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DRAFT - FOR DISCUSSION PIRPOSES ONLY 

Kentucky American Water CompanyLauisvilIe Water Company Meeting 
Minutes for February 6, 1998 

The meeting started at 10:OO am in the Board Room. The meeting format was changed 
&om face-to-face to a conference call due to the 20 inches of snow. In attendance fiom 
the LWC were Greg Heitzman, Karen Willis, and Alan Arbuckle. In attendance from 
KAWC were Linda Bridwell, Dave Reeves, and Mick ?. Agenda was faxed to the LWC 
location and the meeting agenda started at 10:30 am, see attached. The meeting 
discussion deviated in order fiom the agenda and is presented below in the order 
discussed. 

Request for Proposal 

The draft contract from 1992 is being reworked and will be forwarded to LWC for review 
within a few weeks. Target for completion of the RFP is April 1, 1998. The KAWC will 
develop the RFP for that section. The design consultant selected will be for that section of 
the project to be owned by the KAWC. The primary goal of the REP is to provide a cost- 
effective means of building the project. Upon completion of the W, it will be faxed to 
the LWC for review. LWC will respond by e-mail to Dave Reeves at 
DREVES@AMWATER.COM. Response should be returned to the KAWC by March 15, 
1998. 

The LWC may elect to negotiate with the KAWC consultant, or select another consultant. 
A short list of consultants has been selected by the KAWC. A fax of those consultants 
will be sent to the LWC for review. 

A letter of understanding between John Huber and Roy Mundy is required to start the 
accumulation of design related expenses. This letter will include the intent of the KAWC 
and the understanding of financial responsibilities. 

Coordination of Design Work 

Contracts for the LWC are Bob Miller for legal and financial issues, and Greg 
Heitzmaaaren Willis for engineering issues. Contact for financial issues is Coleman 
Bush at the KAWC. 

US 60 Route Feasibility 

The proposed route follows 1JS60 from English Station Road through Eastwood, then 
along a railroad line into Shelby County. LWC agreed to general alignment, however 
there is a trade-off between the number of easements and the necessity for a pumping 
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faciiity. The gas transmission main route requires a pump station but will have less 
easements. The US60 route wiil have more easements due to the commercial nature of 
that route. 

Hvdraulics 

The grade available at the English Station Reservoir will be assumed no greater than 830 
feet. The primary water main route will be US60 comdor and the gas transmission main 
route a secondary choice. The critical high elevation is 770 feet and is located near the 
entrance to the Lake Forest development entrance. Estimated static pressure may be 20 
psi at this critical elevation site. 

A storage facility located at the JeEersodSheIby County boundary and US60 will not be 
feasible to construct. The elevation at this site is approximately 650 feet and will require 
the tank to be more than 200 feet in height. The intent of a storage facility at this location 
is to provide a buffer between the operation of LWC and KAWC systems. 

The topic of surge control was discussed. The KAWC’s concern is for surge control 
during an unscheduled shut down such as a power failure. The KAWC is to include surge 
analysis for the LWC section of this project. 

Schedule of Completion of Work 

The following timeline was suggested by the KAWC: 
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February 13, 1998 (about one week from today) - discussion of LWC 
hydraulic evaluation and LWC review/comment of RFP 
February 17, 1998 - RFP sent to short list of consultants 
March 19, 1998 .- proposals received by the KAWC 
April 1 ,  1998 - award contract to successfil consultant 
October 1, 1998 - completion of design work 
December 1, 1998 - file to the PSC for Certificate of Convenience and 
Necessity 
January 15, 1999 - advertisement period begins 
April 1, 1999 -- construction bids received 
June 1,  1999 - PSC hearing conducted 
September 1 to December 1, 1999 - construction starts 
March to June 2001 -facilities placed in service 

The LWC wilt not be required to bid before the KAWC bid. LWC will provide a not-to- 
exceed value for the capital costs and rate structure. 

Coordination of Design Work 

Purpose of coordination is to provide status of design work to the KWAC and the same 
convenience to the LWC. The KAWC also has the need to review scope changed OR the 
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L’Nc section before the change is adopted. LWC agrees with this provision. The 
maintenance of project records should be performed by both companies with the 
understanding of an open record policy. 

Water Purchase Contract Issues 

The location of the metering paint is considered ideal if pumping facilities, storage 
facilities and meter are located at the same site. Having the meter located at the point of 
pumping will be acceptable. The tentative location of the pump station is along 1-64 
approximately 2000 feet into Shelby County. Objective of the pump station location is to 
maximize recovery through the PPSC and for pump station operation. LWC prefers to 
awn to the first KAWC owned pump station. 

firno Station Controls 

The full set of pump station controls is required by the LWC to be available for 
telemetry. The data will be sent to the English Station Reservoir where existing signals 
are currently sent to the BEPWTP and the C W T P  control rooms. 

Water Quality 

The KAWC will be treating for corrosion control and free chlorine levels The corrosion 
inhibitor may be zinc-based. KAWC requested more information on chlorine residual. 
Concern is for the free ammonia concentration and potential nitrification concerns. 
KAWC wants to provide a 2.0-ppm level of combined chlorine to the City of Lexington. 
The request will be forwarded and data should be provided by the LWC on table included 
with the request. Minimum and maximum parameters will be provided by the KAWC far 
this request for additional information. The contract language will include a statement 
that LWC supply will meet or exceed all regulations of the Kentucky Division of Water. 

Other Issues 

The topic produced ane issue, being the selection of pipeline and valve materials. The 
KAWC RFP includes references for of three different types of pipe, steel, PCCP and DI. 
The selection of materjals will be governed by the criteria of each company for the 
section to be owned by that company. 

The meeting adjourned at I 1  :40 am. 
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BLUEGRASS WATER PROJECT AGREEMENT 

1. Seiler System Capacity/ Buyer Reserve Capacity Request 
The Seller shall establish in writing every five years, the Seller System Production Capacity as 
determined by a consulting engineer of national reknown. 

Buyer shall notify Seller, in writing, the Buyer Reserve Capacity request for each calendar year 
by July Is' of the previous year. Annually, the Seller may reserve a minimum of 

million gallons per day (MGD) {LWC wiLl cottsider a ratttpitig approach], and up to a 
maxinium of 23 MGD capacity to the Buyer. The Seller has up to 6 months to make the 
necessary improvements to provide the new Buyer Reserve Capacity request {K-A rreeds to 
have this capacity oti a nioitieitts ttotice]. 

2. Water Rate for 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 Cast, 3) Return on 
Plant Investment, and 4) Customer costs. These components are defined as follows: 

Operating Cost Component 
(Buyer Consumption / Seller Total System Sales) * (Seller operating expenses - comnion 
to only retail costs - customer costs) 
Depreciation Cost Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller depreciation expenses - 
common to only retail costs - customer 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. 

3. Minimum Consumption and Peaking Factor 
(Both parties to look at atid detertnitie a ttiiititnirtti consutnptiotz) 
Buyer consumption for each day shall be determined by the metered usage from midnight until 
midnight. Minimum Buyer consumption will be _I MGD. If Buyer consumption is 
unusually high due to unforeseeable and uncontrollable Circumstances, 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 and 
rincontrollable 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 Capacity 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 
then current LWC wholesale rate plus elevated service charge (presently $1 ..35/thousand 
gallons ). 



Ky-American Meeting 
Ky-American Office - Lexington, Kentucky 

June 8,1998 

Attendance : 
LWC - Joe Helm (BT&H), Greg Heitzman, Bob Miller, Karen Willis 
K-A - Ed Grubb, Lindsey Ingram, Linda Bridwell, Herb Miller, Coleman Bush 

Meeting began with a review of the latest contract, dated June 5 ,  1998. Group stepped 
through the contract, making changes where necessary. The following are notes of the 
changes denoted for the contract. 

e Recitals 
> Section C - Herb and Joe to work on collectively 
> Section D - add “and service” after water for sale.. . . . . 

* Definitions 
P l a  -add “and to be constructed to” after facillities designed.. -.. 
P la  - Change last sentence to “These (Project) Facilities shall be owned by the 

Seller. 
P Ib -The Point of DeliveIy will be the connection of the Project Facilities to 

Buyer’s facilities. The connection will be at a point in Shelby County, Ky at or 
near the intersection of 1-64 and Ky Highway 55. 

> I C  - Section 6 to Section 8 

e Design of Project Facilities 
P 2c - Date of completion will be December 1 , 1998 
P 2d - Estimated cost to be provided h y December 1, 1998 

e Easement Acquisition - changes to Property Acquisition (Section 3) 

e New Section 4 - Bidding Process 
P Joe to work up new language 

e Section 4 changes to Section 5 
> la  - strike last sentence 
> 1 b - Seller, using a Professional Engineer licensed in the state of KY will 

supervise.. .. 

e Section 5 changes to Section 6 
> Buyer will not be responsible for the costs “(as enumerated in preceeding 

sentence)”. . . . . . 



0 The group extensively discussed the cost components and what entity would pay for 
what components of the pipeline, puiiip station and storage facility. 

0 The group then began to review “Schedule B”. Discussion centered on the need to 
have the component that identifies the Seller System Capacity. As recommended by 
Joe Helm, this component was put back into Schedule B. 
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MEMORANDUM 
LOUISVILLE WATER COMPANY 

TO: Greg Heitzman, Bob Miller 

FROM: 

DATE: 

RE: Kentucky-American Water Company 

CONFIDENTIAL 

Roy Mundy called me today. He advised they will have a board meeting on October 30. He 
anticipates signing the contract after that board meeting. 

In the meantime, KentuckyAmerican must submit information to the Corps of Engineers for the 
Kentucky River crossing if they are to meet their timetable. The Kentucky River crossing permit 
is now a key item on the critical path. In order to get the permit approved, Roy is advised the 
Corps of Engineers wilt be looking at the need, necessity, and feasibility of the pipeline. He 
understands this will mean the pipeline must be essentially designed for the permit application. 
tie is requesting we beqin design of the pipeline. He will be faxina a letter requesting us to 
begin pipeline desiqn either today or Monday. I advised him Greg has recently met with Gene 
Fouts at Shelbyville, and that Gene is now interested in taking service from us at Highway 55 in 
addition to a metering point at Highway 53. He understands Greg Heitzman will be discussing 
this possibility with Kentucky-American. I believe Kentucky-American either will be looking for 
some consideration for moving the metering point farther east, or will be interested in the 
possibility of discussing a wheeling charge for selling water at Highway 55. Roy was especially 
interested in discussing the wheeling charge. Kentucky-American will also be considering 
alternative rate structures for systems that may wish to purchase water from the pipeline. 

Roy also advised Kentucky-American is talking to Goshen about the possibility of acquiring their 
system and that others are also discussing system acquisition with Goshen. Kentucky- 
American has not yet submitted a proposal. According to Roy, PSG is one of the groups 
submitting a proposal, and the proposal already in Goshen’s hand is likely PSG’s proposal. Roy 
advised they would not normally be seeking Goshen as a customer since they are in the region 
where the Louisville Water Company already operates, but because their competitors are there, 
they felt it was necessary for them to pursue the opportunity. He further stated he felt it would 
be difficult for others to establish an economy of scale which could compete with the Louisville 
Water Company in the Goshen area. Roy believes there is a third firm, in addition to Kentucky- 
American, PSG, and the Louisville Water Company looking at presenting a proposal to Goshen 
utilities. 

jcm 





1025 Laurel Oak Road * P.0 Box 1770 - Voorhees. New Jersey 08043 * (609) 346-8201 * Fax (609) 346-8360 

April 1, 1998 
BP 92-12 

(A copy of this has been sent to the attached list of consultants) 

Re: Kentucky-,American Water Company 
Bluegrass Water Prqiect 

Dear Colleague: 

Thank you for your recent proposal for the referenced project. Although our evaluation 
of consultant proposals is not yet compIete, the proposal submitted by the, Gannett Fleming/PDR 
team appears, at this time, to be the most favorable. Based on this preIiminary evaluation, we 
have authorized Gannett Fleming/PDR to proceed only with an additional aerial survey and 
appropriate ground control along the proposed pipeline route. These activities were initiated at 
this time such that adequate horizontal and vertical control based on the current topography along 
the pipeline route could be established while the limited opportunity to do so still exists. 

We expect that our final evaluation will be complete no later than April 13 at which time 
you will be informed if there has been any change from our preliminary evaluation. Should the 
Gannett Fleming/PDR team not be chosen to complete the remainder of the engineering activities 
on this project, the new survey data will be provided to the selected consultant. Thank you again 
for your efforts to date on this project. 

Sincerely, 

D W f  
David M. Reves 

XC: L.C. Bridwell - KAWC 
T.A. Friley - KAWC 
N.O. Rowe - KAWC 
K.A. Willis - Idouisville Water Company 



-- Team 1 
GRW Engineers, Inc. 
801 Corporate Drive 
Lexington, KY 40503 
Attnr Ron D. Gilkerson 
(606) 223-3999 

KENTUCKY-AMERICAN WATER COMPANY 
BLUEGRASS WATER PROJECT 

List of Consultants 

Team 2 
Killam Associates 
27 Rleeker Street 
Milburn, NJ 07041-1008 
Attn: Nicholas M. DeNichilo 
(973) 379-3400 

Team 3 
Gannett Fleming, Itnc. 
207 Senate Avenue 
Camp Hill, PA 1701 1 
Attn: W. Kirk Corliss, Jr. 
(7 17) 763-72 I I 

-~ Team 4 
PEH Engineers 
620 Euclid Avenue 
P.O. Box 22738 
Lexington, KY 40522 
Attn: Michael A. Woohim 
(606) 266-21 44 

Team 5 
Camp Dresser & McKee Inc. 
Two Paragon Centre 
Suite 300 
6040 Dutchmans Lane 
Louisville, KY 40205 
Attn: Bernard F. Maloy 
(502) 452-1 700 

CoDied CoDied 
Quest Engineers, Inc. Montgomery Watson 
881 Corporate Drive 2000 Bond Court Building 
Lexington, KY 40503 1300 East 9th Street 
Attn: Mi. Charles R. Scroggin Cleveland, OH 44 1 14 

Attn: MI. Richard G. Atoulikian 

Copied 
CDP Engineers, Inc. 
616 Wellington Way, Suite C 
Lexington, KY 40503 
Attn: Mr. John B. Steinmetz 

CoDied 
PDR Engineers, Inc.. 
462 South 4th Avenue, Suite 400 
Meidinger Tower 
Louisville, KY 40202 
Attn: Mr. Raymond W. Ihlenburg 

Copied 
Hazen and Sawyer, P C 
401 1 WestChase Blvd. 
Raleigh, NC 27607 
Attn: Anthony P. 1220 

Copied 
Phato Science, Inc. 
2670 WiIhite Drive 
Lexington, KY 40503 
Attn: Mr. Mark Meade 



2300 Richmond Road Lexington, Kentucky 40502 
(606) 268-6320 F ~ X  (606) 2686x7 

Roy W. Mundy i l  
President 

February 20,1998 

Mr. John Huber, President 
Louisville Water Company 
435 South Third Street 
Louisville, Kentucky 40202 

. .* 

E: -- Kentucky-American 'w-ates Company 
Louisville Water Company Agreement 

Dear John: 

The purpose o f  this letter is to memorialize an agreement between Kentucky-American Water 
Company ("Kentucky-American") and Louisville Water Company with respect to potential 
reimbursement by Kentucky-American of costs incurred by  Louisville Water Company in the design of 
facilities necessary to supply potable water for Kentucky-American's Bluegrass Water Supply Project. 

We are in the final stages of completing a proposed agreement between Kentucky-American and 
1,ouisville 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 line. 
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. 

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 
A-+- *-:,a- D ., \ I  -f 't- 1 J ~32i!i:fc3 L *,vPizh I L ' ~  ;i  art of ttic D!uegia;ass Wzta Sipply l?ri$xt. It wiil be m~3siu-y fa 
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 Canvenience and Necessity authorizing the construction of the Bluegrass Water 
Supply Pipeline. 

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 xegulatory requirement if L,ouisville 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 1 , 1998 as will be noted in the Water Purchase Agreement. 

/ 
. 

Copies to: G. Meikman, L. Hollis, S. Hubbs, 6. Miller, K. Teasley 
u2419a 



Mr. John Huber 
February 20, 1998 
Page 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 external 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 willuse Kentucky-American's consultant for the design of its 
facilities. We believe efficiencies can be achieved by the utilization of the same design consultant; 
however, this agreement is not contingent upon Louisville Water using our selected consultant. 

Prior to the beginning of 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, fiom that 
contemplated in the Water Purchase Agreement, which causes a deviation in the estimate from either 
external or internal costs must be approved by Kentucky-American in advance, which approval shall 
not unreasonably be withheld. Kentucky-American will provide a member of our company to serve on 
the desigdreview 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 seIection 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 (leg&), Coleman Bush (finance), Nick Rowe 
(operations), or Linda Bridwell (engineering). I envision that you and I will have a fairly constant 
exchange of information and ideas, and please feel free to call me personally on any issue at any time. 

If this 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 as the 
agreement between Kentucky-American and Louisville Water Company as detailed herein. 

On behalf of Kentucky-American's customers, I look forward to a long-term, mutually satisfactory 
relationship. 

Very truly yours, 
n 

7-- 

Presided 

3 I2kC:\Work\LWIKAWC\bluegrassOO3huber.Ib 
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WATER SUPPLY A G R E E ~ N T  

"H-IS WATER SUPPLY AGREMEiNT, dated as of this - day of- J 

1998, between 

LOUISWLL,E WATER COMPANY, 
43.5 South Third Strect 
(soon to be 550 South Third Street) 
Louisville, Kentucky 40202 ('IS clf cr ' I ) .  

and 

KENTUCKY-AMERICAN WATER COMPANY, 
2300 Richmond Road 
Lexington, Kentucky 40502 ("Buyer ") 

RECITALS 

A. Seller, a Kentuchc corporation all of the stock of which is owned by the City of 
Louisville, i s  governed by the Board of Warer Works pursuant to Scctions 96.230 through 
of the Kentucky Revised Statutes, and is statutorily permitted to sell water to customers 
services in Jeerson,  Oldham, Shelby, Spenccr, Bullitt and Hardin Counties, Kentucky. 

€3. Selter owns and operates water treatment and distribution faciIities and utilizes its 
facilities to provide water service on a retail and wholesafe basis to JeffersonCounty and Iargc areas 
of Oldham, Shelby, Spencer, and Bullitt Counties, including, among others, wholesale servicc to 
West Shelby Water y Water District and the City of Taylorsville; 

C, Se lable *treatment and storage capacity sufficient to 
meet Buyer's nee 

D. Buyer, a Kentucky corporation, engages in th 
for sale to customers in the counties of Fayette, Bourbon, C 
Woodford; and 

E. Buyer is desirous o aidable 
and plans construction of source ofwater to  meet the prese 

below, ?e-pwde 

W I TNES S E T H :  

NOW, THEWFORE, in consideration of the inuiual covenants and conditions herein 
contained, the parties hereby agree as follows: 

- 7  . ,  I c- 



- -  - 
I .  DEFlNTTTONS In this Agrcernent, these terms have the meanings indicated below: 

(a) Proiect Facilities: Fixtures, equipment, water transmission mains, rnctcrs, 
vaults, storage tank, pipes, pumps, buildings and other improvements and facilities approved by 
Buyer for deiivery of Service under this Agreement. Such facilities shall be owned by the Seller 
upon completion. 

(b) Point of Delivery: The connection of thc Project Facilities to Buycr's facilities 
(the "Point of Delivery") will be at  a point in Shelby County, Kentucky at or ncac the intersection of 
Interstate W w a y  64 and Kentucky Highway 55. 

8 
(c) Service: The delivery of trcated, potable water by Seller to the Point of 

Delivery under this Agreement and the capacity reserved for such pursuant to the standards set forth 
in Section G, subsections (a) and (b). 

2. DESIGN OF PROJECT FACILTTES: 

(a) The Project Facilities will bc designed by Seller, Buyer retaining the right to 
approve the seIection by Seller of any outside professional enginwing assistance in creating such 
design, such approval not to be unreasonably wirhheld. 

(b) Buyer will have the right to approve the scope of the desiyn, subject to Seller's 
right to upsize the Project Facilities' transmission main fiom a 36 inch main, needed to provide 
Buyer with the requested Service, to a larger circumference to assist Seller in providingaua&&ewice 
to existing and hture  customers, it being agreed that the design and construction cost of such 
upsizihg to accommodate Seller shall be borne by Seller. 

4 

(e) Buyer agrees to pay the actual and reasanable costs of the design ofthe Project 
Facilities (exccpt design costs attributable to Seller's upsizing), such costs to include professional 
engineering fees and measurable internal costs of engineering planning and design and to be invoiced 
periodicalty by Seller with paymcnt to be due within 30 days. Any subsequent change in thc design 
which, individually or in the aggregate, increases thecost of the construction of the Project Facilities 
shall be subject to Buyer's prior written approval, which approval shall not be unreasonably withheld. 

satisfactory to Buyer prior to Buyer's application to the Public Service Commission for 
(d) Seller understands that the design must be hl ly  cornplcted in a form and 

a Certificate of Convenience and Necessity. Consequently, the date of completion for such design 
shall not be later than October 21, 1998, time being ofthe essence. 

(e) Also, on or before October 21, 1998 Seller will provide Buyer with its 
estimated cost of the Project Facilities (not induding upsizing costs), including costs of design, 
construction and casement acquisition. T 

2 
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- 
3 .  -EASE',METVT ACOUISITION: Upon receipt by thc Seller of Buyer's written 

instructions, Seller will initiate an effort to acquire pipeline and any other easements and property 
construction and installation of the Project Facilities, keeping Buyer advised as to its 
as to any obstacles encountered in such procuremcnt. Buyer agrees to reimbursc Selier 

/ of pocket expenses (legal, appraisal, agent negotiations and 
respect to such easement work periodically as invoiced. 

CONSTRIJCTION OF PROJECT FACTLlTES: 

(a) 

I -., 
Seller will construct the Project Facilities at Buyer's expense (except f o r - e '  ) 

L> upsizing cost) In the performance thereof, Seller may avail itself of the services of an outside 
professiana1 engineering firm, approved by Buyer, and will be responsibre for the Ietting o f  the 
construction contract(s) for competitive bidding, Buyer reserving thc riglit to veto any bid or bidder -.- 
for reasonable cause. 

(b) Completion of construction of the Project Facilities and Service at thc Point 
of Delivery will be accomplished no later than 18 months ("Construction Completion Date") from 
the date Buyer notifies Seller in writing to advertise the construction contract(s) for bids 
("Construction Commencement Date"), timc being of the cssence. 

(c) Delays in construction will cause extension of the Constructian Completion 
Date provided such labor 
unrest, natural disasters, beyond Seller's 

control. flro#d?u4&-- 
* 5. REIMB~SEMENT TO SEIILER FOR PROJECT FACILJTTES COSTS: 

By reimbursing Seller for its costs, includhg debt service, as incurred 



(b> If Seller's debt instruments permit prepayment- of part or all of-the-debt 

Section 8 of this Agreement, then Buyer has the right to instruct Seller on a timely basis to exercise 
the prepayment privilege and shalt simultaneously pay to Seller the amount of the prepayment 
needed to remit to the holders of the debt instruments being prepaid and any redemption expenses. 

ob.liiatio--, --& if R-u-yer is not in d-efault df ,--y Of it; payments t o  u---d-er this Section and 

(c) Failure af Buyer to 
any debt payment requirements will result 
such delinquent payment for each month 
delinquent, LLJCIS d+.I.-I 

pca4f f 
&i4 f i$S 

0 do so, all of its rights with respect to the Project Facilities. 

readily available funds in time to meet 
the delinquent amount to be added to 

payment and penalties thereto are fo 

(d) Buyer agrees to plcdge as security on Seller's indebtedless, if called upon to 3 
6.  SERVICE AT THEi POINT OF DELLVERY: 

(a) Condition. Buyer will pay Seller for Service at Delivery, provided 
Service is delivered to the Point of Delivery in a potable 
minimum state and federa1 drinking water standards in 

or exceeds all 
mnd *M Ih c:mC;h -fn 

(b) Rate of Flow and Pressure. Seller shall construct thc Project Facilities to 
hrnish Service to Buyer at the Point of Delivery with a maximum flow rate of 16,000 gallons per 
minute and a minium pressure of not less than tllirty (30) pounds per square inch (30 psi). 

(c) Failures. In thc event Seller is unable to provide Buyer with Service under 
the terms ofthis Section for reasons beyond Seller's control, Seller shalluse its best efforts to restorc 
the water to a quality rate of flaw and pressure as required in this Section. Time is of the cssence 
in all situations where such a failure an$ estor tion exist. 

L $ 4 7  v"?, .r 
7. METERJNG ARRANGEMENTS: Seller agrees to furnish, install, maintain, repair 

and replace at the Point of Delivery a service meter or battery of meters, including meter house or 
vault, for properly measuring the quantity ofwater being delivcred to Buyer and to test such meteriog 
equipment whenever requested by Buyer but no more frequently than once every six months with 
the results of such tests provided to Buyer. Buyer may require Seller to conduct tcsts more often 
than every six months, but at its own expense. A meter registering within the warranty limits 
specified by the manufacturer thereofshall 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 tcst in 
accordance with the percentage of inaccuracy found by such test. If any meter fails to register for 
any period the amount of water furnished during such period shall be deemed to be the amount of 
water delivered in the correspondins period immediately prior to the failure, unless Seller and Buyer 
shall agrce otherwise. An appropriate oficiaI of the Buyer shall havc access to  the meter at 
reasonablc times for the purpose of inspecting and reading such metering facilities. 

4 



(a) Buyer shall pay Seller for the Senrice as d e t d n e d  by the rates and terms sct 
forth in Schedule A, attached hereto and incorporated herein, Buyer agreeing to consent to and waivc 
objections to  any and all rate adjustment filings made by Seller with the Kentucky Public Scrvice 
Commission or elsewhere so long as such constitutes rate adjustments made in accordance wit 

A of this Agreement. 

(b) Seller shall invoice Buyer monthly, and Buyer shall rcmit payment to Seller 30/,,4 
2://*+- 

per morn rnontn on 
of such invoice. -€idme- 

SERVTCE TO OTHERS: Seller warrants and rcpresents that any watcr service to 
r& rothers prior to the Point of Delivery provided through or from the Project Facilities shall not interfere 

10 -+X?%6&TION OF SELLER'S CAPACITY: Seller agrees, through 

r/- 

d\ .L. c with its service or diminish its obligations to the Buyer under this Agreement. 
. ---__ 

to reserve water treatment capacity of not less than that nee 
eernent to treat and deliver the Service to the Point oEDelivery. 
L -- 

11. ADD1TIONAL EXPANSTON BY SELLER: Seller agrees thatuponundertaking any 
expansion or enlargement of the capacity of its existing supply or treatment facilities, or pumping, 
transmission and storase faciIities to the extent that the expansion or enlargement relates to the 
provision of Service under this Agreement, it wiH notify Buyer of its intention to do so and will 
afford Buyer with a reasonable opportunity to participate in the expansion or enlargement with a 
commensurate extension of the term of the contract and other terms mutually agreeable. 

12. L M T A T I O N  OF SERVICE TO BUYERFOR REASONS BEYOND SELLER'S 
CONTROL: Buyer acknowledges that unexpected supply or treatment problems may occur which 
are beyond SelIer's control. In the event such unexpected problems limit or prevcnt Seller's ability 
to deliver Servicc to the Point of Delivery, and such problems limit or prevent the delivery to any 

Buyer in a similar manner which Seiler applies to its other customers, excluding medical facilities. 
Seller will use its best efforts to restore full Service to Buyer as promptly and completcly 8s possible. 

of Seller's customers, then Seller agrees that any restrictions on water delivery shall apply to the q, ;Mc k 
&55< fib 

13. NOTICE: Buyer will timely notify Seller of any emcrgency or condition, which 
would adversely affect the quality, quantity or pressure of the water in Seller's system and, likcwise, 
Seller will timely notify Buyer of any emergency or condition, which would advcrsely affect the 
quality, quantity or pressure of the water at the Point of Delivcry. 

'? 14. TERM AND EXTENSIONS: The t a m  ofthis Agreement shalt begin on t l ~c  date this 
Agreement is executed by both parties hereto and shall terminate on December 3 1, 20-. 1 

5 



15. BUYERS REPRESENTATIONS AND WARRANTIES: 

(a) Buyer is a Kentucky corporation with. the authority to enter into this 
breement ,  subject to regulatory approval, and has the authority to perform undcr the terms of this 
Agreement , 

(b) Buyer shall be responsiblc for the mainienance ofwater quality after the Point 
of Deljvcry provided that Seller has delivered Service to tbe Point of Delivery pursuant to this 
Agreement. 

(c) Provided Seller has delivered Service to thc Point of Delivery pursuant to this 
Agreement, Buyer shail be responsiblc for any bursting or breakage of pipes or damages to persons 

7&? 

or propcrty after the water i s  deIivered to the Point of Delivery. 

16. SELLERS REPRESENTATIONS AND 

(a) Seller is a Kcntucky corporation, all the stock of which is owned by thc City 
of LouisviIle, with the authority through the Board of Water Works to enter into this Agreement to 
perform under the terms of this Agreement. 

@) Seller will provide Service to Buyer at thc Point of Delivery that mects or 
exceeds applicable water quality standards of all local, state and federal regulatory agencies having 

of Section G of this Agreement, subject to interruptions beyond its control. 
jurisdiction over the service as such standards may change fiom time to time and the 

' 17. TERMINATTON: 

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

(1) Repeated failure of Seller to meet its commitment to rcserve capacity, 
or to meet the water delivery requirements in Section 6 hereof. 

(2 )  Revocation o f  Seller's authority to do business. 

( 3 )  Seller's brcach of any of the Representations and Warranties in this 
Agreement as determined by a Court ofLaw in the Commonwealth of Kentucky. 

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

( I )  Rcpeated failure of Buyer to pay its invoices for water service on E 
timely basis. 

6 
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- - - .- (2)  . Rep-eated failure of Buyer to pay OR a timely basis its deb: service 
obligations to Sellcr, time being of the essence in that regard. 

(3) Revocation of Seller's authority to do business. 

(4) Buyer's breach of any of the Reprcsentations or Warrantics in this 
Agreement as determined by a Court oELaw in the Commonwealth of Kentucky. 

18. MISCELLANEOUS PROVISIONS: 

(a) This @cement i s  subject to the approval of the Kentucky PubIic Service 
Commission ("PSC") and receipt by Buyer of a final, non-appealable Order from the PSC in the form 
o f  a Certificate of Convenience and Necessity for the facilitics to be constructed pursuant to this 
Agreement. Provided, however, failure to obtain such an Order shall not relieve Buyer of its dutics 
hereunder to reimburse SeUer for indicated cost% ret-&+, ** Sehhurb && , 1/ 

(b) This Agreement does not constitute a partnership, joint venture, agency or 
othcr relationship bctween 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 &cement is binding on the succcssors and assigns ofthe parties hereto. 

(d) Buyer and Seller agee  that each of them shall have access to the books and 
records of t h e  other, which are relatcd to matters which are the subject of this Agreement, at such 
reasonable notice, except as those records may be subject to a recognized privilege that are 
confidential or may be protected by 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 tiom sources other than the Seller. 

( f )  The parties agree to operate and maintain their respective facilities in an 
efficient and economical manner and in accordance with all applicable local, state and Federal laws, 
regulations and performance standards. 

(6) This Agreement may be amended at any time by mutual agreement, in wrihg,  
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 terms of this &cement. --- '.:: - --/-, 



e 1. IF 
. . . . -. -. .- . . . . . . - 

- - . . . . . . . - . - . .- - --. (i> . . . . .. . .The. D.~ies..acknowledSc.that thewater.tobe.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 h r n i s h  Seller with a duly executed "Resale 
Certificate" or such other documentation as the parties deem appropriate. 

TN WITNESS WHEREOF, the patics have set forth thcir hand the day and year first above 
written. 

BUYER SELLER: 

Kentucky-American Water Company Louisville Water Company 

By: .-. By: 

Title: Title: 

Date: Date: 

Attest: _. Attest: 

U T I  .D2075:0 15jrc 
P:\USERS\O 1 SLWCV(Y.'lblEWAT.Ati(;t 

' 8  
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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 $ 
8 $ 
9 $ 

10 $ 
11 $ 
12 $ 
13 $ 
14 $ 
15 $ 
16 $ 
17 $ 
18 $ 
19 $ 
20 $ 

Beginning 
Balance 

1,000,000 $ 
972,815 $ 
944,000 $ 
913,455 $ 
881,078 $ 
846,758 $ 
810,379 $ 
771,817 $ 
730,942 $ 
687,614 $ 
641,686 $ 
593,002 $ 
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 $ 
48,623 $ 
46,309 $ 
43,857 $ 
41,257 $ 
38,501 $ 
35,580 $ 
32,484 $ 
29,202 $ 
25,723 $ 

18,126 $ 
13,983 $ 
9,591 $ 
4,935 $ 

22,035 ti 

Principal 

27,185 $ 
28,816 $ 
30,545 $ 
32,377 $ 
34,320 $ 
36,379 $ 
38,562 $ 
40,876 $ 
43,328 $ 
45,928 $ 
48,683 $ 
51,604 $ 
54,701 $ 
57,983 $ 
61,462 $ 
65,149 $ 
69,058 $ 
73,202 $ 
77,594 $ 
82,250 $ 

Ending 
Balance 

972.81 5 
944,000 
913,455 
88 1,078 
846,758 
81 0,379 
771,817 
730,942 
687,614 
64 1,686 
593,002 
541,398 
486,697 
428,715 
367,253 
302,104 

159,843 
82,249 

233,045 

(0) 
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Schedule B 

Bluegrass Water Project Agreement 

1. Buyer shall notify Seller each year of Buyer Reserved Capacity Request. 
Seller shall establish the Seller system capacity a t  least every 5 years as 
determined by a consulting engineer o f  national reknown. 

2. Rate For First Five Years o f  Agreement 

The invoice for all water purchased by  Buyer during the first f ive years of 
this agreement: shall be composed of: 

a. The actual consumption multiplied by the lowest rate block available 
t o  Seller’s customers; and 

b. The actual consumption multiplied by the elevated service area charge; 
and 

c. Actual operating expenses assignable t o  Buyer including, but not 
limited to, metering, billing, collection and Buyer specific assets. 

3, Rate For Remaining Years of Agreement 

The invoice for Service provided by t he  Seller during the remaining five 
years o f  this agreement shall be composed of: 

a. Operating Cost Component 
= (Buyer consumption / Seller total system sales) * (Seller operating 
expenses - common to retail only costs - customer costs) 

b. Depreciation Cost Component 
= (Buyer Reserved Capacity / Seller System Capacity) * (Seller 
depreciation expenses - common t o  retail only costs .- customer 
costs) 

c. Return on Plan investment component 
= (Buyer Reserved Capacity / Seller System Capacity) * (Seller return 
on  Plant Investment - common t o  retail only costs - customer costs) 

d.  Actual operating expenses assignable t o  Buyer including, but  not 
limited to, metering, billing, collection and Buyer specific assets. 



4. If  Buyer consumption remains below Buyer reserved capacity for each day 
of  the month, then the rate for that month shall be according to 
paragraph 3 above. 

5. If Buyer consumption rises above the Buyer reserved capacity by less 
than 20% for any day of the month, then the rate shall be according to  
paragraph 3 above for consumption up to the reserved capacity and 
according t o  paragraph 3 above * 1.5 for consumption above the 
reserved capacity, 

6. If Buyer consumption rises above the Buyer reserved capacity by more 
than 20Y0 for any day of  the month, then the rate shall be according to  
paragraph 3 above for consumption u p  t o  the reserved capacity and 
according t o  paragraph 3 above * 2 for  Consumption above the reserved 
capacity. 

7, Buyer consumption for each day shall be determined by the metered 
usage from midnight unti l midnight. If Buyer consumption is unusually 
high to  due to  unforeseeable and uncontrollable circumstances, then 
Seller will consider, at its o w n  discretion wi thout setting precedent, 
waiving the additional charges as described in paragraphs 5 and 6 above. 



Kentucky American Water Use (mgd): 
Average Day by Month: 

Jan. 
Feb. 
March 
April 

June 
July 
Aug . 
Sept. 
Oct. 
Nov. 
Dec. 

May 

Avg Day for Year (mg 

Reserved Amount by Month: 

Maximum Day Demand (rngd): Planned or Reserved 

Kentucky American Meter Equivalents: 

Louisville Water Company Sales: . ..... 
Annual Sales (mgd): 
Maximum Day Capacity (mgd): 

Annual Sales + KAWC Sales 104.17 102 96% 

LWC Standard Wholesale Rate: 
Wholesale Commodity Rate: 
Elevated Service Area Rate: 
Customer Charge: per month 

per 1,000 gals. 
per 1,000 gals. 

Current KAWC Wholesale Commodity Rate 
Current Elevated Service Area Rate: 
Current Year Customer Charge: 

per 1,000 gals 
per 1,000 gals 
per month 

LWC System Development Charge per Meter Equivalent 

LWC Return on Investment: 



Kentucky American Water Company Investment: 
Cost of Transmission Line: 
Annual Interest Rate: 
Number of Annual Payments: 

Costs 
LWC Operating Costs 

Total: 
Customer & Retail Only: 

LWC Depreciation ............................ 

Total: 
Customer Sr Retail Only: 

LWC Rate Base 
Total: 
Customer & Retnil Only: 

Customer Costs Allocated to KA’tVC: ............... 





L” 

x 

3ills and Bill1 Impacts 

tern 
:otal Allocated Costs 

Cstimated Monthly Bills 
Jan. 
Feb. 
March 
April 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 
Total 

7urrent - Rate: 
$ 1,526,550 

$ 129,575 
$ 117,425 
$ 129,575 
$ 125,525 
$ 129,575 
$ 125,525 
$ 129,575 
$ 129,575 
$ 125,525 
$ 129,575 
$ 125,525 
$ 129,575 
$ 1,526,550 

New Rates 
$ 1,178,474 
----- 

$ 100,090 
$ 90,404 
$ 100,090 
$ 96,861 
$ 100,090 
$ 96,861 
$ 100,090 
$ 100,090 
$ 96,861 
$ 100,090 
$ 96,861 
$ 100,090 
$ 1,178,474 

$ (29,485) 
$ (27,021) 
$ (29,485) 
$ (28,664) 
$ (29,485) 
$ (28,664) 
$ (29,485) 
$ (29,485) 
$ (28,664) 
$ (29,485) 
$ (28,664) 
$ (29,485) 
$(3 4 8,076) 

-22.76% 
-23.01% 
-22.76% 
-22 84% 
-22.76% 
-22 84% 
-22.76% 
-22.76% 
-22.84% 
-22.76% 
-22.84% 
-22.76% 
-22 80% 



- _ _  
BLhT1EGIRASS WATER SUPPLY P i O ~ C I ‘  

KENTUCKY AMERICAN WATER COMPANY 
AND 

LOUISVILLE WATER COMPANY 
WATER SUPPLY PROPOSAL 

MAY 22,1998 

ISSUES 

1998 Contract binds Louisville Water Company (LWC) 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 the pipeline and all appeals are exhausted. 

LWC desires to protect franchise area rights provided through KRS 96.265 io serve Jefferson County 
and all adjacent counties, including Shelby County, 

LWC currently provides wholesale water service to the North Shelby Water District under a 40-year 
contract. 

LWC currently provides wholesale water service to the West Shelby Water District under a 40-year 
contract. 

By year 201 0, Shelbyville will no longer provide water to NSWD and WSWD under contract and 
LWC desires to protect water service opportunities to these water districts. 

The current water demand in Shelby County cannot justify L,WC’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: 

I 

1. 
2. 

3. 
4. 

5. 

6. 
7. 

8. 

Delivery point and master meter at the Jefferson County line, near Interstate 64. 
LWC will design, construct, and own 10,200 feet of 60-inch main along 1-265 and 25,200 feet of 
36-inch main along 1-64 to the JeffersodShelby County line. 
LWC will pay for incremental upsizing 6-om 36-inch to 60-inch (material and construction costs). 
KAWC will pay for 35,400 feet of 36-inch main tiom 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 psi. 
LWC allowed connections to distribution system inside Jefferson County 
The first pump station will be located in Shelby County, near 1-64 and the JeffersodShelby 
County line. 
LWC to negotiate with PDR/Gannett-Fleming for design services to expedite project design and 
coordination. 

9. 
10. Easements platted/surveyed and appraised by October 1998. 

The design and fmal cost estimate will be complete by October 1998. 

1 May 22,1998 



I .  
2. 
3. 

4. 

5. 

6. 
7. 

LWC may upsize the pipeline and extend the delivery point east to Kentucky Highway 5.5. 
L.WC would own the pipeline, pumping, and storage to the 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 MGD capacity to Highway 55 at 1-64, and any pump station 
relocationldesign costs. 
KAWC would move the pump station from the JeffersodShelby County line to the Highway 55 
delivery point. 
Design flow up to 35 MGD (8 f p s  in 36”or 5 f p s  in 42’7, maximum pressure 175 psi. 
Option must be exercised prior to PSC approval and settlement of any appeals. 

LWC ADVANTAGES WITH OPTION: 

I .  
2. 
3. 
4. 
5. 
6. 
7. 
8. 
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. 
Improves reliability of pump operations. 
Reduces surge risk. 
Positions pipeline project for future water sales. 
Provides flexibility on Jefferson County route (to minimize easement and construction costs). 

KAWC ADVANTAGES WITH OPTION: 

1. 
2. 
3. 
4. 
5. 
6. 

7. 
8. 
9. 
IO. Addjtjonal 12 MGD flow availability at Highway 55 for future sales or conditions exceeding 23 

Reduces operating risk of twa pump stations by having three lifts. 
Reduces operating cost of lower head pump station. 
Reduces pipeline pressures to less than 175 psi (from 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 County pump station for maintenance and chemical deliveries, closer to 
Lexington. 
Available power to pump station, 480 volt electric substations available at Joyes Station Rd. 
Tax exempt financing of additional 40,000 feet of 36-inch pipeline. 
Cost sharing for additional capacity to Highway 55.  

MGD drought demand with no additional cost to justify to KY PSC. 

2 May 22,1998 



Scenario A 

LWC Ownership: English Station to US Hwy 55 
KAWClOwnership: US Hwy 55 to Lexington 

I- - 

Scenario B 

LWC Ownership: Englbh Station to JeffersonlShelby Co Line 
KAWC Ownership: JeffersonlShelby County Line lo Lexington 

Page 1 

I LWC Length: 74,700 feet (14.1 miles) (1-64) 
KAWC Length: 237,700 feet (45.0 miles) (1-64) 
Size: 36-inch minimum (upsize potential to 42" or 4 8 )  
- Capacity: 23 MGD (up to 40 MGD with main upsizing) 
- Pump Stations: 2 (Shelby County and Ky River) 

___ AdvantageslDisadvantges: 

1: Pressure > 40 psi along entire route 
Tpressure < 200 psi alongentire route 
3. LWC EPS at 1-265 and 1-64 
4. KAWC BPS at Hwy 55 and at Kentucky River 
5. Cross country easements (< $2O,OOO/acre land value) 
6. Parallel 1-64 and LG&E Gas Line (improved constructability) 
7,. LWC to upsize to 42" or 48" main for up to 40 MGD capacity 
- KLWC shares in cost of EPS in Jefferson County 
I 9. Lower Operating Risks (c 200 psi pressure) 
I O .  Lower construction costs for BPS, Pipe, Valves. and Surge Relief 
I 11. Opportunily for Shelby Water Utilities to participate in storage, pumping, upsizing 
12. Improved WQ due lo potential sales along roule 
13. Shelby County buy-in to project 
14. Takes advantage of natural terratn for location of BPS, master meter, and future storage 

- - 

I 

- 
- 
-- 

_- 

LWC Length: 35,400 feet (6.7 miles) (US 60 of 1-64) 
KAWC Length: 277,000 feel (52.4 miles) (1-64) 
Size: 36-inch 
Capacity: 23 MGD 
Pump Stations: 2 (Shelby County and Ky River) 

AdvantageslDisadvantages: 

?. Pressure < 30 psi in Jefferson County 
2. Pressure > 250 psi in Shelby County 
3. Requires 3rd BPS in Jefferson County 
4. Poor access for power and chemical delivery 
5. US 60 Easement Costs (>$50,00O/acre land value) 
6. US 60 Route Constructability (RR, Creek, trees, terrain, pipe storage) 
7. Maximum capacity of 23 MGD 
8. Minimizes KAWC investment in Jefferson County 
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2300 Richmond Road Lexington, Kentucky 40502 
(606) 2686320 - Fax (606) 268-6327 

Roy W. Mundy I I  
President 

May 11,1998 

Mr. John Huber, 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 clarify some of the 
issues that we discussed on Tuesday. We want to make sure that we clearly understand your 
position 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, 
the Public Service Commission must approve it. Our diligence would not vary regardless, but 
we have approached the negotiations with the regulatory process, and its attendant scrutiny, in 
mind. 

At our meeting on Tuesday, we talked at length about the issue of developing a defensible 
reserve capacity number. Greg suggested that we approach this issue by measuring various 
scenarios regarding the frequency, severity 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 Bob 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 will attempt in this letter 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 JeffersodShelby County line with upsizing. We 
understand that your position on upsizing under this scenario would be to do so on an 
incremental basis, basically 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 carrying 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 



Mr. John Huber 
May 1.1, 1998 
Page 2 

would increase the capacity of the line fi-om 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, KAWC 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 1 presented was far LWC to pick up the entire cost of the 
line from 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. IJnder 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. 

Again, thank you and your team for the sincere efforts you’ve shown in our negotiations. If you 
should have any questions or comments regarding this matter, please let me know. 

President ’ 

RWWpb 

c: BobMiller Greg Heitzman 
Coleman Bush Mark Frost 
Herb Miller Nick Rowe 

Linda Bridwell 
L,.W. Ingram, Esq. 
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2300 Richmond Road - Lexington, Kentucky 40502 
(606) 268-6320 - Fax (606) 268-6327 

Ray W. Mundy II 
President 

March4, 1998 

John L. Huber, President 
Louisville Water Company 
435 South Third Street 
Louisville, Kentucky 40202 

Dear John: 

As we discussed, enclosed is the proposed water purchase contract for our Bluegrass Water 
Project. It contains the key business terms which are important to Kentucky-American and our 
customers. We hope it will serve as the foundation for our long-lasting relationship. 

We would like to meet with the appropriate individuals from Louisville Water Company as soon 
as possible to begin discussions on this document. Is your team available Monday, Tuesday, or 
Wednesday of next week? We can come to Louisvilie or we can meet in Lexington. Frankfort is 
another alternative. 

Please let us know as soon as possible which is convenient. Our Corporate Counsel, Herb Miller, 
can be reached at 606-268-6339, and our Vice President - Operations, Nick Rowe, is at 606-268- 
6333. 

It was good to see you and Cindy at last Friday's reception. I really appreciate you taking the 
time to drive to Lexington to be part of my surprise. 

c: Coleman Bush 
Herb MilIer 
Nick Rowe 

Enclosure 

-- 
3/6/98 
COPIES TO: Joe Helm (by fax), Vince Guenthner, Greg Heitzman, 

Steve Hubbs, B. Miller, K. Teasley 

APPSmlIM/MDocSLWC - kIUBER 



AGREEMENT 

THIS AGREEMENT, dated this day of , 1998, by and 

between KENTUCKY-AMERICAN WATER COMPANY, a Kentucky Corporation, at 

2300 Richmond Road, Lexington, Kentucky 40502 ("Buyer") and LOUISVILLE WATER 

COMPANY, a municipal corporation, at 435 South Third Street, Louisville, Kentucky 40202 

("Seller"). 

W I T N E S S E T H :  

WHEREAS, Seller owns and operates municipal water supply and treatment 

facilities comprising several sources of supply, including the Ohio River; and 

WHEREAS, Seller utilizes its facilities to provide water service on a wholesale and 

retail basis; and 

WHEREAS, Seller has available reserve capacity sufficient to meet Buyer's needs 

under this Agreement; and 

WHEREAS, Buyer engages in the manufacture of water for sale to customers in the 

Central Kentucky area including the counties of Fayette. Bourbon, Clark, Harrison, 

Jessamine, Scott, and Woodford; and 

WHEREAS, both Buyer and Seller are desirous of entering into an agreement to 

provide Buyer a cantinuing, dependable source of water for the present and future needs 

of Buyer's customers; 

NOW, THEREFORE, in consideration of the mutual covenants herein contained, 

the parties hereby agree as follows: 



- .  

1. DEFINITIONS: In this Agreement, these terms have the meanings indicated 

below: 

a. - Seller: Louisville Water Company, a municipal corporation located 

at 435 South Third Street, Louisville, Kentucky 40202. 

h. Buyer: Kentucky-American Water Company, a Kentucky corporation 

located at 2300 Richmond Road, Lexington, Kentucky 40502. 

C. Proiect facilities: Fixtures, equipment, mains, meters, vaults, 

storage tanks, pipes, pumps, buildings and other improvements and facilities approved by 

Buyer for the delivery of Service under this Agreement. 

d. Point of Delivery: The location of the connection of the Project 

Facilities to Buyer's Facilities at a point to be determined by Buyer, in its reasonable 

discretion, in Shelby County, Kentucky near the intersection of the Jefferson County - 

Shelby County line and Kentucky Highway 60. The Point of Delivery shall be owned by 

Buyer. 

e. Service: The actual delivery of treated, potable water by Seller to the 

Point of Delivery under this Agreement including, but not limited to, the requirements in 

Sections 5.a. and 5.b. hereunder. 

2. DESIGN OF PROJECT FACILITIES: 

a. Seller will design the Project Facilities. tiowever, Seller may elect to 

design the Project Facilities by engaging a qualified professional to provide such design 

services. If Seller elects to engage such a qualified design professional, Buyer reserves 

the 
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right to approve the selection of such professional, which approval shall not be 

unreasonably with held. 

b. The scope of the Design is subject to approval of Buyer in its 

reasonable discretion. Should Seller elect to expand the design, construction or 

installation of the Project Facilities in excess of the Buyer’s determination of the scope of 

the Project Facilities, then all costs, direct or indirect, associated with expanding the scope 

shall be  borne solely by the Seller. Any expansion of the scope of the Project Facilities 

shall not interfere with Seller’s duties to deliver Service to the Point of Delivery as required 

under this Agreement. 

c. Provided Seller does not expand the scope of the Project Facilities, 

Buyer agrees to pay the actual and reasonable costs of the Design of Project Facilities, 

such costs to include outside professional engineering fees, measurable internal costs of 

engineering design and actual out-of-pocket costs associated with the issuance of tax 

exempt debt obligations including payments of principal, interest and other reasonable 

professional fees. Any changes in the Design which, individually or in the aggregate, 

increases the cost of the Design shall be subject to Buyer’s prior written approval, which 

approval shall not be unreasonably withheld. 

3. TIME DEADLINE FOR DESIGN OF PROJECT FACILITIES: Seller agrees 

that its Design must be fully comp(eted in a form and substance to Buyer’s approval prior 

to Buyer’s application to the Public Service Commission for a Certificate of Convenience 

and Necessity, provided that the date for completion of design shall not be later than 

3 



. - -  - - - - -  - - - -  - -  ... . ~. .. __... . .  

October 1, 1998. Seller acknowledges and agrees that time is of the essence in the 

Design of the Project Facilities. 

4. CONSTRUCTION OF PROJECT FACILITIES: Seller shall complete 

construction and installation of the Project Facilities and have Service available at the 

Point of Delivery no later than 15 months ("Construction Completion Date") from the date 

Buyer notifies Seller to begin construction ("Construction Commencement Date"). Delays 

in the Construction Completion Date may extend such date provided that delays are 

caused by sudden and unexpected adverse weather conditions. labor unrest, natural 

disasters or other circumstances beyond Seller's control. Seller acknowledges that time 

is of the essence in the Construction of Project Facilities. 

5. REIMBURSEMENT TO SELLER FOR CONSTRUCTION AND DEBT 

SERVICE COSTS FOR THE PROJECT FACILITIES. 

a. Seller will construct the Project Facilities at its expense. Buyer agrees 

to pay Seller, on a monthly basis, amortized over a period of twenty (20) years, the amount 

necessary to pay, in full, Seller's indebtedness, incliiding interest, incurred to construct the 

Project Facilities. The rate of interest on such indebtedness shall not exceed the interest 

rate for a comparable tax exempt debt issue. The amortization schedule is attached hereto 

as Schedule A. 

b. If Seller's debt 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 Section 8 

of this Agreement, then Buyer has the right to instruct Seller to exercise the prepayment 
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privilege and shall simultaneously pay to Seller the amount of the prepayment to remit to 

the holders of the debt instruments. 

6. SERVICE AT THE POINT OF DELIVERY: 

a. Condition. Buyer will pay Seller for Service at the Paint of Delivery, 

provided Service is delivered to the Point of Delivery in a potable condition, which meets 

or exceeds all minimum state and federal regulations and in a condition for Buyer’s 

continued process of pressurization, improvement, processing, and other manufacturing 

and production. At Buyer’s direction and expense, Seller agrees to adjust certain chemical 

levels of the water prior to the Point of Delivery. Seller may sample water provided under 

this Agreement at or prior to the Point of Delivery. 

b. Rate of Flow and Pressure. Seiler shall have the ability to furnish 

and shall furnish Service to Buyer at the Point of Delivery with a flow rate at a maximum 

rate of 16,000 gallons per minute and a constant pressure of not less than forty (40) 

pounds per square inch. 

c. Failures. In the event Seller is unable to provide Buyer with Service 

under the terms of this Section for reasons beyond Seller’s control, Seller shall use all of 

its best efforts to restore the water to a quality, rate of flow and pressure as required in this 

Section. Time is of the essence in all situations where such a failure and restoration exist. 

METERING ARRANGEMENTS: Seller agrees to furnish, install, maintain, 

repair and replace at the Point of Delivery a service meter or battery of meters, including 

meter house or vault, for properly measuring the quantity of water being delivered to Buyer 

and to calibrate such metering equipment whenever requested by Buyer but no more 

7. 
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frequently than once every six months with the results of such calibrations provided to 

Buyer. Buyer may conduct calibrations more often than every six months, but at its own 

expense. A meter registering not more than two percent (2%) above or below the test 

result 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 furnished 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, reading and testing 

such metering facilities. 

_. - 

8. RATES AND PAYMENT: 

a. Buyer shall pay Seller for the Service actually delivered to the Point 

of Delivery in accordance with this Agreement pursuant to the rates and terms so identified 

on Schedule 6, attached hereto and incorporated herein and as may be changed from time 

to time as approved by the Public Service Commission of the Commonwealth of Kentucky. 

Seller shall invoice Buyer on a monthly basis for water usage as 

reflected by the metering devices (installed pursuant to Section 7 hereof) on the last 

business day of each calendar month. Buyer shall remit payment to Seller for such 

invoices no later than the 20th calendar day following receipt of such invoice and 

acknowledgment by Buyer that such invoice is correct as to charges and water usage. 

b. 
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9. EXCLUSIVE RESERVATION OF SE 
- -  _ _  

ER'S CAPACITY: Seller agrees, 

throughout the term of this Agreement, to provide Buyer with an exclusive reservation of 

its water treatment capacity, such reservation to not be less than capacity needed under 

this Agreement to treat and deliver Service to the Point of Delivery as set forth in this 

Agreement. 

10. SERVICE TO OTHERS BY SELLER PRIOR TO THE POINT OF DELIVERY: 

Seller warrants and represents that any water service to others prior to the Point of . -  

Delivery shall not interfere with or diminish its obligations to the Buyer under this 

Agreement. In the event of any such interference or diminishment, Seller shall 

immediately cease or diminish such Service to others until full Service is restored to Buyer. 

11. ADDITIONAL EXPANSION BY SELLER: Seller agrees that upon 

undertaking any expansion or enlargement of the capacity of its existing supply or 

treatment facilities, it will notice Buyer of its intention to do so and will afford the Buyer with 

a reasonable opportunity to negotiate for the additional purchase or delivery of water. 

12. LIMITATION OF SERVICE TO BUYER FOR REASONS BEYOND 

SELLER'S CONTROL: 

a. Buyer acknowledges that unexpected supply or treatment problems 

may occur which are beyond Seller's control. In the event such unexpected problems limit 

or prevent the Seller's ability to deliver Service to the Point of Delivery, and such problems 

limit or prevent the delivery to any of the Seller's customers, then Seller agrees that any 

restrictions on water delivery shall apply to the Buyer in a similar manner which Seller 

applies to its customers of the highest and most important priority. 
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- - -  - _  _ _  - .  

b. Seller will use its best efforts to restore full Service to Buyer as 

promptly and completely as possible. Time is of the essence for the restoration of full 

service. 

13. TERM AND EXTENSIONS: The term of this Agreement shall begin on the 

date this Agreement is executed by both parties hereto and shall terminate on 

December 31, 2030. This Agreement shall be automatically extended for two (2) 

consecutive additional terms of twenty-five (25) years each, unless Buyer provides written 

notice to Seller at least two (2) years prior to the end of the then existing term, that Buyer 

does not intend to extend the then existing term. 

_ -  

14. BUYER'S REPRESENTATIONS AND WARRANTIES: 

a. Buyer is a Kentucky corporation with the authority to enter into this 

Agreement, and subject to regulatory approval. has the authority to perform under the 

terms of this Agreement. 
I 

b. Buyer shall be responsible for the maintenance of water quality after 

the Point of Delivery provided that Seller has delivered Service to the Point of Delivery 

pursuant to this Agreement. 

c. Provided Seller has delivered Service to the Point of Delivery pursuant 

to this Agreement, Buyer shall be responsible for any bursting or breakage of pipes or 

damages to persons or property after the water is delivered to the Point of Delivery. 

d. Buyer will immediately notify Seller of any emergency or condition 

which would adversely affect the quality, quantity or pressure of the water in the Seller's 

system. 

8 



_ .  - - -  - - - _ _  _ _  

15. SELLER'S REPRESENTATtONS AND WARRANTIES: 

a. Seller is an municipal corporation with the authority to enter into this 

Agreement, and has the authority to perform under the terms of this Agreement. 

b. Seller will deliver Service to the Point of Delivery that meets or 

exceeds the applicable quality standard of all local, state and federal regulatory agencies 

and the requirements of Section 6 of this Agreement. 

c. Seller will immediately notify Buyer of any emergency or condition 

which would adversely affect the quality, quantity or pressure of the water in the Buyer's 

system. 

_ -  

d. Seller acknowledges its obligations under this Agreement and 

specifically incorporates the Sellers commitments in this Agreement. 

e. Seller shall be responsible for the Project Facilities and the quality, 

rate of flow and pressure of the water in the Project Facilities prior to the Point of Delivery 

and all damages to persons or property before the water is delivered to the Point of 

Delivery, and any damages arising from any contamination of Seller's water supply. 

16. TERMINATION: 

a. Buyer may terminate this Agreement upon six (6) months written 

notice in the event of: 

1. Repeated failure of Seller to meet its commitment to reserve 

capacity, or to meet the water delivery requirements in Section 6 hereof. 

2. Revocation of Seller's authority to do business. 

9 



.. 

3. Seller's breach of any of the Representations and Warranties 

in this Agreement. 

b. 

in the event of: 

Seller may terminate this Agreement upon six (6) months written notice 

I .  Repeated failure of Buyer to pay its invoices for water service 

on a timely basis. 

2. 

3. 

Revocation of  Buyer's authority to do business. 

Buyer's breach of any of the Representations and Warranties. 
-~ - 

I 7. MISCELLANEOUS PROVISIONS: 

a. This Agreement is subject to the approval of the Kentucky Public 

Service Commission ("PSC') and receipt by Buyer of a final, non-appealable Order from 

the PSC in the form of a Certificate of Convenience and Necessity for the facilities to be 

constructed pursuant to this Agreement. 

b. 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. 

parties hereto. 

d. 

This Agreement is binding on the successors and assigns of the 

Buyer and Seller agree that each of them 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 reasonable notice, except as those records may be subject to a 

IO 



- -  - - - .  . 

recognized privileged or be confidential. To the extent that access relates to confidential 

records, the party requesting the access shall be entitled to access upon the execution of 

an agreement pledging the maintenance of confidentiality of the information being 

accessed. Without way of limitation, such information shall include all costs of design, 

construction, financing, and costs of operation and maintenance of the facilities 

contemplated by this Agreement. 

e. Seller agrees to carry, throughout the term of this Agreement, such 

liability and casualty insurance in a form and amount subject the reasonable determination 
_. - 

of the Buyer. Seller shall, upon Buyer's request, show evidence of such insurance by a 

certificate which includes Buyer as a loss payee or beneficiary under such insurance 

coverage. 

f. Buyer reserves the right to develop and use other water supply 

sources and may obtain water from sources other than the Seller. 

g. The parties agree to operate and maintain their respective facilities 

in an efficient and economical manner and in accordance with all applicable local, state 

and federal laws, regulations and performance standards. 

h. This Agreement may be amended at any time by mutual agreement, 

in writing, of the parties. 

i. Both parties agree to use their best efforts to obtain all regulatory and 

legal approvals required for the  accomplishment of the terms of this Agreement. 

i. Time is of the Essence under this Agreement. 



- - - -  - - -  - ---.  - -  - ._-- - -... ._.__. . . _ _  . _ . _ _ _ _ _ - _ _ _  _ _ _  
k. The parties acknowledge that the water to be purchased hereunder 

will be manufactured and 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 

Seller with a duly executed ”Resale Certificate” or such other documentation as the parties 

deem appropriate. 

IN WITNESS WHEREOF, the parties have set forth their hands the day and year 

_- 
first above written. 

BUYER: SELLER: 

Kentucky-American Water Company Louisville Water Company 

By: - B y :  . 

Title: Title: 

Date: Date: - _ I ~  

Attest: Attest: 1- 

3 12\C:\Work\LWI\KAWC\81uegrass\OO4Louisville Agr 
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Printed by Joan Malone / THRD4 2/09/98 1:15pm 
............................................................................ 
From: Joan Malone / T m 4  
TO: E!&  mill^?^: ,J TRPJ)~,  Greg Heitzmafi / ~ H I t - n r !  
Subject: fwd: Kentucky-American ............................................................................ 
===NOTE=============== 2/06/98=12:llpm===========f============================= 

I had a conversation today with Roy Mundy concerning Xentucky-American's 
work to complete their certificate of need case far the pipeline. 
Kentucky-American's project schedule calls for them to have the case 
submitted to PSC by April 1. In view of that schedule, they are stepping up 
the pace of their work and will be requesting information from us on a more 
frequent and likely accelerated pace. 

One key item they will be pursuing is a draft contract. Roy advised they 
are taking the 1991 draft contract proposal and adapting it to changes which 
have occurred in the interim. They may also be incorporating some of the 
elements of their other wholesale contracts. The contract draft is being 
prepared by Herb Miller, their new counsel at Kentucky-American. Since 
Kentucky-American is now a separate operating company, they have a house 
counsel. He will be connecting with Joe Helm to discuss the contract. Roy 
describes this as the basic elements of the contract such as length, 
escalator clauses, etc. He is well aware of the work Bob Miller and Coleman 
Bush have underway on rates. I believe the Voorhees office of American 
would like to see a draft contract with pretty firm consensus before the RFP 
for pipeline design is issued. I believe they hope to issue that RFP in a 
few weeks. 

I suspect you have already had some more conversations with those you are 
working with at American. Time is now becoming an important element in this 
process. I advised Roy we had a great deal of work underway, but we would 
give this work a high priority. 

We should discuss this in detail the next time we have an opportunity. 

Fwd to: Joan Malone / THRD4, Karen Willis / THRD 

FYI .  

Fwd=by:=Greg=Heitzman=2/09/98t12:43pm======================================= 

.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Karen: I believe you and Alan know what I need. 

1. Cost/Hydraulic scenarios for water main to both JC line and Veechdale 
interchange. 

2. a summary of potential Shelby Co demand scenarios (above the 1 MGD limit 
at existing NSWD and WSWD master meters). Also get an average Ford Assembly 
Plant demand from Fern Valley from 1997 (avg day). 

3 .  Draft a letterlfax for me to sign for Friday to KA confirming the US 60 
route as generally acceptable, pointing out concerns with a. easement 
density, B. constructibility (commercial route vs cross country farm land), 
c. value of easements, d. transition back to gas pipeline route south of 
1-64, e. availability of reliable power source for the pump station/master 
meter comnplex. 

4 .  get the W S W D  and NSWD OF of tanks (from Sandy). Plus look thru Tony's 
info to see if we can find a WSWS distribtion map. I need to know where 
their key water mains are. I recall seeing one, that Tony had. 

let's plan to meet Friday morning at 9:OO-12:OO with me, you and Alan, plus 
Bob if available, to confirm our strategy. We might also take a filed trip 
Fri morning on the route. 

Page: 1 
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cc: J. Buber, B. Miller, K- Willis 
G .  Heitzman 5/12/97 

2300 Richmind Road Lexington, Kentucky%k&?( - F0#+m2@6 Fax (606) 268-6327 

GFFJCE OF V.P./C:;IEF E ~ C G .  
LC'rflSVILLE V~.,?,;ER co. Linda r. Bridwell, P.E. 

Engineering Msnoger 

May 5, 1997 

Mr. Greg Heitzman, PE 
Vice President-Chief Engineer 
Louisville Water Company 
435 South Third Sheet 
Louisville, KY 40202 

RE: Water Supply Project 

Dear Greg: 

As a follow-up to our March 20 meeting, I 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 Dav . Demand Drought Averaee Day 
Averaee Dav Demand ]Deficit Demand Deficit 

Year m fJYGx9 fBl.GDl 
2000 2.136 7.73 14 
2005 2.136 1 I .24 16 
2010 2.136 14-76 19 
201 5 2.136 18.02 21 
2020 2.136 21.28 23 

The average day demand is a projected base flow for water quality purposes. It assumes a six-day 
detention time in the 277,000 feet of 36" pipe &om the Jeffferson County line to the connection point with 
Kentucky-American's distribution system during the warmest six months of the 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 is installed, and we would like to see the agreement 
allow far 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. The 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 is projecting to design its construction based OR 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 Opponunily Employer 



Heitzman 
May 2,1997 
Page 2 

Our current construction cost estimates assume that Kentucky-American will construct and operate the 
booster station at the Jefferson County line. We would appreciate it if you could complete your cost 
analysis and proposed fees both with Louisville constructing the booster station, and with Kentucky- 
American constructing the booster station. 

f hope that this information is sufficient for you to provide us with a preliminary cost of service from the 
Louisville Water Company. Our hearing is still scheduled for May 21 at the Public Service Commission. 
Please call me at (606) 268-6373 if there are any concerns. 

Sincerely, 

Linda C. Bridwell, PE 
Engineering Manager 

c: R.W. Mundy, II 
C.D. Bush 



. . _ _  _.. . - -  

Roy W. Nliundy 11 
- 

Vice President and Manager 

April 7, 1997 

Robert K. Miller 
Vice President of Finance 
Louisville Water Company 
435 SDuth Third Street 
Louisville, Kentucky 40202 

Dear Mr. Miller: 

I appreciated the opportunity to get together with you and others 
at Louisville Water Company last month. We at Kentucky-American 
Water Company are looking forward to a long working relationship with 
the group at Louisville Water Company. 

me at my direct number 268-6320 at any time. 

I 

Again I enjoyed meeting with you. Please do not hesitate to call 

__Best regards, 

JPb 

/John Huber, President 

Kentucky-American Water Company 
2300 Richmond Road * Lexjngton. Kentucky 40502 * (606) 269-2386 





. .  

. . . .  _ _  . 

- . .  



Agenda for meeting-Kentucky-American Water Company and L,ouisville Water Company 
March 20, 1997 8:30a-noon 

Purpose: Discuss contract for sale of water by L,WC to KAWC 

1. Overview of status of PSC Case No. 93-434 L‘An investigation of the sources of supply and 
future demand of Kentucky- American Water Company.” (KAWC) 

2. Report of LWC’s treatment capacity, average day, maximum day, maximum hour. (L,WC) 

3:  Water Quality. 

4. LWC’s improvements necessary to serve pipeline. KA’s share of these costs. 

5 .  Simpson 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. 

8. Review draft contract. 



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. 5 0 2 - 5 6 9 - 3  6 0 0 FAX 5 0 2 - 5 8 5 - 2 8 0 6  

March 3, 1993 

Mr. Robert A. Edens 
Vice President & General Manager 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, Kentucky 40502 

Dear Rob: 

Subject: Water Sales Agreement Ratemaking Issues 

Louisville Water Company staff has evaluated a number of ratemaking methodologies 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 managing long-term 
risks. I have enclosed a copy of our 1992 Rate Study which is used as a reference in the 
following outline. 

I. , Investment Recovery For Existing Facilities Within Jefferson County (Demand 
Charge) 

A. KAWC provides long range consumption levels for planning 
purposes only. 

B. KAWC provides capacity commitment request for next year by 
October 1st of each year in terms of: 

1. Average Day Consumption 
2. Maximum Day Consumption 
3. Maximum Hour Consumption 

C. KAWC capacity comrnitrnent request must be at least equal to 
previous year request. 

D. If actual Average Day Consumption, Maximum Day Consumption 
or Maximum Hour Consumption exceeds commitment request, 
then actual consumption level replaces commitment request. 

An Equal Opportuni ty  Emplayer 



E, iJtiiity Rate s-chedule 1 Deprecia&on (line zj and- Retu-m 

on Plant Investment (line 3) then allocated to KAWC based on 
ratio of capacity commitment request / ten-year system averages. 

1. (Average Day Commitment / System Ten-Year 
Average Day Consumption) * (Base Depreciation 
Expenses + Base Return on Plant Investment) 

2. (Maximurn Day Commitment / System Ten-Year 
Average Maximum Day Consumption) * (Maximum 
Day Depreciation Expenses + Maximum Day 
Return on Plant Investment) 

3. (Maximum Hour Commitment / System Ten-Year 
Average Maximum Hour Consumption) * 
(Maximum Hour Depreciation Expenses + 
Maximum Hour Return on Plant Investment) 

F. Water sold to KAWC would no longer be considered surplus, and 
restrictions on use wauld be similar to retail customers. 

G .  Methodology eliminates KAWC retail risk for allocation of 
depreciation and return on plant investment. 

I H. Important to identify those assets common to only retail customers. 

11. Recovery of Operating Expenses (Commodity Charge) 

A. Based on KAWC current year actual consumption or specified 
contract minimum, whichever is higher, 

B. Utility Rate Schedule 1 Operating Expenses (line 1) allocated to 
KAWC similar to methodology in I.E.l-3 above, except charged 
as consumption based item instead of fixed cost item: 

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 Maximum Day Consumption - 
Previous System Average Consumption) * 
Maximum Day Operating Expenses 
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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 I Customer Costs allocated based on sum of 
equivalent meter capacities * service charge per equivalent meter 
unit (see service charge specified in rule 6.02. 

XV. System Development Charge 

A. System Development Charge will be charged for the purpose of 
recovering past and future growth related capital expenditures for 
transmission aid storage. 

B. Based on sum of equivalent meter capacities * System 
Development Charge. 

C. System Development Charge applied on one-time basis each time 
additional meter capacity is added. 

V. Investment Recovery For New Facilities Within Jefferson County 

A. New facilities will be financed through borrowed funds. 

€3. Investment will be recovered through collection of debt service 
payments from KAWC. 

C. Additional payment to reflect resulting lowered LWC borrowing 
capacity may be determined. 

D. Contract termination provisions exclude recovery of debt service 
from KAWC. 

E. Cost of replacing or extending life of new facilities will be 
recovered from KAWC. 



I look forward to discussing this matter 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 an optimal way for Kentucky-American Water Company and Louisville Water Company 
to manage their long-term risks. 

Best regards, ] A 

7 John L. Huber 
President 

LOU1 SVILLE WATER C O M P A N Y  



WATER PURCHASE AGREEMENT 
I 

day of  THIS WATER PURCHASE AGREEMENT dated a s  o f  t h e  - , 199-, i s  between 

LOUISVILLE WATER COMPANY, 
a m u n i c i p a l  c o r p o r a t i o n  
435 South Th i rd  S t r e e t  
L o u i s v i l l e ,  Kentucky 40202 

and 

KENTUCKY-AMERICAN WATER COMPANY, 
a D e l a w a r e  c o r p o r a t i o n  
2300 Richmond Road 
Lexington ,  Kentucky 40502 

( "SELLER" ) 

RECITALS 

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  o f  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 th rough  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  w a t e r  t o  cus tomers  w. i thin t h e  C i t y  
of L o u i s v i l l e  and t h e  County o f  J e f f e r s o n  and beyond. 

B.  P u r c h a s e r ,  a p r o f  i t -making c o r p o r a t i o n ,  is  engaged i n  t h e  
t rpatrment ,  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 w a t e r  i n  t h e  Lexington-  
F a y e t t e  County area and beyond. 

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  i t s  t r e a t m e n t  
sys t em and i s  a g r e e a b l e  t o  s e l l i n g  w a t e r  t o  Purchase 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  i t s  
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 ,  has  de t e rmined  t h a t  it will be  i n  
need of  a d d i t i o n a l  w a t e r  s o u r c e s  d u r i n g  t h e  t e r m  o f  t h i s  Agreement 
and ,  t h e r e f o r e ,  i s  d e s i r o u s  of p u r c h a s i n g  t r e a t e d w a t e r  f rom S e l l e r  
on t h e  t e r m s  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  set  f o r t h  below t h e  p a r t i e s  
agree as follows: 

1. Ex tens ion  of Main. S e l l e r  agrees, s u b j e c t  t o  c o s t  
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 main,  having a d i a m e t e r  of t h i r t y - s i x  i n c h e s  or  more, 
e x t e n d i n g  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  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  Je f f e r son-She lby  
County l i n e  where such  l i n e  i n t e r s e c t s ,  more o r  less, w i t h  

, t h e  contempla ted  p o i n t  of d e l i v e r y  o f  water  
t o  the Purchase r  ( t h e  " P o i n t  of  D e l i v e r y " ) .  Design of t h e  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  Purchase r  t h a t  it h a s  



o b t 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  p roceed  w i t h  i t s  c o n s t r u c t i o n  
of a main ex tend ing  from t h e  P o i n t  of D e l i v e r y  t o  i t s  s y s t e m  i n  
Lex ing ton-Faye t t e  County. The main b e i n g  i n s t a l l e d  by t h e  Seller 
s h a l l  be owned and m a i n t a i n e d  by it. 

2. Reimbursement t o  S.eller 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 g  T h e r e t o .  P u r c h a s e r  a g r e e s  t o  r e imburse  
S e l l e r  f o r  t h e  c o s t  of such  main e x t e n s i o n  and for t h e  debt  service 
c o s t  i n c u r r e d  by S e l l e r ,  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  
Seller i t s  d e b t  service cos t ,  as i n c u r r e d ,  i n  bor rowing  t h e  funds  
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  o f  t h e  main and t h e  c o s t  of 
i s s u a n c e  o f  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  elects t o  i n s t a l l  a main 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 storage f a c i l i t y  t o  t h e  p o i n t  o f  d e l i v e r y  i n  excess o f  36 i n c h  
i n  diameter,  S e l l e r ,  n o t  P u r c h a s e r ,  w i l l  pay a l l  costs, i n c l u d i n g  
debt s e r v i c e  c o s t  and bor rowing  e x p e n s e s  i n c u r r e d  because  of t h e  
i n c r e a s e d  s i z i n g  of t h e  main.  I n  t h e  e v e n t  S e l l e r  elects t o  b u i l d  
a l a r g e r  main,  it w i l l  so  n o t i f y  Purchase r  and w i l l  p r o v i d e  
Purchase r  w i t h  estimates o f  t h e  d i f f e r e n c e  between t h e  cost  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  cost  o f  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 o f  C o n s t r u c t i o n .  S e l l e r  s h a l l  c a u s e  t h e  m a i n  
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  t o  t h e  
P o i n t  o f  Del i -very t o  be comple ted  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  t o  t h e  f i n a n c i n g  a r r angemen t s  o r  
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 ,  l a b o r  d i s p u t e s  or ac t s  of  G o d  o p e r a t i n g  t o  
e x t e n d  Se l l e r ' s  comple t ion  d e a d l i n e .  

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  a r r angemen t s  p e r m i t  prepayment  of t h e  p o r t i o n  of t h e  
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  a s  Purchaser  
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 ts  o p t i o n  and 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  Seller t o  e x e r c i s e  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  paying  over t o  S e l l e r  or its 
f i s c a 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  a re  g i v e n  t h e  funds  
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  costs 
r e l a t i n g  t h e r e t o .  

5 .  Purchase  of Water - Q u a l i t y  and Q u a n t i t y .  Sel ler  a g r e e s  
t o  f u r n i s h  t o  Purchaser  a t  t h e  P o i n t  of De l ive ry  d u r i n g  t h e  t e r m  of 
t h i s  Agreement,  and any r e n e w a l  or  e x t e n s i o n  t h e r e o f ,  t r ea t ed  w a t e r  
a t  a f l o w  r a t e  n o t  t o  exceed  twe lve  thousand ( 1 2 , 0 0 0 )  g a l l o n s  p e r  
minu te .  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 S e l l e r  a g r e e s  t o  s e l l  
d u r i n g  t h e  months o f  October t h r o u g h  A p r i l  of each  y e a r  ( t h e  "Non- 
i r r i g a t i o n  Season") o f  t h e  t e r m  no less t h a n  3 , 0 0 0 , 0 0 0  g a l l o n s  of 
S e l l e r ' s  water ,  a day ,  and no less t h a n  5 , 0 0 0 , 0 0 0  g a l l o n s ,  a day,  
d u r i n g  t h e  months of May th rough  September o f  e a c h  y e a r  ( t h e  
" I r r i g a t i o n  Season")  of t h e  t e r m .  P u r c h a s e r  u n d e r s t a n d s  and agrees 
t h a t  s h o u l d  i t  wish t o  b e  s u p p l i e d  w i t h  more t h a n  
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 ,  t h e  s a l e  
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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 of t h e  
Seller 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 tem.  

6 .  P r e s s u r e  a t  P o i n t  of D e l i v e r y .  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 de l ivery  w i l l  be 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  
p r e s s u r e ,  c a l c u l a t e d  at: e l e v a t i o n  p.p. m s l .  I f  g r e a t e r  
p r e s s u r e  t h a n  normal ly  a v a i l a b l e  a t  t h e  P o i n t  o f  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  c o s t  o f  p r o v i d i n g  s u c h  g r e a t e r  p r e s s u r e  
s h a l l  be borne  by it. Emergency f a i l u r e s  of p r e s s u r e  or  supp ly  due 
t o  main b 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  o f  water t o  
f i g h t  f i r e ,  l a b o r  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  e x c u s e  Sel ler  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  o f  t i m e  a s  may be n e c e s s a r y  t o  r e s o l v e  
t h e  s i t u a t i o n .  

7 .  Meter ing  Arranqements .  Se l l e r  agrees t o  f u r n i s h  and 
i n s t a l l  a t  t h e  P o i n t  o f  D e l i v e r y  a s e r v i c e  m e t e r  o r  b a t t e r y  of 
m e t e r s ,  i n c l u d i n g  meter house or v a u l t ,  f o r  p r o p e r l y  measur ing  t h e  
q u a n t i t y  o f  water  b e i n g  d e l i v e r e d  t o  Purchase r  and t o  c a l i b r a t e  
such  m e t e r i n g  equipmentwhenever  r e q u e s t e d  by P u r c h a s e r  b u t  no 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 meter 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  b e l o w  t h e  t es 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  of any m e t e r  d i s c l o s e d  by 
tes t  t o  be i n a c c u r a t e  s h a l l  be  corrected f o 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 such  t e s t .  If any meter f a i l s  t o  register f o r  any p e r i o d  t h e  
amount o f  w a t e r  f u r n i s h e d  d u r i n g  s u c h  p e r i o d  s h a l l  be  deemed t o  be 
t h e  amount o f  water  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  
immedia te ly  p r i o r  to  t h e  f a i l u r e ,  u n l e s s  S e l l e r  and P u r c h a s e r  s h a l l  
a g r e e  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 access t o  t h e  meter a t  r e a s o n a b l e  t i m e s  f o r  t h e  purpose  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  f o r  
water  d e l i v e r e d  under  t h i s  Agreement i n  acco rdance  w i t h  t h e  rates 
de te rmined  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  Schedule  
A ,  a t t a c h e d  h e r e t o  a n d  made a p a r t  he reo f  by r e f e r e n c e ,  such  rate 
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  w i t h  t h e  f i r s t  day o f  J anua ry  of 
e a c h  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  c a l e n d a r  
y e a r  and computa t ions  r e s u l t i n g  theref rom.  Recogniz ing  t h a t  
P u r c h a s e r ' s  sys tem w i l l  n o t  be r e a d y  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 a g r e e  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 water de l i .very  t h a t  t h e  i n i t i a l  ra te  o b l i g a t i o n s  can be 
de te rmined .  Seller s h a l l  i n v o i c e  Purchase r  o n  a monthly b a s i s  
f o r  water for, t h e  pxevious  month,  Pu rchase r  t o  r e m i t  payment 
t h e r e f o r e  w i t h i n  days  o f  r e c e i p t  o f  Se l l e r ' s  b i l l i n g .  
F a i l u r e  t o  pay w i t h i n  such  t i m e  w i l l  r e s u l t  i n  a p e n a l t y  of 

p e r c e n t  ( 8 )  p e r  month f o r  such  de l inquency  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  a v a i l a b l e  t o  Se l le r  as 
set f o r t h  h e r e i n a f t e r .  
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9 .  -- Purchaser  War ran t i e s  and Aqreements. Purchaser  war ran t s ,  
covenants  and a g r e e s  a s  fo l lows:  

(a )  That  it will n o t  s e l l  water  provided  under t h i s  Agreement 
t o  s e r v e  areas w i t h i n  t h e  geograph ica l  boundar ies  of J e f f e r s o n  
County, t o  serve a r e a s  then  be ing  s e r v e d  by wholesa le  customers  of 
Seller o r  t o  serve r e t a i l  systems t h e n  be ing  l e a s e d  o r  managed by 
Seller.  

( b )  That  i.ts demand f o r  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  p e r  minute  se t  f o r t h  i n  paragraph  5 ,  above, and 
t h a t  t h e  t o t a l  g a l l o n s  t aken  p e r  month w i l l  m e e t  t h e  minimum b u t  
w i l l  n o t  exceed t h e  monthly maximum s e t  f o r t h  i n  paragraph 5 ,  
excep t  t o  t h e  e x t e n t  i n c r e a s e d  by subsequen t  agreement.  

(c) That  it s h a l l  be r e s p o n s i b l e  f o r  t h e  maintenance of w a t e r  
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 ive ry ,  and 
Purchaser  assumes all.  l i a b i l i t y  f o r  any and a l l  damages o f  any k ind  
i n c l u d i n g  b u t  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  o r  persons which 
occur  d i r e c t l y  o r  i n d i r e c t l y  as a ' r e s u l t  o f  impure o r  subs tandard  
w a t e r  emanat ing beyond t h e  P o i n t  of De l ive ry .  

(d )  That  Seller s h a l l  no t  be l i a b l e  o r  accountable  f o r  any 
b u r s t i n g ,  b reakage  OL a c c i d e n t  of any k ind  t h a t  may occur  w i t h i n  
P u r c h a s e r ' s  w a t e r  system, or any damages o f  any k ind  or  n a t u r e  
i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  i n j u r i e s  t o  persons  o r  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 o r  a c c i d e n t  o f  
w a t e r  mains  or p i p e s  l o c a t e d  beyond t h e  P o i n t  of Del ivery .  

(e)  The Seller s h a l l  n o t i f y  immediately t h e  Purchaser  of any 
emergency OL 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 Seller w i l l  p rov ide  Purchaser  with t h e  
same d i s c o u n t  ii provides  i t s  o t h e r  l a r g e r  customers .  

( f )  S u b j e c t  to  t h e  p r o v i s i o n s  o f  paragraph  1 0 ( b ) ,  below, 
Seller w i l l  n o t  be cons ide red  i n  b reach  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  t o  t h e  P o i n t  of De l ive ry  pursuant  
t o  paragraph  5 ,  above, due t o  r e a s o n s  beyond Se l le r ' s  c o n t r o l .  

10.  Se l le r  Warrant ies  and Agreement. Sel ler  war ran t s ,  
covenants  and agrees a s  follows: 

(a) Tha t  the  water d e l i v i r e d  t o  t h e  P o i n t  of De l ive ry  sha l l .  
meet a p p l i c a b l e  p u r i f i c a t i o n  s t a n d a r d s  of t h e  Kentucky N a t u r a l  
Resouxces and Environmental  P r o t e c t i o n  Cab ine t  and,  or such 
s u c c e s s o 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  a s  such changes 
are modi f ied  from t i m e  t o  t i m e  d u r i n g  t h e  t e r m  he reo f .  

( b )  Tha t  i n  t h e  e v e n t  of  an extended s h o r t a g e  of water ,  or 
t h e  supp ly  of water a v a i l a b l e  t o  Se l l e r  i s  d iminished  f o r  reasons  
beyond i t s  c o n t r o l ,  t h e  supply of water  t o  Purchaser  s h a l l  be 
reduced o r  d iminished  i n  t h e  same r a t i o  o r  p r o p o r t i o n  a s  t h e  supply  
t o  Se l le r ' s  re ta i l  customers  i s  reduced o r  diminished.  

- 4 -  



( c )  The Purchaser  s h a l l  n o t i f y  immediately t h e  Seller 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  
Se l le r ' s  system. 

11. - Dura t ion  of Agreement. Th i s  Agreement commences wi th  t h e  
e f fec t 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 ive  ( 7 5 )  y e a r s  
t h e r e a f t e r .  

1 2 .  R iqh t s  t o  Terminate  Agreement. 

( a )  This  Agreement may be t e rmina ted  by Purchaser  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  even t  of any 
of t h e  f a l l o w i n g  occur rences :  

(i) Repeated f a i l u r e  of Sel ler  t o  m e e t  i t s  water 
d e l i v e r y  r e q u i r e m e n t s  

(ii) Repeated f a i l u r e  of Sel ler  t o  m e e t  water  
p u r i f i c a t i o n  s t a n d a r d s ,  r e c i t e d  hereinabove. 

( b )  This  Agreement may be t e rmina ted  by Se 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  even t  of 
any of t h e  fo l lowing  occurrences :  

F a i l u r e  of Purchaser  t o  pay i ts  monthly 
o b l i g a t i o n  w i t h i n  days  of t h e  due dat.e f o r  
monthly water  s e r v i c e .  

Revocation of P u r c h a s e r ' s  a u t h o r i t y  t o  o p e r a t e  a 
wa te r  d i s t r i b u t i o n  system by one o r  more 
governmental  a u t h o r i t i e s  having j u r i s d i c t i o n  _ _  
t h e r e o f .  

F a i l u r e  t o  ab ide  by one  oz 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  t o  purchase 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  paragraph  5 hereinabove. 

(c) Provided ,  however, t e rmina t ion  of  t h i s  Agreement by 
e x p i r a t i o n  o r  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  relieve Purchaser  of 
any f i n a n c i a l  o b l i g a t i o n s  t o  Se l le r ,  as s e t  f o r t h  h e r e i n  or 
o t h e r w i s e ,  nor  shall terminat i .on o p e r a t e  t o  r e l i e v e  Se l le r  of any 
then  e x i s t i n g  o b l i g a t i o n s  t o  Puqchaser a r i s i n g  hereunder .  

13. Misce l laneous .  

2 8 : c j f : l S  
U T 1  .B8571 
15 : KYAM . agm 
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DATE: 

IUE: 

November 30, 1993 

PSC--KAWC Rate Increase Application 

. 
Attached is the Public .. Service Commission’s Order, dated November 19, 1993. 

jcm 
attachment 

LIST: Janice K. Barnette 
Gregory C. Heitzman 
Robert K. Miller 
Barbara L. Crow 
Anthony I. Elpers 
J. Vincent Guenthner 



bcc: MS. J a n i c e  B a r n e t t e ,  M r .  Greg Heitzman, M r .  S t eve  Hubbs, * 
M r .  Robert  Mi l le r ,  M r .  Larry Shanks,  M s .  Barbara  Crow 
M r .  Vince Guenthner ,  M r .  Bo W i l l i a m s  

- .  . -  - - - -  - - -  
*d 1 . C ’ ! d T I ~ ~ , T J ~ , ~ - , ~  .-. iv<,~kTr;.~t ~ ~ ~ \ ~ p ~ A ~ ” y  

435 S O U T H  T H I R D  S T R E E T  - L O C J I S V I L L E .  K E N T U C K Y  4 0 2 0 2  

T E C  502-569-3600 F A X  5 0 2 - 5 8 5 - 2 8 0 6  
JOHN 1,. H U U E H  

P R E S I D E N T  

November 24, 1993 

Board of Water Works 
Louisville, Kentucky 

Dear Directors: 

RE: Kentucky-American Rate Increase 

The attached article from the Lexington Herald Leader summarizes actions taken by the 
Kentucky Public Service Commission on Kentucky American’s latest rate case and on 
preliminary planning for a pipeline to the Ohio River. The article reports these significant 
outcomes: 

DC Kentucky-American was allowed only 1/3 of the increase requested on the rate 
filing. 

DC The commission will investigate future water supply demands and the need for 
a pipeline to the Ohio River. 

c Ken tucky-American cannot charge customers for preliminary pipeline planning 
until the commission’s investigation is completed. 

c Kentucky-American was directed to quickly come up with an “aggressive” water 
conservation plan. \ \  

c The commission ordered Kentucky-American to end rate making practices that 
give price breaks to industries that use more water. 

Each of these items is significant, but the overall change in philosophy of the PSC indicates they 
are beginning to adopt (at least for the Lexington area) water resources planning and rate making 
philosophies currently being implemented in the arid, water resource short areas of the western 
and sauthwestern United States. 

* .  

An Equal Opportuni ty Employer 



Board of Water Works 
Louisville, KY 
November 24, 1993 
Page 2 

Please call me if you have any questions or comments. 

Sincerely, 

John L. Huber 
President 

JLH/pj 
Attachment: Lexington Hearkl Leader article of 1112 1/93 

cc: Ms. Joan Riehm 
Mr. Joseph Helm 

LAOT_JISVILLE IVATFdR COMPANY 
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MEMORANDUM 

6 '  To: File 

From: Vince Guenthner )Irov 

Date: Novernber 24, 1993 

Re: KY-American Rate Case 

On Friday, November 24, I spoke with Jan Davie from KY-American regarding the 
PSC's ruling. Jan informed me that they are still evaluating the impact of the ruling and 
are not sure what effect it will have on the proposed pipeline. The ruling was jus t  sent 
to the corporate headquarters and they are currently in the process of evaluating what 
steps the company will take. 

Key points of the ruling are as follows: 

* Does not allow pipeline expenditures to be part of the rate base. 

* KY-American will have four flat-rate customer classes. They will have a flat rate for 
residential, commercial, municipal, and industrial customers. 

They will, still realize an overall 3% increase in rates. They originally asked the PSC 
for a 9.27% rate increase. 

* KY-American must submit a plan to the PSC by December 9 on their supply 
managernerit planning process. This could lead toward complete implementation of an 
integrated resource planning process. 

* KY-American started collecting the rate increase before it was approved, so it  has to be 
refunded. 

* By January 28, 1993 they have to submit to the PSC an aggressive Conservation Plan. 
The PSC did not offer any guidance on this issue. This may lead to such measures as 
low flow plumbing fixtures. 

additional water resources in the region. 
* The PSC will investigate future water supply and demand to determine the need for 

Jan Davie will continue to keep me informed as the Company determines what steps they 
are going to take. 

cc: John L. Huber 
Janice Bamette 
Greg Heitzman 
Bob Miller 
Barbara Crow 



-DA-rn: October 20, 1993 

RE: Kentucky-American Water Company 

Bob Edens called today to advise that he attended a meeting of water systems along the conidor 
between Lexington and Maysville to discuss future water supply needs. The meeting was 
arranged by the Buffalo Trace Area Development Districts. Approximately 25 cities and water 
districts attended. 

At the meeting, Bob Edens made a presentation covering the following topics: 

w He discussed Kentucky-American’s current and future water supply needs, and 
how those needs relate to the availability of water resources from the Kentucky 
River. 

D, He also discussed the conversations held to date with the Louisville Water 
Company and the activities Kentucky-Amencan is currently pursuing relative to 
the possibility of a water supply main to Louisville. 

He alsa questioned whether there were issues and possibilities the group wished 
to further explore. 

There is an area near Maysville that has  had previous opportunities for economic development 
but has had those opportunities stifled due to the unavailability of water supply. They sought 
additional supply from the city of Maysville, but the city of Maysville was unable to provide it. 
Further, the city of Maysville has some need to update and expand its water supply. 

jcm 

cc: Janice K. Barnette 
Gregory C. HeitzmanJ 
Robert K. Miller 
Barbara L. Crow 
J. Vincent Guenthner 



bcc: M r .  Gregory C. Heitzman, Mr. Robert  K.  M i l l e r ,  M r .  J .  Vince Guenthner 
M r .  Joseph B. Helm 

L,OTJTSVILALE WATjZR CoWigANu 
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  40202 

TEL 502-569-3600 FAX 502-585-2806 
JOHN L. HUBER 

PRES1 DENT 

June2, 1993 

Mr. Don Mills 
Executive Director 
Commonwealth of Kentucky 
Public Service Cornmission 
730 Schenkel Lane 
P. 0. Box 615 
Frankfort, KY 40602 

Dear Mr. Mills: 

RE: Kentucky-American Water Company Rate Case No. 92-452 

Enclosed is material requested by Mr. Chetan Talwalkar through the PSC. We responded on 
May 21, 1993 to an earlier, similar information request by Mr. Talwalkar, but since the second 
request differed somewhat from the first, we are forwarding a complete set of information as 
requested through the Commission. 

Copies of our 1991 and 1992 Annual Reports are enclosed, which summarize the financial and 
operating information requested. The ten-year rate history and current rate schedule are 
enclosed, as is a summary of average and peak day pumpage from the Crescent Hill and Payne 
Plants. I believe this packet fulfils W. Talwalker’s request. 

Sincerely, I 

President 

jcm 
enclosures 

An Equal Opportunity Employer 



ATVEIUGE rpwp) PEAK DAY PW@AGE 
CXESCENT HILL MID PAYNE PLANTS 

1987 to 1992 

The Crescent HiU and Payne Plants serve the Louisville Water Company system. The Crescent 

Hill Plant serves the basic pressure system and pumps to reservoirs to establish a hydraulic 

gradient at 660 feet above mean sea level (msl). The Payne Plant pumps to reservoirs to 

establish a gradient of 860 msl. The Crescent Hill Plant has a nominal capacity of 240 million 

gallons a day (MDG). The Payne Plant has a nominal treatment capacity of 60 MGD. Treated 

water pumping facilities consist of four 15 MGD units. The 860 system the Payne Plant pumps 

to is served by both the Payne Plant and by the Crescent Hill Plant through booster pumping 

facilities. During peak pumping periods, Operations personnel choose whether to meet the peak 

on the 860 system from the Crescent Hill Plant and its booster pumping stations or from the 

Payne Plant, depending on which has the lower peak demand power rate. The Payne Plant can 

be operated during peak demand periods at up to 45 MGD, in its current configuration. If 

sustained deliveries in excess of 30 MGD develop, addition of pumping units or expansion of 

the Westport Road 660-860 transfer station will be considered. Current plans call for expansion 

of the Westport Station since it likely will have to be  relocated to accommodate a planned 

highway interchange. 

1987 
1988 
1989 
1990 
1991 
1992 

Crescent Hill Plant 
Max. D a  Ave. Day 

133.2 98.8 
158.4 98.4 
125.8 93.6 
143.6 96.1 
141.3 95.2 
121.1 90.2 

Pavne Plan1 
Max. Day Avg. Day 

26.2 16.1 
40.0 17.2 
28.0 16.0 
29.7 18.0 
31.8 19.8 
29.3 23.1 



Figure 1. Treatment processes used at the Louisville Water Company prior to 1975 

C o m b m a  
Chlorma I 

-- 
Figure 2. Chlorine dioxide-chloramination disinfection system 
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HISTORY OF LWC WATER RA- mCmASa- 

- 1993 
Adopted by the Board: December 8, 1992 
Became effective: With statement issued January 1, 1993 Percentage Increase: 2.8% 

1992 
Adopted by the Board: December 10, 1991 
Became effective: With statement issued January 1, 1992 Percentage Increase: 3.0% 

p!3J 
Adopted by the Board: December 11, 1990 
Became effective: With statement issued January 1, 1991 Percentage Increase: 3.7% 

-- 1990 
Adopted by the Board: January 16, 1990 
Became effective: With statement issued February 1, 1990 

1989 
Adopted by the Board: December 13, 1988 
Became effective: With statement issued January 1, 1989 

- 1988 
Adopted by the Board: December 8, 1987 
Became effective: With statement issued January 1, 1988 

1987 
Adopted by the Board: December 9, 1986 
Became effective: With statement issued January 1, 1987 

1986 
Adopted by the Board: November 12, 1985 
Became effective: With statement issued January 1, 1986 

1985 
Adopted by the Board: December 11, 1984 
Became effective: With statement issued January 1, 1985 

1984 
Adopted by the Board: November 15, 1983 
Became effective: With statement issued Januarv 1. 1984 

Percentage Increase: 2.6 % 

Percentage Increase: S .S % 

Percentage Increase: 2.8 % 

Percentage Increase: 5.9 % 

Percentage Increase: 6.5 % 

Percentage Increase: 7.2 % 

Percentage Increase: 4.8 % 



BOARD OF WATER WORKS 
RULES AND REMJLATIONS 

JANUARY 1, 1993 



WATER RATES 
_ -  - -  - 

LQUTSVXLIJE: WATER mL.l)?_n_F;F?I, T.0UISV1LLE, RIGNTUCKY 

BOARD OF WATER WORKS RULES AND REGULATIONS 

6-08 

6-01 For the  purpose of c l a s s i f y i n g  revenues,  and t o  provide 
for d i f f e r e n t  classes o f  rates, t h e r e  s h a l l  be e s t a b l i s h e d  seven ( 7 )  
classes of customers and t h r e e  ( 3 )  areas of s e r v i c e .  The classes of 
customers s h a l l  be i d e n t i f i e d  as R e s i d e n t i a l ?  Commercial, Indust , r ia l ,  
F i r e  Serv ice ,  F i r e  Hydrants, Municipal,  and U t i l i t i e s  Purchasing 
Water for Resale. The a r e a s  of s e r v i c e  s h a l l  be i d e n t i f i e d  a s  t h e  
a r ea  served by t h e  Company and ly ing  wi th in  t h e  County o f  J e f f e r son ,  
t h e  a rea  served d i r e c t l y  by t h e  Company through Company-owned f a c i l i -  
t i e s  and l y i n g  o u t s i d e  t h e  County of  J e f f e r s o n  and t h e  a rea  lying 
ou t s ide  t h e  County o f  J e f f e r s o n  and served d i r e c t l y  by t h e  Company 
through leased  f a c i l i t i e s  and where a surcharge is imposed by t h e  
l e s s o r .  

6-02 The rate charge for metered w a t e r  ~ e r v i c e  s h a l l  be com- 
prised of  two components which w i l l  represent;: 

(1) t h e  phys ica l  s e r v i c e  provided and t h e  p o t e n t i a l  demand 
of t h e  customer as determined by t h e  capac i ty  or c a p a c i t i e s  o f  t h e  
m e t e r ( s )  i n s t a l l e d .  The charge for each m e t e r  s h a l l  be t h e  product 
of t h e  s e r v i c e  charge for 5/8"  x 3/4" meter a n d - t h e  s e r v i c e  charge 
f a c t o r  l i s ted  he re in .  

METERSIZE ICR 

5/8"x3/4 " 

1. 1/2" 
2 " 
3 " 
4 " 
6 '' 
8 " 
10" 

16 '* 

1 '9  

12 0 9  

1-00 
2-58 
5-00 
8-00 
17 - 50 
30 - 00 
70 - 00 
125 - 00 
190 - 00 
290 - 00 
575 * 00 

( 2 )  t h e  w a t e r  consumption o f  the  customer as r e g i s t e r e d  on 
t h e  m e t e r ( s )  being used i n  t h e  b i l l i n g  per iod.  

The customer's b i l l  f o r  t h e  b i l l i n g  per iod s h a l l  be t h e  t o t a l  of the  
s e r v i c e  and commodity charge f o r  t h a t  per iod .  

c 



6-83 General  R a t e .  I n s i d e  t h e  County of J e f f e r s o n  and Leased 

A l l  classes of cus tomers  t a k i n g  metered s e r v i c e '  d i r e c t l y  from 
t h e  Company and s i t u a t e d  (1) w i t h i n  t h e  County o f  J e f f e r s o n  or ( 2 )  
o u t s i d e  t h e  County o f  J e f f e r s o n  and s e r v e d  through f a c i l i , t i e s  owned 
by o t h e r s  b u t  l e a s e d  by t h e  Company, and where a su rcha rge  is imposed 
by t h e  l e s s o r ,  e x c e p t i n g  the u t i l i t i e s  purchas ing  wa te r  for r e s a l e ,  
and e x c e p t i n g  t h e  munic ipa l  customers  who sha l l  be se rved  a s  provided 
i n  KRS 96.270 (3024a-6) a t  no c o s t  to t h e  customer,  and excep t ing  
p u b l i c l y  owned f i r e  h y d r a n t s  per se, s h a l l  be charged i n  accordance 
wi th  the following schedu le .  

Fac i l i t i es  Outs ide  the Coii i i ty  of J e f f e r s o n .  
. .  _ _ _ _  .~ _ _ _ _ _ _  _ _  . . _..- ----- .  - - --.- . 

5/8 "x3/4" $3-49 
1 '. 8-73 

1 1/2" 1.7 - 45 
2 " 27 - 92 
3 " 6.1 - 08 
4 " 104-70 
6 " 244-30 
8 '* 436 - 25 
1099 663 - 10 
12 " 1 , 012-10 
16" 2,006 - 75 

The charge  f o r  monthly usage 
wi th  t h e  fo l lowing  schedule :  

Thousand 
Gallon8 

P e r  
Month 

First 3 
Next 3 
N e x t  194 
Next 1 , 300 
Next 3 , 500 
N e x t  5,000 
A 1  1 consumptions 

i n  excess of 10 7 000 

s h a l l  be computed i n  accordance 

at $1-13 Per  1,000 gallons 
at 1-28 Per 1,000 gallons 
at 1-46 P e r  1,000 gallons 
at 1-35 Per 1,000 gallons 
at 1-28 Per  1,000 gallons 
at -98 Per 1,000 gallons 

at -90 Per 1,000 gallons 

The charge  for f i r e  s e r v i c e ,  where wa te r  may be t a k e n  for f i re  
p r o t e c t i o n  on ly ,  s h a l l  be i n  accordance  w i t h  t h e  fo l lowing  schedule .  
T h i s  cha rge  w i l l .  a l s o  be a p p l i c a b l e  t o  such f i r e  h y d r a n t s  as may be 
provided by p r i v a t e  agenc ie s .  

Size: 4 '* 6 " 8 " 10 " 12 " 
Monthly Charge: $9 - 00 $18 50 $35 - 25 $70 - 00 $140 50 

2 



__ . 

6 04 G e r ~ r ~ t l .  P ? % e  @ttei.de the  County of Zefferson 

A l l  classes of customers  t a k i n g  metered services d i r e c t l y  from 
the Company and s i t u a t e d  o u t s i d e  t h e  County of J e f f e r s o n ,  and se rved  
through f a c i l i t i e s  owned by t h e  Company, e s c e p t i n g  u t i l i t i e s  
pu rchas ing  w a t e r  f o r  r e sa l e ,  and e x c e p t i n g  p u b l i c l y  owned f i r e  
h y d r a n t s ,  s h a l l  be charged i n  acco rdance  wi th  t h e  fo l lowing  schedule :  

- -- - - 

5/8 "x.3/4 " 
1 " 

1 1/2" 
2 " 
3 " 
4 " 
6 '* 
8 " 
10 " 
12 " 
16" 

$3 - 49 
8-73 
17.45 
27 - 92 
61-08 
104 70 
244 - 30 
436 - 25 
663 - 10 

1,012-10 
2,006- 75 

The charge  f o r  monthly usage s h a l l  be computed i n  accordance 
w i t h  t h e  fo l lowing  schedu le :  

F i r s t  
Next 
Next 

Thousand 
Gallons 
Per 

kk2nt.h 
200 at $2.20 P e r  1,000 gallons 

1,300 at 1-52 F e r  1,000 gallons 
1,500 at 1-15 P e r  1,000 gallons 

The cha rge  for f i r e  service, where w a t e r  may be  t a k e n  f o r  f i re  
p r o t e c t i o n  only, s h a l l  be i n  acco rdance  w i t h  t h e  following schedu le -  
T h i s  cha rge  will a l s o  be a p p l i c a b l e  to such f i r e  h y d r a n t s  as m a y  be 
provided by p r i v a t e  a g e n c i e s .  

S i z e :  4 " 6 " 8 *' 10 " 12 " 
Monthly Charge: $9-00 $18-50 $35-25 $70-00 $140-50 

3 



. . . . . . . . . .  - . - .. - .. . . .  . . . . . . . . .  . . . . . . . . . . .  
u t i l i . t i . e s  which purchase w a t e r  for r e s a l e  wherever 

s i t u a t e d  s h a l l  be charged $1.13 per thousand ga l lons  f o r  a l l  water  
purchased, t h e  e leva ted  s e r v i c e  a r e a  surcharge s p e c i f i e d  i n  Rule 
6 -06 ,  and the  s e r v i c e  charge s p e c i f i e d  i n  Rule 6 . 0 2 ,  i f  app l i cab le ,  
t o  the po in t  a t  which w a t e r  is taken through t h e  master meter. 

pub-iic 

6-06 Elevated Service A r e a  Surcharge 

All. customers s h a l l  pay a su rcha rge  of $.19 per  thousand g a l l o n s  
i f  w a t e r  must be de l ivered  a t  a h ighe r  e l e v a t i o n  than t h e  general  
p ressure  plane served by t h e  Crescent  Hi l l /Card ina l  H i l l  sy s t em.  

6-87 At t h e  Company’s op t ion ,  b i l l s  may be rendered monthly 
o r  bimonthly. I f  t h e  b i l l s  are rendered on a bimonthly b a s i s ,  t he  
minimum monthly charge shown on t h e  Schedule o f  Minimum Monthly B i l l ,  
and t h e  ga l lons  of water shown i n  t h e  Schedule of Commodity Charges, 
and t h e  monthly charge i n  t h e  Schedule of  F i r e  Service Charges, s h a l l  
be mul t ip l i ed  by t w o .  

6-88 In  t h e  event t h a t  payment for any charge is not macle 
wi th in  twenty ( 2 0  days from t h e  b i l l i n g  d a t e ,  t he  n e t  amount of t h e  
b i l l  s h a l l  be increased by 5% and t h e  gross amount t h u s  determined 
must be paid.  One l a t e  payment w i l l  be accepted every twelve ( 1 2 )  
b i l l i n g  per iods  a t  n e t  amount i f  t h e  b i l l  is paid before  t h e  next 
b i l l i n g  d a t e .  

6-09 Where water is used wi thout  proper au tho r i za t ion ,  t h e  
es t imated  quan t i ty  af unmetered w a t e r  used s h a l l  be pa id  f o r  at  the 
r a t e  o f  $3.00 per  thousand ga l lons .  

6-10 Water taken from a L o u i s v i l l e  Water Company pub l i c  f i l l  
s t a t i o n  s h a l l  be pa id  for a t  t h e  r a t e  o f  $2.50  per thousand ga l lons  
p l u s  such depos i t s  as may be e s t a b l i s h e d  from t i m e  t o  t i m e .  

6 -  11 The Company s h a l l  have t h e  r i g h t  t o  r e q u i r e  t h a t  a l l  
customers f i l i n g  Bankruptcy under Chapter 7 ,  1.1 or 13 of the  
Bankruptcy Code, post  a d e p o s i t  equa l  t o  one and one-half t i m e s  an 
average b i l l  based on usage dur ing  t h e  past twelve months. 

Upon adoption, these rates s h a l l  become e f f e c t i v e  and apply t o  
s ta tements  mailed on and a f te r  January 1, 1993. 

1 2 / 2 / 9 2  

4 



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  40202 

TEL 502-569-3600 FAX 502-585-2806 

April 5 ,  1993 

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 

Lauisville 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 model including a sample billing assuming an 
average day of 3 MGD, maximum 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. 

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 Plant 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 11.35 % . 
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 Schedule 6 of the 1992 Rate Study. 

Please feel free t call Bob Miller at 502/569-3663 if you have any further questions. d 
1 John Huber 

President 

An Equal Opportunity Employer 
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Joseph B. Helm 

Direct Dial: (502) 568-0219 
E-Mail: Joseph@lou.bth-pllc.com 

Mr. Herb Miller 
General Counsel 400 West Market Street 

32nd Floor 

Via UPS 

Lmksville, KY 40202-3363 Kentuckv-American Water ComDanv 
z .  

(502) 589-5400 2300 Richmond Road Facsimile (502) 581-1087 
www.bth-pllc.com Lexington, KY 40502 

Lexington Office 

Lexington, KY 40507 1749 
(606) 231 OOOO 

2700 Lexington Financial Center 

Facsimile (606) 231 0011 

50 East RivelCenter Boulevard 

Covington, KY41011 
(606) 431-5550 

Re 

Dear Herb 

Water Supply Agreement, Exhibits and Schedules Thereto 

Northern Kentucky Office 

Suite 1500 
Per your telephone message, received this day, I am forwarding eight sets of 

originals of the Water Supply Agreement intended for execution by Kentucky- 
American in light of its recent Board approval 

Facsimile (606) 431-2191 

Indiana Office 
120 West Spring Street, Suite 400 
New Albany, IN 47150 

Facsimile (812) 948-7994 
(812) 948-2800 

Nashville Office 

Nashville, "N 37238 
315 Deaderick Street, Suite 2222 Enclosures 

(615) 770-4100 
Facsimile (615) 770-4108 copy to Mr. John L. Huber 

Sincerely, 

Xseph  B. Helm 

uTl..D2075:015.jrc 
F:\USERS\O 1 5LWCWlLLER€I.L,TZ 

mailto:Joseph@lou.bth-pllc.com
http://www.bth-pllc.com


Mr Herb Miller 
November 4, 1998 
Page 2 

blind copy to Mr Gregory C. Heitzman /’ 

Mr. Robert Miller 



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  502-569.08 15 

JOHN L. HUBER 
PRESIDENT 

September 30, 1998 

Board of Water Woiks 
Louisville, KY 

Dear Directors: 

I thought you would be interested in seeing the attached article. 

I' i 
>John L. Huber 

President 

jcm 
attachment 

cc: Mr. Larry Lenahan 

* bcc: J. Barnette, T. Cushing, G.  Heitzman, S. Hubbs, B. Miller, D. Morrow, K. Teasley 

A n  E q u a l  O p p o r t i i n i t y  E m p l o y e r  



i ecti 

By Andy Mead 

FRANKFORT - A meet- 
ing planned for yesterday on a 
controversial pipeline that 
would bring water fiom 
Louisville to IRxington was 
canceled because of controversy 
over the meeting itself. 

Assistant Attorney General 
David Spenard objected to the 
meeting between the state Yub- 
tic Service Commission and 
Ikntucky-American Water Co., 
saying it would give the private 
water company a chance to pre- 
sent its case before officially ap- 
plying for pernlission to build 
the pipeline. 

Kentucky-Ameriwn, which 
intends to file its application in 
D m b e r ,  contends the pipeline 
wohd be needed to get Lexing- 
ton through a severe drought. 

Attorney General Ben Chan- 
dler argues that it would be 
cheaper to raise dams on the 
Kentucky River to hold more 

HERAUXEADER STAFF WRITER 

1 “ a t h e  scope of Kentucky- 
American’s request for a confer- 
ence extends beyond purely pro- 
cedural matters and presents a 
pre-application bite of the ap- 
ple,” Spenard wrote in a letter to 
cD&ioners. 

After receiving Spenard‘~ 
letter, comnission chairwoman 
B.J. Helton canceled the meeting 
late Monday afternoon. 

I ’ She disagreed with his ob- 
jections, saying in a return letter 
that “it was never our intent to 
allow Kentucky-American to 
present any substantive as- 
pects” of its case. 

Helton said the commission 
wants to use informal confer- 
ences whenever possible Yo re- 
duce or even eliminate the time 
spent in formal hearings and 
appeals.” 

That line drew an objection 
from a representative of a rural 
preservation group that opposes 
the pipeIine. 

“Isn’t the Public Service 
bmmission supposed to be for 
the pubIic?” asked Christine--- 
Amos of Lexington-Frankfort 
Scenic Corridor Inc. “How can 
the public know anything if 
they have informal confer- 
ences? 

HeIton said there was no in- 
tent to exclude the public. She 
noted that the attorney general‘s 
office, which represents ratepay- 
ers before the commission, was 
notified of the meeting along 
with others involved in earlier 
related cases. 

Amos said she heard about 
the meeting while trying to find 
out how her group, which * 

agree-s with Chandler, could in- 
tervene in the pipeline case 

The pipeline permit process 
is expected to generate public 
debate and perhaps lawsuits. 



r n M 0 M r n W  
LOUISVILLE WATER COMPANY 

DATE: September 26, 1944 

RE: Kentucky-American Hearings on Louisville Pipeline 

Roy Mundy called me today with a briefing on the recent Public Service Commission hearings on the 
L.ouisville to Lexington pipeline. Roy said that contrary to published reports in the Lexington Herald 
Leader, the hearings went very well from his perspective. There was real interest and sensitivity to the 
need for additional water resources from business and industry in central Kentucky, and representatives 
of more than fifteen corporations and other entities came to speak in favor of the pipeline and of the need 
for a reliable water resource to support economic development into the future. 

Roy felt the Attorney General’s commissioned report was severely lacking in substance, and the numbers 
presented in the report did not substantiate some of the conclusions. He did state that Scott Rubin, the 
Attorney General’s witness, was an excellent witness. He did, however, make comments such as: 
“Occasional water outages are acceptable.” 

Toyota was quick to counter that water outages are not acceptable. 

Roy felt the real downside was the editorial and reporting by the Lexinrrton Herald Leader. He felt their 
reporting was inaccurate and slanted. He did further state that electronic media coverage was very 
positive on the hearings. 

Contrary to the position taken by the M n r r t o n  Herald Leader, the PSC does not consider the issue to 
be resolved. At this point, Kentucky-American is cautiously optimistic that the PSC will support the need 
for the pipeline. 

Two groups which have not spoken in favor of the pipeline, but in Roy’s opinion more importantly have 
not opposed the pipeline, are the Kentucky River Authority and the Lexington-Fayette County Urban 
Government. Mayor Pam Miller has  stated her first preference is to resolve any deficiencies by making 
more resources available from the Kentucky River. Roy continues to believe that is neither economic 
nor achievable on a timely basis. 

In short, Kentucky-American is cautiously optimistic that the PSC will recognize the need for the 
pipeline, even in view of the opinions expressed by the Lexinfrton Herald Leader. 

jcm 

LIST: Janice Barnette, Greg Heitzman, Steve Hubbs, Bob Miller, Larry Shanks, Barbara Crow, 
Tony Elpers, Vince Guenthner, Bill Rhodes 



DATE April 6 ,  1995 

RE: Ken tucky-American Water Company Water Resource Needs 

I taIked to Roy Mundy of KAWC today about their continuing efforts to secure additional water 
resources. Roy’s personal opinion is that the pipeline is the best and most economical solution, 
and that it will happen. 

KAWC has filed for a rehearing after receiving the decision from PSC. Roy advised the PSC 
findings did support Kentucky-American’s position that there is a water supply deficit. The 
question the PSC has is not whether or not there is a deficit, but the question is, rather: Where 
will be water be secured? 

The Kentucky River Authority has cornmissioned a study to evaluate the safe yield of the 
Kentucky River. In some respects, the study parallels a similar effort completed two years ago. 
The current study is being conducted by the University of Kentucky. KAWC is serving on the 
steering committee for the project. The UK contract provides for 18 months to complete the 
study. By the time the final draft of the report is completed, peer reviewed, and approved, it 
will likely take 24 months to finalize the study’s outcome. 

Meanwhile, KAWC’s base load continues to grow. The Toyota Plant, which they serve, has 
begun producing the Avdon in an expansion of the plant, and a second shift has been added to 
the production schedule. Lexington alsa continues to grow. In the last year, KAWC added 
approximately 1800 new accounts. Growth rate in the Lexington area has continued at 
approximately 2 to 2.5 percent for the last 20 years, and at this time, it appears that growth will 
be sustained. Roy indicates that after the Commission’s findings were published, many 
community members stepped forward to express their concern over additional delay in securing 
additional water resources. 

In summary, KAWC officials remain convinced of the need and necessity for additional water 
resources, and see the pipeline as the most feasible and most cost effective solution to supply 
the additional resources needed. 

cc: J. Rarnette, G .  Heitzman, S. Hubbs, R. Miller, L. Shanks, B. Crow, T. Elpers, 
V. Guenthner, C. Staebler 
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550 S O U T H  T H I R D  S T R E E T  LOUISVILLE, K E N T U C K Y  40202 

T E L  502-569-3600 F A X  502-569.08 15 

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, Inc. 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 
the 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 rocWbore 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. 

A n  E q u a l  Oppor tun i t y  E m p l o y e r  



- - - . .- - ._ ._ .-. . .. _ _  . _ _  __... _ _  ... .___ _ _  .. _ _  _ _  _. . . . . .. 

On the issue of pipe materials, it is my intent to bid the 60-inch-transmission mainas 
PCCP and the 36-inch main as ductile iron, although we 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 2Ist, we have continued 
negotiations with PDR Engineers, Inc. in an effort to reduce costs. Based upon my 
discussions with PDR, I have concluded that further cost reductions could only be 
accomplished at the expense of unacceptable scope reductions. As such, my 
recommendation is that Kentucky-American Water Company authorize the LWC to 
execute a contract with PDR Engineers, Inc. for the not-to-exceed fee of $779,206 with 
the understanding that approximately $540,000 of the overall fee is attributable to the 
pipeline design effort and 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 and were approved. Upon receipt of your concurrence I will 
execute the agreement with PDR Engineers and issue the notice-to-proceed. This will 
allow us to meet the December 1998 target for design completion. 

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

Yours truly, 
A 

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

L O U I S V I L L E  WATER COMPANY 



2300 Richmond Road Lexington, Kentucky 40502 
(606) 268-6320 Fax (606) 268-6327 

Roy W. Mundy II 
President 

March 4, 1998 

John L. Huber, President 
Louisville Water Company 
435 South Third Street 
Louisville, Kentucky 40202 

Dear John: 

As we discussed, enclosed is the proposed water purchase contract for our Bluegrass Water 
Project. It contains the key business terms which are important to Kentucky-American and our 
customers. We hope it will serve as the foundation for our long-lasting relationship. 

We would like to meet with the appropriate individuals from Louisville Water Company as soon 
as possible to begin discussions on this document. Is your team available Monday, Tuesday, or 
Wednesday of next week? We can come to Louisville or we can meet in Lexington. Frankfort is 
another alternative. 

Please let us know as soon as passible which is convenient. Our Corporate Counsel, Herb Miller, 
can be reached at 606-268-6339, and our Vice President - Operations, Nick Rowe, is at 606-268- 
6333. 

It was good to see you and Cindy at last Friday’s reception. I really appreciate you taking the 
time to drive to Lexington to be part of my surprise. 

-- - 

I 

R W l l t  

c: Coleman Bush 
Herb Miller 
Nick Rowe 

Enclosure 

_ _  
_ - .  

3/6/98 
COPIES TO: Joe Helm (by fax), Vince Guenthner, Greg Heitzman, 

Steve Hubbs, B. Miller, K. Teasley 

APPS/MM/MDocS/L,WC - HUBER 
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AGREEMENT 

' .  

THIS AGREEMENT, dated this day of - , 1998, by and 

between KENTUCKY-AMERICAN WATER COMPANY, a Kentucky Corporation, at 

2300 Richmond Road, Lexington, Kentucky 40502 ("Buyer") and LOUISVILLE WATER 

COMPANY, a municipal corporation, at 435 South Third Street, Louisville, Kentucky 40202 

("S e I I er") . 

W I T N E S S E T H :  

WHEREAS, Seller owns and operates municipal water supply and treatment 

facilities comprising several sources of supply, including the Ohio River; and 

WHEREAS, Seller utilizes its facilities to provide water service on a wholesale and 

retail basis; and 

WHEREAS, Seller has available reserve capacity sufficient to meet Buyer's needs 

under this Agreement; and 

WHEREAS, Buyer engages in the manufacture of water for sale to customers in the 

Central Kentucky area including the counties of Fayette, Bourbon, Clark, Harrison, 

Jessamine, Scott, and Woodford; and 
_ -  

WHEREAS, both Buyer and Seller are desirous of entering into an agreement to 

provide Buyer a continuing, dependable source of water for the present and future needs 

of Buyer's customers; 

NOW, THEREFORE, in consideration of the mutual covenants herein contained, 

the parties hereby agree as follows: 

_ _  . .  . .. . 



1. DEFINITIONS: In this Agreement, these terms have the meanings indicated 

below: 

a. Seller: Louisville Water Company, a municipal corporation located 

at 435 South Third Street, Louisville, Kentucky 40202. 

b. Buver: Kentucky-American Water Company, a Kentucky corporation 

located at 2300 Richmond Road, Lexington, Kentucky 40502. 

C. Proiect Facilities: Fixtures, equipment, mains, meters, vaults, . 

storage tanks, pipes, pumps, buildings and other improvements and facilities approved by 

Buyer for the delivery of Service under this Agreement. 

d. Point of Delivew: The location of the connection of the Project 

Facilities to Buyer's Facilities at a point to be determined by Buyer, in its reasonable 

discretion; in Shelby County, Kentucky near the intersection of the Jefferson County - 
Shelby County line and Kentucky Highway 60. The Point of Delivery shall be owned by 

Buyer. 

, 

- -  

e. Service: The actual delivery of treated, potable water by Seller to the 

Point of Delivery under this Agreement including, but not limited to, the requirements in 

Sections 5.a. and 5.b. hereunder. 

I -  

2. DESIGN OF PROJECT FACILITIES: 

a. Seller will design the Project Facilities. However, Seller may elect to 

design the Project Facilities by engaging a qualified professional to provide such design 

services. If Seller elects to engage such a qualified design professional, Buyer reserves 

the 

J 

2 



right to approve the selection of such professional, which approval shall not be 

unreasonably withheld. 

b. The scope of the Design is subject to approval of Buyer in its 

reasonable discretion. Should Seller elect to expand the design, construction or 

installation of the Project Facilities in excess of the Buyer's determination of the scope of 

the Project Facilities, then all costs, direct or indirect, associated with expanding the scope 

shall be borne solely by the Seller. Any expansion of the scope of the Project Facilities . 

shall not interfere with Seller's duties to deliver Service to the Point of Delivery as required 

under this Agreement. 

c. Provided Seller does not expand the scope of the Project Facilities, 

Buyer agrees to pay the actual and reasonable costs of the Design of Project Facilities, 

such costs to include outside professional engineering fees, measurable internal costs of -\ ,a 
I P' 4 

;." 

ob ' 

I engineering design and actual out-of-pocket costs associated with the issuance of tax 

exempt debt obligations including payments of principal, interest and other reasonable 

professional fees. Any changes in the Design which, individually or in the aggregate, 

increases the cost of the Design shall be subject to Buyer's prior written approval, which 

approval shall not be unreasonably withheld. 
.- - 

3. TIME DEADLINE FOR DESIGN OF PROJECT FACILITIES: Seller agrees 

that its Design must be fully completed in a form and substance to Buyer's approval prior 

to Buyer's application to the Public Service Commission for a Certificate of Convenience 

and Necessity, provided that the date for completion of design shall not be later than 

3 



October 1, 1998. Seller acknowledges and agrees that time is of the essence in the 

Design of the Project Facilities. 

4. CONSTRUCTION OF PROJECT FACILITIES: Seller shall complete 

construction and installation of the Project Facilities and have Service available at the 

Point of Delivery no later than 15 months ("Construction Completion Date") from the date 

Buyer notifies Seller to begin construction ("Construction Commencement Date"). Delays 19 
. in the Construction Completion Date may extend such date provided that delays are . 

caused by sudden and unexpected adverse weather conditions, labor unrest, natural 

disasters or other circumstances beyond Seller's control. Seller acknowledges that time 

is of the essence in the Construction of Project Facilities. 

5. REIMBURSEMENT TO SELLER FOR CONSTRUCTION AND DEBT 

' SERVICE COSTS FOR THE PROJECT FACILITIES: 

a. Seller will construct the Project Facilities at its expense. Buyer agrees 

to pay Seller, on a monthly basis, amortized over a period of twenty (20) years, the 

necessary to pay, in full, Seller's indebtedness, including interest, incurred to 

Project Facilities. The rate of interest on such indebtedness shall not exceed th"eiTterest 

rate for a comparable tax exempt debt issue. The amortization schedule is attached hereto 

-- 

as Schedule A. 

b. If Seller's debt 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 Section 8 

of this Agreement, then Buyer has the right to instruct Seller to exercise the prepayment 
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privilege and shall simultaneously pay to Seller the amount of the prepayment to remit to 

the holders of the debt instruments. 

6. SERVICE AT THE POINT OF DELIVERY: 

a. Condition. Buyer will pay Seller for Service at the Point of Delivery, 

provided Service is delivered to the Point of Delivery in a potable condition, which meets 

or exceeds all minimum state and federal regulations and in a condition for Buyer's 

continued process of pressurization, improvement, processing, and other manufacturing . 

and production. At Buyer's direction and expense, Seller agrees to adjust certain chemical 
+Q 

? 
levels of the water prior to the Point of Delivery. Seller may sample water provided under 

this Agreement at or prior to the Point of Delivery. 

b. Rate of Flow and Pressure. Seller shall have the ability to furnish 

and shall furnish Service to Buyer at the Point of Delivery with a flow rate at a maximum 

rate of 16,000 gallons per minute and a constant pressure of not less than forty (40) 

pounds per square inch. 

I 

_2. * -  .".- 

c. Failures. In the event Seller is unable to provide Buyer with Service 

under the terms of this Section for reasons beyond Seller's control, Seller shall use all of 

its best efforts to restore the water to a quality, rate of flow and pressure as required in this 

- .- 

Section. l ime is of the essence in all situations where such a failure and restoration exist. 

7. METERING ARRANGEMENTS: Seller agrees to furnish, install, maintain, 

repair and replace at the Point of Delivery a service meter or battery of meters, including 

meter house or vault, for properly measuring the quantity of water being delivered to Buyer 

and to calibrate such metering equipment whenever requested by Buyer but no more 
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frequently than once every six months with the results of such calibrations provided to 

Buyer. Buyer may conduct calibrations more often than every six months, but at its own 

expense. A meter registering not more than two percent (2%) above or below the test 

result 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 furnished 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, reading and testing 

such metering facilities. 

8. RATES AND PAYMENT: 
I 

a. Buyer shall pay Seller for the Service actually delivered to the Point 

of Delivery in accordance with this Agreement pursuant to the rates and terms so identified 

on Schedule B, attached hereto and incorporated herein and as may be changed from time 

to time as approved by the Public Service Commission of the Commonwealth of Kentucky. 

Seller shall invoice Buyer on a monthly basis for water usage as 

reflected by the metering devices (installed pursuant to Section 7 hereof) on the last 

business day of each calendar month. Buyer shall remit payment to Seller for such 

invoices no later than the 20th calendar day following receipt of such invoice and 

acknowledgment by Buyer that such invoice is correct as to charges and water usage. 

_- 

b. 
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. . . .  - - . . . . . . . . . -. . . - . . - . - - - - - . - - - - - - 
9. EXCLUSIVE RESERVATION OF SELLER’S CAPACITY: Seller agrees, 

throughout the term of this Agreement, to provide Buyer with an exclusive reservation of 

its water treatment capacity, such reservation to not be less than capacity needed under 

this Agreement to treat and deliver Service to the Point of Delivery as set forth in this 

Agreement. 

10. SERVICE TO OTHERS BY SELLER PRIOR TO THE POINT OF DELIVERY: 

Seller warrants and represents that any water service to others prior to the Point of 

Delivery shall not interfere with or diminish its to the Buyer under this 

Agreement. In the event of any such interference or diminishment, Seller shall 

immediately cease or diminish such Service to others until full Service is restored to Buyer. 

11. ADDITIONAL EXPANSION BY SELLER: Seller agrees that upon 

undertaking any expansion or enlargement of the capacity of its existing supply or 

treatment facilities, it will notice Buyer of its intention to do so and will afford the Buyer with 

a reasonable opportunity to negotiate for the additional purchase or delivery of water. \ 
12. LIMITATION OF SERVICE TO BUYER FOR REASONS BEYOND 

- SELLER’S CONTROL: 

a. Buyer acknowledges that unexpected supply or treatment problems 

may occur which are beyond Seller’s control. in the event such unexpected problems limit 

Or prevent the Seller’s ability to deliver Service to the Point of Delivery, and such problems J 
limit or prevent the delivery to any of the Seller’s customers, then Seller agrees that any 

restrictions on water delivery shall apply to the Buyer in a similar manner which Seller 

applies to its customers of the highest and most important priority. 
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J b. Seller will use its best efforts to restore full Service to Buyer as 

promptly and completely as possible. Time is of the essence for the restoration of full 

service. 

13. TERM AND EXTENSIONS: The term of this Agreement shall begin on the 

date this Agreement is executed by both parties hereto and shall terminate on 

December 31, 2030. This Agreement shall be automatically extended for two (2) J 
consecutive additional terms of twenty-five (25) years each, unless Buyer provides written . 

notice to Seller at least two (2) years prior to the end of the then existing term, that Buyer 

does not intend to extend the then existing term. 

14. BUYER'S REPRESENTATIONS AND WARRANTIES: 

a. Buyer is a Kentucky corporation with the authority to enter into this 

Agreement, and subject to regulatory approval. has the authority to perform under the 

terms of this Agreement. 

b. Buyer shall be responsible for the maintenance of water quality after 

the Point of Delivery provided that Seller has delivered Service to the Point of Delivery J 

to this Agreement, Buyer shall be responsible for any bursting or breakage of pipes or J 

J 

pursuant to this Agreement. 

c. 

- -  

Provided Seller has delivered Service to the Point of Delivery pursuant 

damages to persons or property after the water is delivered to the Point of Delivery. 

d. Buyer will immediately notify Seller of any emergency or condition 

which would adversely affect the quality, quantity or pressure of the water in the Seller's 

system. 
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I 

15. SELLER’S REPRESENTATIONS AND WARRANTIES: 

a. Seller is an municipal corporation with the authority to enter into this 

Agreement, and has the authority to perform under the terms of this Agreement. 

b. Seller will deliver Service to the Point of Delivery that meets or 

exceeds the applicable quality standard of all local, state and federal regulatory agencies 

and the requirements of Section 6 of this Agreement. 

c. Seller will immediately notify Buyer of any emergency or condition 

which would adversely affect the quality, quantity or pressure of the water in the Buyer’s 

system. 

d. Seller acknowledges its obligations under this Agreement and 

specifically incorporates the Sellers commitments in this Agreement. 

. e. Seller shall be responsible for the Project Facilities and the quality, 

rate of flow and pressure of the water in the Project Facilities prior to the Point of Delivery 
I 

and all damages to persons or property before the water is delivered to the Point of 

Delivery, and any damages arising from any contamination of Seller’s water supply. 

16. TERMINATION: 

a. Buyer may terminate this Agreement upon six (6) months written 

notice in the event of: 

1. Repeated failure of Seller to meet its commitment to reserve 

capacity, or to meet the water delivery requirements in Section 6 hereof. 

2. Revocation of Seller’s authority to do business. 
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3. Seller’s breach of any of the Representations and Warranties 

in this Agreement. 

b. 

in the event of: 

Seller may terminate this Agreement upon six (6) months written notice 

1. Repeated failure of Buyer to pay its invoices for water service 

on a timely basis. 

2. 

3. 

Revocation of Buyer’s authority to do business. 

Buyer’s breach of any of the Representations and Warranties. 

17. MISCELLANEOUS PROVISIONS: 

a. This Agreement is subject to the approval of the Kentucky Public 

Service Commission (”PSC’’) and receipt by Buyer of a final, non-appealable Order from 

the PSC in the form of a Certificate of Convenience and Necessity for the facilities to be 

constructed pursuant to this Agreement. 

b. 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. 

parties hereto. 

d. 

_- 

This Agreement is binding on the successors and assigns of the 

Buyer and Seller agree that each of them 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 reasonable notice, except as those records may be subject to a 

10 
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recognized privileged or be confidential. To the extent that access relates to confidential 

records, the party requesting the access shall be entitted to access upon the execution of 

an agreement pledging the maintenance of confidentiality of the information being 

accessed. Without way of limitation, such information shall include all costs of design, 

construction, financing, and costs of operation and maintenance of the facilities 

contemplated by this Agreement. 

e. Seller agrees to carry, throughout the term of this Agreement, such 

liability and casualty insurance in a form and amount subject the reasonable determination 

of the Buyer. Seller shall, upon Buyer’s request, show evidence of such insurance by a 

certificate which includes Buyer as a loss payee or beneficiary under such insurance 

coverage. 

. f. Buyer reserves the right to develop and use other water supply 

sources and may obtain water from sources other than the Seller. 

g. The parties agree to operate and maintain their respective facilities 

in an efficient and economical manner and in accordance with all applicable local, state 

and federal laws, regulations and performance standards. - 
h. This Agreement may be amended at any time by mutual agreement, 

in writing, of the parties. 

I .  Both parties agree to use their best efforts to obtain all regulatory and 

legal approvals required for the accomplishment of the terms of this Agreement. 

j. Time is of the Essence under this Agreement. 

11 
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k. The parties acknowledge that the water to be purchased hereunder 

will be manufactured and 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 

Seller with a duly executed "Resale Certificate" or such other documentation as the parties 

deem appropriate. 

IN WITNESS WHEREOF, the parties have set forth their hands the day and year 

first above written. 

BUYER: SELLER: 

Kentucky-American Water Company Louisville Water Company 

By: l.. __.- - By: -. -- 

Title: Title: 

Date: Date: -. 

Attest: Attest: __.- 

3 12\C:\Work\LWIU(AWC\Bluegrass\O04Louisville.Agr 

-. 
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TO: 

FROM: 

DATE: 

RE: 

MEMORANDUM 
LOUISVILLE WATER COMPANY 

Greg Heitzman, Bob Miller 
Y.7 

October 9, !$998 

Kentucky-American Water Company 

CONFIDENTIAL 

Roy Mundy called me today. He advised they will have a board meeting on October 30. He 
anticipates signing the contract after that board meeting. 

In the meantime, Kentucky-American must submit information to the Corps of Engineers for the 
Kentucky River crossing if they are to meet their timetable. The Kentucky River crossing permit 
is now a key item on the critical path. In order to get the permit approved, Roy is advised the 
Corps of Engineers will be looking at the need, necessity, and feasibility of the pipeline. He 
understands this will mean the pipeline must be essentially designed for the permit application. 
He is requestinq we begin desiqn of the pipeline. He will be faxinQ a fetter requestinq us to 
beqin pipeline desiqkeither todav or Monday. I advised him Greg has recently met with Gene 
Fouts at Shelbyville, and that Gene is now interested in taking service from us at Highway 55 in 
addition to a metering point at Highway 53. He understands Greg Heitzman will be discussing 
this possibility with Kentucky-American. I believe Kentucky-American either will be looking for 
some consideration for moving the metering point farther east, or will be interested in the 
possibility of discussing a wheeling charge for selling water at Highway 55. Roy was especially 
interested in discussing the wheeling charge. Kentucky-American will also be considering 
alternative rate structures for systems that may wish to purchase water from the pipeline. 

Roy also advised Kentucky-American is talking to Goshen about the possibility of acquiring their 
system and that others are also discussing system acquisition with Goshen. Kentucky- 
American has not yet submitted a proposal. According to Roy, PSG is one of the groups 
submitting a proposal, and the proposal already in Goshen’s hand is likely PSG’s proposal. Roy 
advised they would not normally be seeking Goshen as a customer since they are in the region 
where the Louisville Water Company already operates, but because their competitors are there, 
they felt it was necessary for them to pursue the opportunity. He further stated he felt it would 
be difficult for others to establish an economy of scale which could compete with the Louisville 
Water Company in the Goshen area. Roy believes there is a third firm, in addition to Kentucky- 
American, PSG, and the Louisville Water Company looking at presenting a proposal to Goshen 
utilities. 

jcm 
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JOHN L. HUBER 
PRESIDENT 

November 16,1998 

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

Dear Herb: 

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 a t  Interstate 64 is being initiated in accordance with Mr. 
Mundy’s recent letter. 

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

Sincerely, 

President 

jcm 
enclosures 

cc: Mr. Joseph B. Helm 
Wlr. Lindsey W. Ingram, Jr. 

bcc: Greg Heitzman, with copy of agreement 
Steve Hubbs, with copy of agreement 
Bob Miller, with copy of agreement 
Karla Teasley, with copy of agreement 

A n  E q u a l  O p p o r t u n i t y  Employer  



T'EFIS WATER SUPPLY AGREEMFiNT, dated as of this 7 - k  day of dN~t3~51'2 
7 

1998, between 

LOUISVILLE WATER COMPANY, 
550 South Third Street 
Louisville, Kentucky 40202 

and 

KEN?zTCKY-AMERTCAN WATER COMPANY, 
23 00 Richmond Road 
Lexington, Kentucky 40502 

(I' Seller"). 

("Buyer") 

RECITALS 

k Seller, a Kentucky corporation all of the stock of which is owned by the City of 
Louisville, is governed by the Board of Water Works pursuant to Sections 96.230 through 96.3 10 
of the Kentucky Revised Statutes and is statutorily permitted to seil water to customers taking 
service b Jefferson, Oldham, Shelby, Spencer, Bullitt and Hardin Counties, Kentucky. 

B. Seller owns and operates water treatment and distribution facilities and utilizes its 
facilities to provide water service on a retail and wholesale basis throughout Jefferson County, 
Kentucky and in large areas of OIdham, Shelby, Spencer, and Bullitt Counties, including, among 
others, wholesale service to West Shelby Water District, North SheIby Water District and the City 
of Tay lo rde ;  

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, Bourbon, Clark, Hanis'on, Jessamine, Scott, and 
Woodford; and 

E. Buyer is desirous of securing a continuing, dependable source of water to meet the 
present and future 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, THEBEFORE: in consideration of the mutual covenants and conditions herein 
contained, the parties agree as follows: 



1. DEFT,FEI’IONS. Li + ~ s  Agremicat, these t e r n  have the meakqs  indicated below: 

(a) Proiect Facilities: Fkdxues, equipment, water transmission mains, metering 
equipment, vaults, storage facility, pipes, pump station, and other improvements and facilities ,. 
designed and to be constructed to Seller’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. 

(b) Point of Deliverv: The connection of the Project Facilities to Buyer‘s 
facilities. The connection will be at a point in Shelby County, Kentucky at or near the intersection 
of Interstate Highway 64 and Kentucky Highway 5 5. 

(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 
@) and as may be changed by operation of Section 13. 

2. DESIW OF PROJECT FACEITIES: 

(a) The Project Facilities will be designed by Seller, Buyer retaining the right to 
approve the selection by Seller of outside professional engineering assistance in creating such design, 
such approval not to be unreasonably withheld, and to approve the scope of the design witbin the 
fiamework 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 1, 
1998, until execution of this Agreement. 

(b) The design of the Project Facilities shall include, among other things, a 60- 
inch transmission main from Seller’s English Station Road Reservoir to the intersection of Interstate 
Highway 265 and Interstate Highway 64 in Jefferson County, a 3 6-inch transmission main from such 
intersection eastwardly to the intersection of Interstate Highway 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 
minimurn capacity of 1.0 million gallons situated along the 36-hch transmission main in Shelby 
County west of the Point of Delivery. Attached, designated EXEDBIT & is a plat indicating the 
general location and route ofthe Project Facilities. Any subsequent change in the desidroute which, 
individually or in the aggregate, increases the costs of the construction or operation of the Project 
Facilities to  be paid by Buyer shall be subject to Buyer’s prior written. approval, which approval shall 
not be unreasonably withheld. 

(c) Seller understands that the design of the Project Facilities must be fully 
completed in a form and substance satisfactory to Buyer prior to Buyer’s applichm to the Kentucky 
Public Service Commission (the ”PSC”) for a Certificate of Convenience and Necessity. 
Consequently, the date of completion for such design s h d  not be later than December 1, 1998, time 
being of the essence. 
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(d) 
estimated cost of 
hereinafter provided and an estimate of the cost of the remaining (Seller's) portion. 

Also, OE or befqre Decpmber j, 1998 Seller-vill provide-Buyer with its 
portion of the Project Facilities for which Buyer is agreeing to pay as 

3. PROPERTY ACOUISITION: Upon receipt by the Seller of Buyer's written 
instructions and within the limitations of such, Seller wiU initiate an effort to acquire easements and 
other property rights needed in the construction and installation of the Project Facilities, keeping 
Buyer advised from 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 will not purchase any of them without the costs thereof being approved by the Buyer and W 
not file condemnation actions without Buyer's direction to do so. 

4. BIDDING ON CONSTRUCTION OF PROJECT FACILITJES: Upon receipt of 
written instructions fkom 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 construdion 
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 &om 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, usin3 a professional engineering firm, registered in Kentucky, will 
supervise the constmction of the Project Facilities and will complete same to the Pomt of Delivery 
no later than eighteen months from the date Seller receives the initial written instructions, set forth 
in Section 5(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 Selleis 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 FACILITES' 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 include, but are not h i t e d ,  to the following: 
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C o d l i n g  Engineering Services_ Bid Putjlication 
Easement and other Propeicy Rights 
Easement Acquisition Agent Materials 
Recording of Real Estate Documents 
Real Property Appraisals 
Miscellaneous Out-of-pocket Expenses 

Construction Contract(s) Obligations 

Reproduction and Printing 
Measurable In-house Engineering Planning, 

Design and Conshction Administration 

(b) In addition, Buyer agrees to  pay Selier's costs incurred with respect to the 
financing of Buyer's share of the Project Facilities, which costs include but are not limited to, 
fmancial advisor charges, bond counsel and other legal expenses, printing and other reproduction 
costs and marketing and travel expenses and pre-issuance 6nancing 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 ihches so long as such increase in 
diameter i s  not the requirement of Buyer. Provided, however, in the event the Project Facilities are 
not built, Buyer Wirt reimburse Seller for the design C Q S ~  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 .  INVOICING AND PAYMENT OF BUYER'S COSTS: 

(a) Inasmuch 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 
fromthe proceeds ofissuance oftax-free or taxable revenue bonds, contemplatedunder Sectians 8(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, inchding 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, unIess paid directly from bond financing proceeds, will 
be invoiced by Seller to Buyer as incurred with Buyer to  be responsible for providing finds to  Seller 
in advance of any construction contract payment deadline relating to pro6ess and final payments. 

(d) Seller's cost incurred on Buyer's behalf not reimbursable, or not to be 
reimbursed, from bond proceeds will be paid by Buyer k~ fYl 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 inde- Seller and hold it harmless for any judgments, settlements, legal fees 
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and other costs incurred by Seller as a result ofBuyt=_r's r&ed tc pay S&er ~ - &  respec,t t~ a ?bin! 
party claim. 

8. FINANCING OF BUYER'S SHARE OF COSTS OF PROJECT FACILITIES: 

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

(a) By reimbursing SeUer 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 Seller for the Project Facilities' costs, tuthe 
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 a s q e s  a $1,000,000 issue, bearing interest at 6% per annum and 
maturing over a 20 year period, said Schedule being attached for illustrative purposes only; or 

(b) 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 of corporate revenue bonds by Seller or Buyer, at Buyer's optioq 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 consultation with Buyer; or 

(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 €inancing is to be pursued and to be in an amount equal to the sum of all amounts previously 
incurred by Seller inclucIing those financed pursuant to Section 7(a), above, plus the financing cos? 
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 perrnit 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 11 of this Agreement, then Buyer has the right to instruct Seller on a timely basis to exercise 
the prepayment privilege and shall simultaneously pay to Seller the amount of the prepayment 
needed, inchding premiuq if any, to remit to the holders of the debt instruments being redeemed 
and any redemption expenses. 

(e) Failure ofBuyer to provide Seller with readily available finds in time to meet 
any debt payment requirements or construction contract obligation will result in a 5% penalty on the 
delinquent amount t o  be added to such delinquent payment for each month or partid month such 
p a p e n t  and penalties thereon are delinquent 

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



with Seller in good faith in preparing for and ~ . % k e t k ~ $  the bond ishe, kcluding, but not linitid 
to, the meeting of all disclosure requirements.. 

9. SERVICE AT THE POINT OF DELITERY: 

(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. 

@) 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 Seller's production capacity, its requirements will be, as presently contemplated, substantially 
less than that d u k g  much of the duration of this Agreement. Such is recognized in Exbibit B, 
referenced in Section 11, setting forth the parties' rate arrangemeks. Nevertheless, Buyer may at any 
time and from time to time be in need of 23 million gallons per day, or  significant portions thereof. 
At the same time, Seller desires as much advance notice as it can get with respect to any significant 
demand increase by Buyer in order that Selleis 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 communications, from the Buyer to the Seller of any operational 
situations that may cause it to si,Oniticantly increase its water needs in the near future, i.e. 
plantlequipment outage, drought predictions, etc., and from Seller to Buyer of Seller's operational 
situations that might adversely S e c t  Seller's ability to immediately respond to any sudden need of 
Buyer for a significant increase in voIume of water at the Point of Delivery, i.e. plantlequipment 
outages, planned and unplanned, and other factors that might afFect its ability to deliver water. 
Regardless, Seller agrees to suppfy Buyer's demands, as same may be altered frsm time to time, and 
with reference to any sudden significant demand increase, as soon as possible after notification by 
Buyer, barring problems beyond Seller's control. 

(d) Service to Others. Seller warrants and represents that any water service to 
others prior to the Point ofDelivery provided through or from the 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 $ l e d  upon, is unable to 
provide Buyer with Service under the tenns of this Agreement for reasons beyond Seller's control, 
Seller shall use its best efforts to restore the Service to the quality, rate offlow and pressure required. 
Time is of the essence in all situations where such failure and duty of restoration exists. In the event 
delivery problems limit or prevent the delivery ofwater to any of Seller's other customers, then Seller 
agrees that any restrictions, placed by it or upon it by others as to water delivery, shall appIy to the 
Buyer in the same manner as applied by SeIler to  other customers. 
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- IO. - -  METERING A P ? ? G E M E N B : _  Seller agiees io firsljsh, histall, m&~ai., repair 
&d replace at the Point of Delivery a service meter or battery of meters, including meter house or 
vault, for properly measuring the quantity ofwater being delivered to Buyer and to test suchmetering 
equipment whenever requested by Buyer but no more eequently than once every six months with , 
the results of such tests provided to Buyer. Buyer may require Seller to conduct tests more often 
than every sixmonths, 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 ofhaccuracy found by such test. If any meter fails to register for any period, the amount 
of water W s h e d  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 otherwibe. 
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. 

11. RATES AND PAYMENT: 

(a) Buyer shall pay Seller for the Service as determined by the nnethodology set 
forth in Exhibit B, attached hereto and incorporated herein, Buyer agreeing that the rate-making 
methodology contained therein is reasonable far the anticipated annual rate adjustment filings by the 
Seller 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 B, provided, however, the rate paid 
by Buyer for Service shall never exceed Seller's Wholesale Rate plus its Elevated Service Area 
Surcharge, if applicable, as adjusted from time to t h e .  

(c) Buyer shall remit payment to Seller for each invoice no later than the 30 
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 pastid month on each 
invoice remaining unpaid. Buyer shall have the optidn of paying such monthty invoices by 
automatic bank drafts. 

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

13. RIGHT TO INCREASE DELIVERY CAPACITY OF PROJECT FACILITIES* 

(a) 

.- 
Recognizing that the Project Facilities being financed by Buyer will have a 

delivery capacity of 23 milIinn gallons of water per day and fiirther recopni-/.ing that the Seller 
financed additions thereto of a pumping station, a Shelby County storage facilisy and main upsizing 
will make the Project Facilities expandable to 35 million gallons per day, Seller hereby agrees to give 
Buyer the right, and the ri$t of first refhsal, to acquire up to aI1 of the additional 12 million gallons 
per day capacity on the following terms and conditions: 
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(i) m-en Seller receives a booa fide, acceptablg pioposal t o  sell wqer 
service - - -. from - - - - or . through -- - - __. the _ _  Project Fac$ies, it will n o w  Buy-er in writing who will- have 60 days 
to exercise its right of first refusal for the acquisition of the capacity contemplated in such proposal. 
EBuyer  chooses to acquire the additional capacity offered, or on its own volition t o  acquire, 
additional available capacity, it will be obligated as follows: 

( ~ )  To pay Seller a percentage of the then book value of the Seller- 
f m c e d  part of the Project Facilities and any improvements made thereto that is represented by the 
capacity being acquired as same relates to the total 12 &on gallons per day available. 

(i) Pay to Seller all costs incurred by it in any upgrading of the Project 
Facilities needed to provide the ircrease in rate of flow to the Point of Delivery. 

(iv) To an increase in its Exhibit €3 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 no later than 12 months from the date of exercise of the right. 

(v) To an increase in its Ex$ibit B minirnum monthly usage by an amount 
equal to 50% of the increased monthly 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 
wiU consider, at Buyer's request, issuance of Seller's debt iastrument(s) to finance Buyer's obligations 
under subsection (a)@) and (E), above, an issuance similar to that contemplated in Section S(a). 

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 will n o w  Buyer of its intention to  do so and will 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 will 
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 not@ Buyer of any 
condition or situation, which would adversely affect the quality, quantity or pressure of the water at 
the Point of Delivery. 

16. TEW 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 iu.jtiated and the termination date 
50 years later. One year prior to the termination date t h e  parties hereto shall begin to negotiate in 
good faith an extension of thls Agreement with due and proper consideration for the principles and 
concepts contained herein, being mindful that the parties are hopefbl that their relationship, created 
herein, will be one of mutual benefit and respect that will last longer than the initial 50 year term. 



17, B'tlYERlS R_F,KE!SENTATION -AN73 *VJAXKKNTY': 

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 tenns of this Agreement. 

18. SELLER'S REI'RESEN'I'ATION AND WARRANTY. 

Seller 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. 

19. TERMINATION: 

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

(I) Repeated failure of Seller to provide the Service set forth in this 
Agreement. 

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

@) Seller may terminate this Agreement upon six (6) months w&en notice in the 
event of: 

(1) Failure of Buyer t o  deriver to  Seller written instructions to proceed 
with the c o ~ ~ i - t r u c t i ~ ~  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 CertZcate 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 (l), immediately above, unless at 
the time of such termination election by Seller, Buyer is pursuing, and continues to pursue, in good 
faith 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 t o  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 form and written content acceptable to Buyer, ??om the PSC 
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ia the form of a Certificate- nf Cmveiiience and Necessiw f o ~  the facilities .to be constructed pursu-ant 
to this Agreement. Provided, however, failure " _ _ _ . _  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 
acceptable 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. 

(b) 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 &is 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 bformation subject to access shall include all costs of design, 
construction, financing, and costs of operation and maintenance of the facilities contemplated by th is  
Agreement. 

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

(f) The parties agree to operate and maintain their respectivy faciIities in an 
efficient and economical m e r  and in accordance with all. applicable 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 terms of this 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 W s h  Seller with a duly executed "Resale 
Certificate" or such other documentation as the parties deem appropriate. " 

(i) Seller agrees, subject to its right hereby reserved to self-insure itselfup to the 
first Two Million Dollars in liability, to carry public liability insurance in the minimum amount of 
T e n m o n  Dollars per occurrence during the term of this Agreement. 
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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 6Oh interest for 20 years 

Beginning 
Year Balance 

1 $ 2,000,000 $ 
2 $ 
3 $ 
4 $ 
5 $ 
6 $ 
7 $ 
8 $ 
9 $ 

10 $ 
11 $ 
12 $ 
13 $ 
14 $ 
15 $ 
16 $ 
17 $ 
18 $ 
19 $ 
20 $ 

972,815 $ 
944,000 $ 
913,455 $ 
881,078 $ 
846,750 $ 
810,379 $ 
771,817 $ 
730,942 $ 
687,614 $ 
641,686 $ 
593,002 $ 
541,398 $ 
486,697 $ 
428,715 $ 
367,253 $ 
302,104 $ 
233,045 $ 
159,843 $ 

82,249 $ 

interest 

60,000 $ 
58,369 $ 
56,640 $ 

52,865 $ 
50,805 $ 
48,623 $ 
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 $ 

54,ao7 $ 

Principal 

27,185 $ 
28,816 $ 
30,545 $ 
32,377 $ 
34,320 $ 
36,379 $ 
38,562 $ 

43,328 $ 
45,928 $ 
48,683 $ 
51,604 $ 
54,701 $ 
57,983 $ 
61,462 $ 
65,149 $ 
69,058 $ 
73,202 $ 
77,594 $ 
82,250 $ 

40,876 $ 

Ending 
Balance 

972,815 
944,000 
913,455 
881,078 
846,758 
810,379 
771,817 
730,942 
687,614 
641,686 
593,002 

486,697 
428,715 
367,253 
302,104 
233,045 
159,843 

541,39a 

82,249 
(0) 
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Rate Arrangements 

Because of the unusual situation impacting upon the relationship, i.e. Buyer owning and 
operating production facilities sufficient, much of the time, to  meet its present needs but desiring a 
second reliable source ofwater, 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 developed the rate arrangements set forth below. 

1, Buver's Capacitv Request. On or before July 1 of each calendar year, beginning with 
the year preceding the"fbst 111 calendar year of Service, Buyer will notify Seller in writing of its 
capacity request (the "Request") for the succeeding calendar year, whichRequest m y  be any number 
between 2.5 million gallons per day and 23 &on gallons per day; provided, however, Buyer's 
Request, beginning in the s k t h  full calendar year of service must be at least 5 &on gallons per 
day. Buyer's Request for the fkst partial calendar year of service delivered under this Agreement, 
assuming the initial Service commences after January 1 of any calendar year and the fist  
caleadar year is set at 2.5 million gallons per day unless such amount is raised on a timely basis by 
Buyer, Subsequent Requests for the next four fill calendar years will not be less than 3 million 
gallons per day for the second fill calendar year, 3.5 million gallons per day for the third, 4 &on 
gallons per day for the fourth and 4.5 million gallons per day for the fifth. full calendar year. 

2. Water Service Rate. The rate for the Service for the term of the Agreement shall be 
determined by totaling the following components: 

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

@) The Depreciation Expense Component, determined for the billing period by 
dividing the Buyer's Request by the Selleis production capacity and multiplyiig the quotient by the 
Seller's Depreciation Expense, less depreciation on contributed capital and depreciation common 
only to retail customers arid to  customers generally. 

(c) The Return on Plant Investment 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 for the billing period by the Service 
Charge, as it may change fkom h e  to  time, currently contained in Section 6.02.1 of Sellefs rate 
schedule, applied to the number and size of meters installed at Buyer's request. 



3 .  Minimum UsaEe. Minimum usage of water during the first full cslendar year of 
Service, and for any months of Service prior thereto, shall be, for the months of January, February, 
March, April, November and December (the "Noringation Months") 36 million gallons per rnon&. 
and for the months of May through October (the "Irrigation Months") 54 million gallons per month. 
Buyer will be  billed for such minimum usage if same is not consumed by it. During the second full 
calendar year, the minimum usage for the Noningation Months s h d  be 38.4 million gallons per 
month and for the Irrigation Months, shall be 57.6 million gallons per month. For the third full 
calendar year, the minimum usage of water during the Nonirrgation Months shall be 40.8 million 
gallons per month and 61.2 million gallons per month for the Irrigation Months. For the f o w  full 
calendar year, the minknun usage for water during the Nonirrgation Months shall be 43.2 d o n  
gallons per month and for the Imgation months, 64.8 million gallons per month. During the fifth 
full calendar year of Service, the minimum usage of water during the Nonirrgation Months shall be 
45.6 million gallons per month and during the Irrigation Months, 68.4 million gallons per month. 
Thereafter, for the remaiqing months of the Agreement the minimum usage shall be 54.0 million 
gallons per month for the Nonirrgation months and 66 d o n  per month for the higation months. 
However, in determining whether Buyer has met its minimum usage for any month, only daily usage 
by Buyer up to its capacity Request, then in effect, will be considered, usage exceeding such Request 
not to be included in such computation. 

4. Usage Exceedinn Request. Usage of water during any 24 hour period in excess of 
Buyer's Request will result 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 Area Surcharge (which Rate, including the surcharge, is presently $1.35 per 1000 gallons). 

5 .  Emereencv Excess or Minimum Usage. In the event Buyer's usage is enhanced or 
diminished for a brief period of time due to unforeseeable or uncontrollable circumstances, for 
example emergency Bushing, Seller agrees to equitably adjust Buyer's Service billing With respect 
to such emergency. 

6. Su~uortine; and Explanatow Schedules. Attached to this Exhibit B 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 making references to schedules found in "Seller's 1997 Rate 
Study for 1998." 

(b) ScheduIe 2, relating to the Operating Expense Coaibonent. 

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

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

(e) Schedule 5, entitled CaIculation of Mon-thly Water Bill Example 
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7. Seller's Produdion Cauaciv. Ai, shown in Schedule 1, attached, Selleis present daily 
production capacity has been determined to be 240,000,000 gallons, based upon data cantained in 
Seller's 1995-2015 Facilities Plan, prepared by C€€2M Hill a nationally recognized independent 
consulting engineering Snn 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 
consultkig engheering firm and the redetermination used in Exhibit B computations [Sections 2(b) 
and 2(c)], Production capacity, for the purposes of this Agreement, shall mean Seller's combined 
source 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 cantained inthe attached Schedules are basedupon 
Seller's 1997 Rate Study For FY 1998, using Seller's historical and cunent financial and operational 
records, such kancial records being prepared in accordance with generally accepted accounting 
principles, audited annually by a reputable certificated public accounting firm and constitute the 
samefiguresused by Seller in preparing its 1998 budget, approved by theBoard ofWater Works and 
submitted to Seller's bondholder trustee, an m u d  exercise, h u a l  rate revisions will be performed 
uskg Seller's budget figures. 

UTl.D2075:015.jrc 
F\USEILS\O 1 SLWC\WATSUPPS.SCB 
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I .  UU-tlBIT E 
Schedule 7 

, f  

LWC - KAWC WATER SUPPLY AQREEMENT 
CalCUl&!Oton Cf k!@ COn;pon&s 

Requ!!?t_(l,W %!-I - _ _ _  
Divided by: LWC Production Capacltr; (1,000 Gal.) 

- - - 

uest I Production Capaclty Quotlent 

CALCULATION OF OPERATING EXPENSE COMPONENT 

Net Operating Expenses 
Less: Common to Retail Customer Costs 

Customer Cosk 

UtilltY Rate Schedule 2; Column 1; Llne 50. 
Utlllty Rate Schedule 2; Column 7; Llne 50; 
U d l e  Rate Schedule 2; Column 6; Llne 50. 

101BW8 

e 
240,000 

1.042% 

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

Operating Cost $ .  16,290,270 
37,000,000 Divided by: LWc's Annual System Sales (1,000 Gal.) Utillty Rate Schedule 1; Column 3; Line 4. 

Operating Expense Compnent QuoHent (per 1,000 Gal.) s 0.44028 

CALCULATION OF DEPRECIATION EXPENSE COMPONENT 

Depredation Expense 
Less: Commm to Retail Customer Costs 

Customer Cos& 
Depreclation - Plant Funded by ClAC 

Depredation Cost 
Multlplled by: Request I Productlon Capacity Quotient 
Annual Depredation Expense Component 
Dlvlded by: 12-Months 
Monthly Depreciation Expense Component 

Utility Rate Schedule 3; Column 1; Llne 19. a 11,010,480 
Utlllty Rate Schedule 3; Column 7; Llne 19. (2 ,w510)  
Utill ty Rate Schedule 3; Column 6; Llne 19. (2,663,010) 
Utillty Rate Schedule 3. (632,290) 

5 4,774;870 
1.042% 

5 s  49,752.06 
12 

s 4,146.01 

CALCULATION OF RETURN ON PLANT INVESTMENT COMPONENT 

LscvC's Return on Plant investment 
Less: Common to Retan Custumer Costs 

Customer Costs 
Net Return on Piant Investment 
Multiplied by: ~equest I Productlon Capacity Ouotlent 
Annual Rehirn on Plant Investment Compnent 
Divided by: 12-Months 
Monthly Return on Plant Investment Component 

Utillty Rate Schedule 4; Column 1; Llne 24. 
Utility Rate Schedule 4; Column 7; Llne 24. 
Uttllty Rate Schedule 4; Column 6; Line 24. 

CUSTOMER COST COMPONENT 

Example based an one 8" meter 

USAGE EXCEEDING REQUEST COMPONENT 

Usage of water during any 24 hour perid In excess of KAWC's 
Request will result In a charge to WWC, wlth respect to excess 
consumpd,on, of LWC's Wholesale Rate Iricludlng Its Elevated 
Servlce Area Surcharge. 

1.042% 
5 207,695.Q2 

12 
5 17,307.89 

s 259.00 

0 1.35 

COMPUTAnON OF TOTAL WATER BILL 

,."- monthly water bill will be the rum of the following chargu: optratlng expense component: depreciztion expense component; return on plant 
jnvestmed component; customer cost compcnent; and the usage ucetdlng request component 

BWPRuerveCspacity&te 
Schdule 4 Page 1 dl. 
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“ a  Schedule 2 

UNE 
l a  

29) Te4al Transmission and DiibuNon 

30) CUSTOMER ACCOUNTS AND SERVICE 
31) S u m  

gi UrstornerRecwds 

8 Mlscelianeoru customw Acmunts 

36) 

Mder Resding 

U d k c t e d  Accwnts 

Total Customer A c a ~ n t s  (L Service 

37) Sutitokl 
38) Percgnt 

39) ADMINISTRATIVE AND GENERAL 
40) AdmintitrafhreandGenwal 

L a b  Related Obert~ead 
Lesa. Operating Eqenses AppOed 

43) Total Adminlstmtbz and Genetal 

44) Total 
45) Fne Watw In Ueu ofTaxes 
46) Amocttmtbn 
47) RetlremwtoiAssets 

43) TotalOpemkg- 
49) OVIK Operating Irmme 

50) N e t W n g E v p e n X  

5244 36.31 16.13 

866.07 866.07 
427.14 295.76 131.38 
743.19 743.19 
43468 269.42 165.26 
113.98 113.98 
178.51 123.61 54.91 
645.90 322.95 32295 
207.41 103.70 64.28 39.43 
180.86 171.82 . 9.04 - 496.64 397.31 61.56 37.76 

4,294.38 995.78 2,869.87 186.28 242.45 0.00 

977.05 977.05 
308.54 308.54 

3,707.65 2,567.27 1,140.38 

4,993.24 0.00 3,852.86 1,140.38 0.00 0.00 

71295 493.68 219.28 
1,789.W 1.789.04 

23.09 20.78 1 .43 0.88 
1,126.75 j.126.75 

485.12 485.12 
290.26 . 29Q.26- 

4,427.20 20.78 495.09 219.28 0.88 1,611.87 2.079.30 
100.00% 0.47% 11.18% 4.95% 0.02% 36.41 K 46.97% 
5.052.32 23.71 565.00 250.25 1.00 *,839.d7 2.37209 

9,479.52 44.49 1.060.09 469.53 1.88 3.451.34 4.45219 

201.12 
7,025.39 
3,983.47 

275.00 
96.82 --- - 

5,581 A0 538 1.80 

24,401.37 t,040.27 7,819.13 1.81232 244.33 9,033.14 4,45219 
100.00% 4.26% 32.04% 7.43% 1 .OO% 37.02% 1815% 

12,610.53 
8,853.50 

(12262.301 . 
9,201.73- 392.28 2,948.59 683.42 92.14 3.406.39 1.678.91 

33,603.10 1,43255 10,767.72 2,495.74 336.46 12.439.52 5,131.10 
963.70 963.70 

750.00 23243 142.57 375.00 
(80.90) (ao.ga) 

39,235.90 t .m.55 11,8ez.gs 2.495.74 479.03 12.814.52 6,131.10 
(4.015.10) n,o11.33) I1,003.78) 

31,220.80 I. 1,432.59 l i .88295 2495.74 479.03 -9,603.20 5,127.33 



Schedule 3 . , .  

1) Land 
2) Land lrnpmvements and Buldlngs 
3) @ad% and Gmund storage 
4) Standplpes and Elwated Storage 
5)  Wgh servke h t m p s  and Equlprnent 
Q BoadrrRrmpEquipmwrt 
7) MI&- pump Equipma 
6) Sludge DI$@SJ Eq~lpment 
9) W t k m  Equlpmelrt 
10) TraramisslonMainh 
I f )  O&butfonMah~ 
12) Meters 
13) Services 
14) MetefInstanatlm 
15) FireHydtants 

16) SuMotal 
Percent ;$ General and Mher Equlpment 

19) TOTAL 

TOTAL ELEVATED 
DEPREClATIO SERVICE 

izEE?sE LEEA 

a95.51 $7.31 

204.84 1g.21 

359.24 
16242 43.90 

34.93 24.17 
48.65 
64.48 

536.44 
212263 
1,971.82 

357.76 
1.50241 
647.05 

COMMON TO ALL CUSTOMERS 
EXRACAPAClN - MMMON TO 

MAXIMUM MMMUM ONLY RETAIL 
HOUR CUSTOMER ~ U S T O M E R ~  e q S 4 W  - 

614.97 200.07 13.48 49.73 
248.75 170.49 
73.48 45.06 

%,67 4.09 
iza.54 ~ 7 . 0 9  

33.69 14.96 
64.48 

571.44 165.13 
1,469.76 652.87 

1,971.82. 
357.76 

1,30241 
447.05 

439.90 

8,gia.i-i io4.59 3,011.76 w.oo.4~ 6263 2.156.95 2.381.72 
lOO.M)% 1.17% 35.77% 13.46% 0.70% 24.19% 26.71% 
2.09234 24.54 706.61 281.65 14.69 506.06 556.79 

2,940.51 

-- 409.90 

11,010.48 - 129.13 3.718.37 1.48214 n.33 2.683.01 

Schedule 3 
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- - _ _  
UTiUN WTE 

- _ _  
ALLOCATION OF ESTIMATED LOUISVILLE WATER COMPANY NET INVESTMENT ( 1 9 ~ )  

INCLWDlNG WORK-IN-PROGRESS 
VHOUSANR aOUARS) 

land 
Land improvemen& and Bulklings 
Basina a d  Ground S t m a  
Standpipes and Elevated Stwage 
High Servfca Pumps ord Equipment 
Booster Fuqp Equip&&* 
Mwilan- Pump Equipment 
Sludge Otspcml Equfpment 
Purificaffon Equipment 
Tnnsmlsslon Malm 
Dfstnbuhn M a h  
Metem 
SeCvfC0S 
Meter lnstailatlons 
Fire Hydnnts 

COMMON TO ALL CUSTOMERS 
ELEVATED EXTV CAPACITY COMMON TO 

4Ay CUSTOMER CUSTOMERS 
NET PLANT SERVICE W M U M  MAXIMUM ONLY RFTAlL 

INVESTMENT AREA &E!z 
4,827.66 
34,449.56 

9,666.34 
5,457.51 
6,127.01 
1,025.46 
3,51011 
1,704.07 

18,576.16 
i.razss.st 
102,856.67 

2$87.56 
40,i7ii,ta 
13,588.90 
16.854.21 

133.83 2.81738 
448.15 20,410.16 

6.a31.71 
1,71129 2,321.96 
543.55 3,868.$3 
733.14 181.18 

2,430.58 
1,704.07 
12,tK?.52 

102.sc3s.77 

889.91 107.15 879.19 
6.446.36 776.15 6,368.74 
5'034.63 

1,42426 
1,717.33 

111.14 
1,079.65 

5,713.54 
45,m.s 

102,856.67 
2.887.58 

40,176.38 
13.588.90 

16,85421 

~ & ~ . 5 9  119,710.88 15)' Sub-total 410,177.19 3,!%9.% 156,091.75 64,485.33 2,418.69 
I f )  Pemnt 1w.0046 0.87% 58.05% 15.72% 0.59% 15.58% 29.194 
18) Gen. Plant t Unarnorthed CapAal Chargw 10,906.02 34.92 4,15025 1,714.57 64.31 1,639.02 3,16294 

1s) Total Plant 
20) 

22) Contributions and Gmrb (2) 

Other Rate Base Items (1) 

21) SuMotal 

421,08321 3,66488 l&U,242.00 66,199.90 2,483.00 65,599.61 122.893.81 
9.451 -20 82.26 3.596.63 1,485.85 55.73 1,47238 2,758.35 

(132.149.10) (24.1 83 29) (51.538.15) ('36.427.6 
430S34.41 3,747.14 163,838.63 67,685.75 2,538.73 6f,o71.99 125,652.1; 

298,38531 3.747,14 139,655.35 67.685.75 2.538.73 . 15,533.~ 69,224.5( c 23) Total Net Plant lnvkstment 

Annual Return Q S.S% 28.5335.31 358.98 13,378.98 6,484.30 243.21 1,488.14 7,164.T~ 

1. Una 20. 'Other Rate Base Items', includes: Materials - $3,5OO,ooO, Prepayme,nts - 52M,M30, 
and Working Capital .: S5.701,ZOO for a total d $9,451,2W, 

2. Une 22. 'Conhibritions and Gantr', exdudes federal government gtants of xI,SE;O,900. 

. 
Schedule 4 
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Schedule 5 
LWC - KAWC Water Supply Agreement 

Calculation of Monthly Water E111 Example 

1 OlBna 

Monthly Mlnlrniim tl5agE (1,OrJO Gal.! 
Buyer’s Dally Request (1,000 Gal.) 

,- Dally 
Usage 

Day (1,000 Gal.} 
I 1,500 
2 1,500 
3 2,000 
4 2,000 
5 3,000 
6 3,000 
7 4,000 

B 5,000 

11 6,000 
12 6,000 
13 7,000 
14 7,000 

8 4,000 

IO 5,000 

15 8,000 
16 8,000 
17 9,000 
l a  “ 8,000 
19 20,000 
20 10,000 
21 9,000 
22 9,000 
23 8,000 
24 8,000 

26 7,000 
25 7,000 

27 6,000 
28 6,000 
29 5,000 
30 5,000 

T ~ t a l s  181,000 

Usage Wlthln the Request (1,000 Gal.) 
Multipiled by: Operatlng Expense Component Quotient (per 1,000 Gal.) 
Operating Expense Component 

Usage Exceedlng Request (1,000 Gal.) 
Multfplled by: Seller’s Wholesale Rate (per 1,000 Gal.) 
Usage Exceedlng Request Component 

Operating Expense Component 
Depreclalon Expense Component 
Return on Plant Investment Component 
Usage Exceedlng Request Component 
Customer Cost Component 
Monthly Water Blll 

Monthly Water Bill I Buyefs Usage for Month (1,000 Gal.) 

Monthly Debt Servlce Cost 

Usage 
Exceeding 
Request 

- (1,000 Gal.) 
0 
0 
0 
0 

500 
500. 

1,500 
1,500 
2,500 
2,500 
3,500 
3,500 
4,600 

’ 4,500 
6,500 
5,500 
6,500 
6,500 
7,500 
7,500 
6,500 
6,500 
5,500 
5,500 
4,500 . 
4,500 
3,500 
3,500 
2,500 
2,500 

109,000 

72,000 
5 0.44028 
f 31,700.16 

109,000 
$ 1.35 
$ 147,150.00 

fi  31,700.16 

17,307.99 
147.150.00 

V 4,146.01 

259.00 
S 200,563..16 

s I .l OB08 

- $ xxx,xxxxx 
a wxxxxx Total 

BWP-8eserve2apacitpbte 
Schedule 5 Page i of 1. 
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TEbECOPY TRANSMITT AL SHEET 

FAX No. (606) 268-6327 
We have a Sharp Model FO-800 Facsimile 

DATE: 

COMPANY: > cc9. -____. 

HAND TO: 

FROM: +-+ I_ 

Number of pages, including cover: 3 
If you have any problems with receiving, please dl: 

P h o n e : 6 6 & - 2 6 S - 6 ~ ~  LAsk for: 

Hard copy mailed: yes t/" . ,no -__ 

PLEASE DELIVER TO-THE ABOVE NAMED PERSON IMMEDIATELY. 

The informatbn contalned In thts transmisston Is privileged. confldentbl and intended only for the u8e of 
the ImfMdual M entity named a b e .  If yo0 have r e d ! &  thk cornmunicatbn In emr, please nattfy 
Kentucky-Amerlcan Water Company lmmedtately by telephone, collect and return the original m g e  to 
us at the address shown via the U.S. Postal Service. You will be reiw$rursed for the requited postage. 
fhsnk you. 

MESSAGE 
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2300 Richmond Road Lexington, Kentucky 40502 
(m) 2686320 F a x  (606) 268-6327 

Roy W. Mundy I1 
President 

June 19,1998 

Mr. John Huber, President 
Louisville Water Compwiy 
435 South Third Street 
Louisville, Kentucky 40202 

Dear John: 

Thank you again for the hard work yon and your staf f  have put into our negotiations toward the 
water purchase agreement between the Louisville Water Company and Kentucky-American 
Water Company. My purpose in writing is to state the arrent position of KAWC 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. 

POINT OFDELWERY: 

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 is that this request 
includw a 25-MGD pump station and water storage tank designed and installed entirely at t h e  
expense of LWC (tank capacity to be determined). 

ADDITIONAL 12 MGD OF CAPACITY CREATED BY PUMPSTATION AND TANK 
REFEWNCED ABOW: 

We understand that you have offered KAWC the right of first refusal for any increment of this 
additional capacity. Our request that one-half of this additional capacity be reserved for us at no 
additional cost was denied. I assume that if we agree to the fust refusal concept of the 12 MGD 
in lieu of an absolute reserve, our cost to accept a portion of the 12 MGD would bc in accord 
with current contract terms. 

UPSIZING PROJECT FA CILJTIES: 

We continue to disagree on LWC’s share ofthe cost when the line is upsizeci, 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, 
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DEPRECU TION ON CUC: 

The Public Service Commission does not allow 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. 

MINIMUMLEVEL OFslaLES: 

You have indicated that your board is interested in a guaranteed stream of revenue. We suggest 
that a minimum lwei of sales is unnecessary because the reserved capacity rate requires a 
minimum, and guaranteed, level of revenue, as it may inctease from time to time, over the life of 
the contract. 

RESERVED CRPAClgY: 

Our decision in these negotiations must be d e  among the various altemntives to the source of 
supply deficit. We must 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 will be. We propose 
that o w  initial reserved capacity be 2.5 MGD. We also propose that this reserve increase .5 
MGD in the succeeding three 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 Iittle, if any, benefit 
for KAWC. In fact, at an actual use of 1.5 MGD, the rate, using a 6-MGD reserved capacity, is 
$1.79 per thousand gallois. 

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, * lA).w--- 
Roy W. Mundy I1 

d 

-_ -. 
President 

TOTRL P. 03 
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Kentucky American Proposall 
(remaining items of negotiation) 

June 30, 1998 

I. Point of Delivery - Hwy 55 near Interstate 64. 

A. Minimum pressure at delivery point (discharge side of meter battery) is 30 psi. 
B. Mrtvirnum Pressure along LWC pipeline is 175 psi. 
C. Minimum Pressure along LWC pipeline is 40 psi. 
D. Minimum flow capacity at delivery point is 23 MGD (36” pipe velocity = 5 ft/sec). 
E. Maximum flow capacity is 35 MGD (36” pipe velocity = 8 Wsec). 

11. LWC Owned and Operated Facilities (Project Facilities) 

A. 25 MGD Pump Station with expansion capability to 35 MCiD located near 1-265 and 1-64 in 
Jefferson County. 

B. Minimum 1.0 MG Storage Tank in Shelby County, west of delivery point and KAWC BPS. 
C. 10,200 feet of 60-inch and 61,500 feet of 36-inch transmission main firom English Station 

Reservoir to Delivery Point, generally following 1-265 and 1-64 corridor, using most feasible 
route. 

D. Project Facilities designed by consultant selected by LWC, approved by KAWC. 
E. Design and final cost estimate completed by December 1, 1998. 

III. Financing of Project Facilities 

A. KAWC to pay for 36-inch transmisison main from English Station to Delivery Point. 
B. LWC to pay for incremental upsizing from 36-inch to 60-inch along Interstate 265. 
C .  LWC to pay for Jefferson County 25 MGD pump station and Shelby County storage facility 
D. LWC to allow KAWC to recover cost of pipeline construction for any service connections to 

the transmission main in the form of a service connection fee having a value of $5,000 per 
equivalent unit as follows: 

1. 
2. 
3 .  
4. 
5. 
6. 

4-inch metered service, 25 equivalent units, $125,000 connection fee 
6-inch metered service, SO equivalent units, $250,000 connection fee 
&inch metered service, 80 equivalent units, $1100,000 connection fee 
10-inch metered service, 115 equivalent units, $575,000 connection fee 
12-inch metered service, 185 equivalent units, $925,000 connection fee 
16-inch metered service, 330 equivalent units, $1,650,000 connection fee. 

E. 

F. 

Service Connection Fees would appIy for term of contract (40 years), collected by selIer for 
buyer. Total fees collected can not exceed value of the 36-inch tranmission main. 
Connection fees apply only to metered service and do not apply to distribution system 
connections to transmission facilities for purpose of retail distribution of water. 

IV. Reserve Capacity: 

A. KAWC initially reserves 4.0 MGD, increased to minimum of 5 MGD by 2005. 
B. KAWC has first right of refusal on reserve greater than 4 MGD up to 23 MGD, LWC giving 

6 months response time for KAWC to increase reserve ifLWC desires to sell additional 
reserve. 

C. KAWC gives LWC 6 months notice on need to increase reserve capacity. 
D. LWC retains full rights on 12 MGD of the 35 MGD total capacity. 



V. Depreciation: 

A. LWC will not charge depreciation on contri6uted portion of Project Facilities (transmkion 
facilities), providing that KAWC will provide for replacement and or rehabilitation of 
facility as needed upon renewal of contract for a second 40 year contract term. 

B. Depreciation will be included in the water rate for transmission, pumping and storage 
facilities used in delivering water to the delivery point. 

VI. Water Rate Schedule B: 

A. Buyer Reserve Request 

- 
- 
- 

Can establish new capacity by July 1, of previous year. (adjusted once per year) 
Seller has 12 months to accommodate new reserve request level. 
Maximum reserve capacity request is 23 MGD. 

B. Water rate for consumption within the Buyer reserve request: 

- 
- 
- 
- 

Operating Cost component (variable based on consumption) 
Depreciation Cost component (fixed based on reserve capacity) 
Return on Plant Investment Cost component (fixed based on reserve capacity) 
Dedicated customer costs (based on actual expenses) 

C .  Water Rate for consumption exceeding capacity Reserve Request in a 24 hour period: 

- wholesaIe rate with ESA 
- Waiver provision for emergency approved by Seller. 

D. Minimum Water Sales 

- 
- 
- 

Minimum water saIes requirement of I .  5 MGD initially. 
Minimum water sales requirement of 2.0 MGD by Year 2005. 
Waiver for minimum requirement in event of an emergency approved by Seller. 

2 
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Contract Negotiations with Louisville Water Company 
Juiv 8. 1998 at 9:30a in Louisville 

1. Question as to immediate availability of 23 MGD. 

Agenda Items 1 
I 

I I 
2. Rate - Latest LWC offer IS: 

Yea; lyu ie  1 I .5 
1.6 2 

3 1.7 

5 1.9 
6 2.0 

I - _- 
- 

4 1.8 

8 I I J 
My suggested alternative: 

_. 
I mia reservedl m i a m  I 

gurchasecarzacitvconsfant J2UEtEmcanacitvjconstant 
n!w ti& Year -m m i -  

2.51 0.952661 i 1 1.51 2.5 0.952661 
3.0 1.013113 2 1 6  3.0 1.013113 
3.5 1.066453 3 1.7 3.5 1.066453 

1.8 4.0 1.113866 
4.5 1.156289 1 5j 1.9 4.0 1,078414 

61 2.01 4.01 1.0465071 5.0 1 .I 94469 1 

4.0 1.113866 4 1  

I I I- 

The rate should be specified Schedule 8 or the standard wholesale rate. whichever is lower. __ - . - ._ 

I I I 



Bluegrass Water Project 
Analysis of Depreciation Component of Water Rates 
Regarding Contributed Capital 

Depreciation including Contributions in Aid of Construction 

Total Depreciation $ 11,010,480 
- Common to Only Retail $ 2,940,510 
- Customer Expense $ 2,663,010 

$ 5,406,960 

Depreciation excluding Contributions in Aid of Construction 

Total Depreciation !J 7,555,390 
- Common to Only Retail $ 1,465,210 - Customer Expense $ 1,315,510 

Difference 

KAWC Percent Portion 

KAWC Dollar Portion 

$ 4,774,670 

$ 632,290 

1.04167% 

I $ 6,586.381 
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