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2300 Richmond Road * Le&gtm, Kentucky 40502 
606/269-2386 

TELECOPY TRANSMITTAL SHEET 

FAX NO. 606/ 263-6327 
We have a Sharp Model FO-800 Facsimile 

DATE: 4128/98 

COMPANY: LOUISVILLE WATER COMPANY 

JMND TO: ROBERT K. MILLER 

FROM: Coleman Bush 

Number of pages, including cover: - 15 

If you have any problems With receiving, please call: 

Phone: 606/268-6364 Ask for: Larhe Donoho 

Hard copy mailed: Yes N o ,  x 
PLEASE DELIVER TO T-QVE NAME D PERSON INMEDIATELY 

The infomation contained in this transmission is privileged, confidential and intended only for 
the use of the individual or entity named above. 3.f you rcceive this comunication in enor, 
plcase notify Rentucky-American Water Company immediately by telephone, collect and return 
the original message to us at the address shown via the U.S. Postal Service. You will be 
rQmbursed for tbe required postage.. Thank you. 

Message: 

If transmitted document is not lePible, please call the above numbm and an orirrinal 

document wilt be mailed to VOU. 



2300 Rchmand Road - Lexington, Kentucky 40502 (606) 169-2386 - Fax (606) 2684327 

Coieman 0. Bush 
Vice P le i in t  & Tic?a- 
(606i 2684324 

April 27, 1998 

Mr. Robctt K. M e r ,  Vice Prusident of Finance and Treasurer 
Louisae Warer Company 
433 South Third S t r w t  
Louisville, KY 40202 

Dear Bob: 

I have attached a revised draft of our contract. Please fontard any cfxmga aftcr your review. 

Also, please fbnvd your rcviscd pricing proposal by Thursday morning. April 30,1998. 

Sinceply, 
/ I  

Vice President and Trcmwr 

In-ccont 
S’l/Z0O’d mtJ?i iT:60 8665-BZ-2dtJ 



Revised April 27,1998 

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

between KENTUCKY-ANIERICAN 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 :  

WHERUS, Seller owns and operates municipal water supply and treatment 

facilities comprising several sources of supply, induding the Ohio River, and 

WHEREiAS, Seller utilizes its facilities 40 provide water service on a wholesale and 

retaii basis; and 

WHEREAS, Seller has available reserve capacity sufficient to meet Buysls needs 

under this Agreem 

WHEREAS, Buyer is engaged in tt'e manufacture of water and cunentty sells water 

to customers in the counties of Fayetle, 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 s o u m  of water fat 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: 
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?.  : In this Agreement, these terms have the meanings indicated 

b l o w :  

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

at 435 South Third Street, Louisville, Kentucky 40202. 

b. Kentucky-American Water Company, a Kentucky corporation 

located at 2300 Richmond Road, Lexington, Kentucky 40502. 

c. : Fixtures, equipment, mains, meters, vaults, 

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

Buyer for the delivery of Service under this Agreement. 

d. : The location of the connection of the Project 

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

disbetion, 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 

Selfer. 

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

Point of Delivery under this Agesrnent induding, but not limited to, the requirements in 

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

2. 

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

the 

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 casts, 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 Sewice to the Point of Delivery as requited 

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 indude outside professional engineering fees, measurable interns1 costs of 

engineering design znd actual out-of-pocket costs associated with the issuance of 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. : Seller agrees 

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

October 21, 1998. Seller acknowledges and agrees that time is of the essence in the 

Design of the Project Facilities. 

4. : 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. Selter acknowledges and agrees 

that time is of the essence in the Construction of Project Facilities 

5. 

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

to pay Seller, on a monthly basis, amortized over a period commensurate with the term of 

indebtedness or over some other term as mutually agreed upon by the parties, the amount 

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

Project Facilities. The rate of interest on such indebtedness shall be established through 

a competitive bid process for tax-exempt instruments and failing a successful bid on tax- 

exempt instruments, through a competitive bid process on conventional debt instruments. 
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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 

privilege and shall simultaneously pay to Seiler the amount of the prepayment to remit to 

the holders of the debt instruments. 

6. 

. Buyer Mil 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, as the same may be changed from 

time to time, and in a condition for Buyer's continued process of pressurization, 

improvement, processing, and other manufacturing and production. 

b. . Seller shall construct Project Facilities 

to 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 minimum pressure of not less than thirty (30) pounds pet 

square inch. 

C. . In th8 event Seller is unable to provide Buyer with Service 

terms of this Section for reasons beyond Seller's control, Seller shall use its best 

efforts to restore the water to a quality, fat@ of flow and pressure as required in this 

Section. Time is of the essence in all situ2ltions M e r e  such a failure and restoration exist. 

7. : Seller agrees to furnish, install, 

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

maintain, 

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

and to test such metering equipment whenever requested by Buyer but no mom frequently 

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 six months, but at its own expense. 

A meter registering within the warranty limits specified by the manufacturer thereof 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. Motiicat!on of meter failure will be from an alarm system 

based on real-time monitoring. An appropriate official of the Buyer shall have access to 

the meter at reasonable times for the  purpose of inspecting and reading such metering 

facl li ties. 

a. 

a. Buyer Shall pay Seller in accordance with this Agreement pursuant to 

the rates and terms so identified on Schedule 8, attached hereto and incorporated herein 

and as may be chthng d from time to time as approved by the Board of Waterworks of the 

City of Louisville and the Public Setvice Commission of the Commonwealth of Kentucky 

pursuant to its rules and regulations. 

mtln 
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b. 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 invoim is correct as to charges and water usage. 

9. : Seller agrees, throughout the 

term of this Agr ment, to provide Buyer with a reservation of its water treatrnem capacity, 

such reservation to not be less than capacity needed under this Agreement to treat and 

deliver Service to the Point of Delivery as sat forth in this Agreement. 

: Seller warrants and represents that any water service to 

others along project facilities 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 diminisb such Service to 

others until full Service is restored to Buyer. 

11. . Seller agrees that upon 

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

treatment facilities or elevated service area pumping, transmission and storage facilities, 

to the extent that expansion or enlargement is related to the provision of service Under this 

agreement, it will notify Buyer of its intention to do so and will afford the Buyer with a 

reasonable opportunity to participate in the expansion or enlargement with a 

S i i 6 0 .  d QZ :60 866’1 -8S-ifdW men 
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commensurate extension of the term of the contract for the purchase or deliverj of 

additional water. 

12. 

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 detiver Serrice 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, excluding medtc!ai facilities, of the highest and most important 

priority. 

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

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

service. 

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

date this Agreement is @xecuted by both parties hereto and shall terminate 

on December 31,2030. This Agresrnent shall be autornaticalfy extended for 

two (2) consecutive additional terms of twenty-five (25) years each, unless 

Buyer provides written notice to Seller at least five (5) years prior to the end 

of the then existing tm, that Buyer does not intend to extend the then 

existing term. 

SI/QT 'd  
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14.. : Buyer will provide timely notice to Seller of any emergency or 

condition, which would adversely affect the quality, quantity or pressure of 

the water in the Seller's system and likewise, Seller will provide timely notice 

to Buyer of any emergency or condition, which would adversely affect the 

quality, quantity or pressure of the water at the Point of Delivery. 

15. 

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

pursuant to this Agreement. 

c. Provided Seller has deiivered 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. 

16. 

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

Agreement, and has the authority to perform under the terms of this Agreement. 
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b. Seller will deliver Service to the Point of Delivery that meets or 

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

they may change from time to time, and the requirements of Section 6 of this Agreement 

c. Seller shall be responsible for the Project Facilities to the Paint of 

Delivery and the quality, rate of flow and pressure of the water at the Point of Delivery 

17. 

a. Buyer may terminate thls 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. 

3. 

Revocation of Seller's authority to do business. 

Seller's breach of any of the Representations and Warranties 

in this Agreement as determined by a court of law in the Commonwealth of Kentucky. 

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

notice in the event of 

'l . 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 

in this Agreement as determined by a court of law in the Commonwealth of Kentucky. 

17. 
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a. This Agreement is subject to the approval of the Kentucky Public 

Service Commission ("PSC") and receipt by Buyer of a final, nonappeaiable 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 8 partnership, joint venture, 

agency or other relationship between Buyer and Seller and Buyer and Seller expressly 

state that they awe no fiduciary duties to one another and that the relationship is based 

upon Contract. 

c. This Agreement is binding on the sbccessors and assigns of the 

parties hereto. 

d. Buyer and Selfer 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 those records that may be subject to a 

recognized privilege, that are confidential or that may be protected by the Kentucky Open 

Records Law Without limitation, the infomation subject to access shalt 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 amwnt subject to the reasonable 

determination of the Board of Watsiworks of the City of Louisville. Seller shall, upon 
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Buyer's request, show evidence of such insurance by a certificate, which includes Buyer 

as an additional insured 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 j. Time is of the Essence under this Agrement 

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. 



r. 

ST'd 1WlOl 

Revised April 27,1998 
IN WITNESS WHIEREOF, the parties have set forth their hands the day and year 

first above witten 

BUYER: 

rican Water Company 

By: 

Title; 

Date- 

Attest: 

SELLER: 

BY. 

Title: 

Date: 

Attest: P 

- 

SS/ST 'd 



TO: Linda Bridwell From: Karen Willis 

-- Ky-American Water Company Louisville Water Company ---- 
- Fax 606-268-6327 Pages: 1 -_ 

Phone: 502-569-361 5 h t e :  04/29/98 

__1--1- --_-___I 

Re: Letter to Dave Reves GO: 

Linda, 

I have marked up the letter you faxed to reflect our conversation yesterday morning. Your 
letter addressed the points adequately, I just provided further clarification where possible. 
Please review and if you have any questions or you are not in agreement with the changes, 
please call me at 502-569-361 5. 

The HGL profiles for the US 60 will go out in Thursday’s mail and I will send them overnight 
to ensure you get them by Friday. The second set of profiles to address the 1-64 route will 
be available the middle of next week. We had only completed the profile for the US 60 route 
initially, but with the renewed interest in the 1-64 route, the profiles for this route will be 
accomplished and forwarded to you and Dave. 

Thanks! 
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2300 Richmond Road Lexington, Kentucky 40502 - (506) 269-2386 Fax (606)  2686327 

Linds c. BridWFU, P.E. 
Director oftnglueering 

David M. Revcs, P.E. 
American Water Works Service Company 

‘ IO25 Laurel Oak Road 
P 0. Box 17’10 
Voorhees, NJ 08043 

RE: Bluegrass Water Project, Louis\dIa Water Company Issues 

This afternoon Nick Kowe and I had the opporrunity ta talk with Greg Heitanan and K m  Willis On 
Friduy April 24, Kmen and 1 had dbcussed the issues that still needed to be resolvea. I went to surnmlvizc 
our conversation: , 

The 30 psi requirement is a Division of Water regulation which is for all w a w  lines. ff thc critical pour!~ 
wore 81 locations where there wouId be no other tie-ins for 2-3 miles on eithcr side and were just an issue 
of elevation, we could approech the Division of Warn about a wsiver. Unfottwately, these points wc at 
highly populrtted areas and Louisville is concerned about a dcpzeasion of pressures based on the R o v a t t  
from the surrounding distribution system. Although Greg did distinguish thejr andpis 89 5 fixed grade 
review, these critical pohts cannot be corncted without additional energy. 

f tbe pipeline kom the English Stetion tank along tlS 60 i s  incmased to 8 38” main, the critical points arc 
within matgins thai Louisvilh would be willing tv coasider. An upsizing to 42” main will not achieve the s reduced fiiction losses to eliminate the critical points. 

-An increue of approximately 100 feet of hy&an!ic head would slso correct the critical points on B 36” 
main. Karen will forward us copies of thc additional hydraulic d e  I i Qe.,,-p r O f i  1 eS 9 

/-I  expressed to them my concerns with water quality issues by increasing the pipe size. 

I f 8  booster is needed in Jefferson County, I expressed a preference from 8 conmctabili~ standpoint on 
the 1-64 corridor We discussed that this will dso provide greater flexibility in our booster station locations 
for electrimill and chemical delivery considcralions. 

Louisville is completing D determination to upsize the pipline to the point ot’delivery_i’lP43. This will be 
based on projeded gtowrh to their existing *holesafe cu9tGrners in Shelby County. lhis will be complete 
next week. 

/- 

oujsville has also undertaken E review ofthe constructability of the NO routes, to be comple?e next week. 
The injtjal draft information had recom;Den&d vlc 1-64 route based on consauction feasibility iswts. 
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Greg indicated that they did not feel thet there wa9 any otber routb h m  tbc English Station rank that would 
enable them to provide the 23 mgd at 30 psi witb B 36” pipe, without B brier. It is not merely an issue of 
trying to avoid a couple of high elevation pine. Greg welcomed any additional review from ow 
consultant on their hydraulic drteminations. 

Additionally, there is still some negohtion on the point of delivery. They have agreed to complete work 
by next week regarding the economic considerations of a point east of the Jaffcrson Counv line. This 
point would be no further east than KY highway 5s. 

Obviously, this will aher our design stop, although not signifiwtly at hi8 point. I have indicated to Greg 
that we gave Glmnelt-Fkming the oflkinl notice to proceed on April 20 and that we need to dotmine the 
exact level of changes by next week. 

Please all me when you have had a c h m o  lo review this informarion. 

J 

/ 
J 

Sincerely, 

Linda Bridwell, P.E. 
Director of Engineering 

C: N.O,Rowc 
G,C. Heitman, PE 
K.A. Willis, PE 

I 

J 

i 
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OATE , TIME 
FAX NO. /NAME 
DURATION 

RESULT 
MODE 

FAGE (s) 

TRANSMXSSIUN VERIF ICATION REP0 

TIME * 04/29/1998 16: 35 
NAME I LOIJISVILLE bJATER 
FAX : 502-569-3691 
TEL : 502-569-3600 

64/29 16:34 
916862686327 
09: 01: 30 
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OK 
STANDARD 
ECM 
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cc 
I 

r-- 5 

Dsre: 

Number of page; including cover sheet: 
- 
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-- 
Phone: 
Fax phone: 606R66-637d 
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HGL Profiles 

Overall, I will need two sets of the HGL/Ps Profiles One will follow the TIS 60 route, the other 
will follow Gene Snyder Freeway to 1-64 and out the gas pipeline route to Shelbyville Road. 

~ is'Set: 
m Start at English Station Reservoir along US 60 - RR - County line to gas pipeline route south 

of 1-64 out to Shelbyville exit (KY 55). 

Show the three main sizes, 48-inch, 42-inch and 36-inch with no pumping added to the 
system. Start at 840 grade at English Statim Reservoir. 

Highlight the 30, 40 and I75 psi grid lines in yellow- 
- Make 30 psi solid yellow 
- Make 40 and 175 psi dashed yellow 

a Title should read: 
Bluegrass Transmission Main HGL and Ps Profile 
23 MGD flowrate, No Pumping Facility 
English Station Reservoir to Shelbyville (via US 60) 

0 At the bottom, add the following statements: 
Single pipeline steady-state analysis 
Pipeline route: US 60 - RR - County line - gas pipeline to Shelbyville 

znd Set: 
0 Start at English Station Reservoir along Gene Snyder Freeway to gas pipeline route south of 

1-64 out to Shelbyville exit (KY 55). From English Station Reservoir to the gas pipeline 
route, it will be a 60-inch. From there, we will consider a 48-inch, 42-inch and 36-inch. 

w Show the three main sizes, 48-inch, 42-inch and 36-inch with 1 SO feet of head added to the 
system at English Station Reservoir. Start at 840 grade at English Station Reservoir, overall 
grade will move to 990. 

Highlight the 30, 40 and 175 psi grid lines in yellow: 
c 

m 

- Make 30 psi solid yellow 
- Make 40 and 175 psi dashed yellow 

6 Title should read: 
BIuegrass Transmission Main HGL and Ps Profile 
23 MGD flowrate, Pumping Facility at English Station Reservoir (1 50 feet of head) 
English Station Reservoir to Shelbyville (via 1-64) 

At the bottom, add the following information: 
Single pipeline steady-state analysis 
Pipeline route: English Station Reservoir - Gene Snyder Freeway - Gas pipeline - 
Shelbyville 
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LOUISVILLE WA COMPAJV’Y 
P . O .  B O X  32460 * L O U I S V I L L E .  K E N T U C K Y  40232-2460 

T E L  502-569.3600 F A X  502-585-2806 

April 30, 1998 

Ms. Linda Bridwell 
Kentucky American Water Works Company 
2300 Richmond Road 
Lexington, KY 40502 

RE: Bluegrass Water Project 
HGL Profiles 

Dear Linda: 

Enclosed for your use and review please find two hydraulic grade line profiles 
developed by Louisville Water Company (LWC) staff for the US 60 route. Figure 1 
represents the hydraulic grade line and associated static pressures without any 
additional pumping. The alignment for this route generally follows US 60 to the RR, 
over to the Jefferson County line then heading over to the natural gas pipeline and 
following the gas pipeline route to KY 55 just west of Shelbyville. Figure 2 represents 
the same route with an additional 150 feet of head added at the English Station 
Reservoir. 

As you can see from Figure I ,  it appears that the static pressure will drop below 40 psi 
(LWC’s minimum standard) around Lake Forest Parkway and again west of Clark 
Station Road near the railroad for any size diameter pipe, with no additional head 
added. The Lake Forest Parkway intersection also drops below the K Y  Division of 
Water requirement of 30 psi for any size diameter main, with the second location west 
of Clark Station Road near the railroad dropping below 30 psi for only the 36-inch 
diameter main. Once the pipeline reaches a point east of Conner Station Road, 
approximately a mile and a half into Shelby County, the static pressure drops below 30 
psi in all three of the proposed diameters. Other than crossing the Blueline Creek, the 
static pressure does not recover over the remainder of route being investigated, which 
would indicate the need for additional head from this point forward. 

In Figure 2, an additional 150 feet of head has been added to the system at the English 
Station Reservoir. The single pipeline steady-state analysis indicates that all three 
proposed diameters will meet the pressure range of 40-175 psi identified by LWC up to 
a point just west of State Road 1399. At this point, the 36-inch diameter pipe drops 
below the 40 psi constraint to approximately 30 psi. From this point forward, the need 
for additional head would likely be required. However, note that this location is 
approximately 2.5 miles east of the location identified from Figure 1 and meets all 
pressure requirements up to this point. In addition, the need for additional head would 
only be required for a 36-inch diameter pipeline. The static pressure for the 42.-inch and 

A n  E q u a l  Q p p o r l u n i t y  E m p l o y e r  
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Page 2 
KY-American Water Company 
April 30, 1998 

48-inch both remain well above the minimum of 40 psi all the way up to KY 55. 

With the renewed interest in the 1-64 route, hydraulic grade line profiles for this route are 
being developed and should be available the first part of next week. LWC staff will 
investigate similar scenarios as presented here in Figures 4 and 2 with the pipeline 
alignment to follow the 1 - 4 3  route instead. 

Should you have any questions regarding the enclosed information, please feel free to 
call me at (502) 569-3615, or Mr. Greg Heitzman at (502) 569-3681. 

Sincerely, 

Karen A. Willis, P.E. 
Manager of Planning Infrastructure 

Cc: Dave Reves - American Water Works Service Company 
Greg Heitzman - Louisville Water Company 

Attachment 
* Figure 1 - HGL Profile, No pumping added - U S  60 Route 

Figure 2 - HGL Profile, 150 feet of head added - US 60 Route 
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2300 Richmond Road - Lexington, Kentucky 40502 - (606) 269-2386 * ‘Fax (606) 268-6327 

1,incla C. Bridwell, P.E. 
Director of Engineering 

David M Reves, P E. 
American Water Works Service Company 
1025 Laurel Oak Road 
P.O. Box 1770 
Voorhees, NJ 08043 

RE: Bluegrass Water Project, Louisville Water Company Issues 

Dear Dave: 

This afternoon Nick Rowe and I had the opportunity to talk with Greg Heitzman and Karen Willis. On 
Friday April 24, Karen and I had discussed the issues that still needed to be resolved. I want to summarize 
our conversation: 

-The proposed 36” pipeline from the English Station tank along US 60 will not be able to provide 23 MGD 
at a minimum of 30 psi at two locations along the line in Jefferson County. The 30 psi requirement is a 
Division of Water regulation which is for all water lines. If the critical points were at locations where there 
would be no other tie-ins for 2-3 miles on either side and were just an issue of elevation, we could 
approach the Division of Water about a waiver Unfortunately, these points are at highly populated areas 
and Louisville is concerned about a depression of pressures based on the flowrate from the surrounding 
distribution system. Although Greg did distinguish their analysis as a fixed grade review, these critical 
points cannot be corrected without additional energy. 

-If the pipeline from the English Station tank along IJS 60 is increased to a 48” main, the critical points are 
within margins that L.ouisville would be willing to consider. An upsizing to 42” main will not achieve the 
reduced friction losses to eliminate the critical points. 

-An increase of approximately 100 feet ofhydraulic head would also correct the critical points on a 36” 
iiiain. Karcr. xi!! f c r x r d  us sopies o f  the zdditiona! hydrzulic grade line profiles. 

-1 expressed to them my concerns with water quality issues by increasing the pipe size. 

-If a booster is needed in Jefferson County, I expressed a preference from a constructability standpoint on 
the 1-64 corridor. We discussed that this will also provide greater flexibility in our booster station locations 
for electrical and chemical delivery considerations. 

L,ouisville is completing a determination to upsize the pipeline to the point of delivery. This will be based 
on projected growth to their existing wholesale customers in Shelby County. This will be complete next 
week. 

Louisville has also undertaken a review of the constructability of the two routes, to be complete next week. 
-rhe initial draft information had recommended the 1-64 route based on construction feasibility issues. 

Equal Opportunity Employel 



Greg indicated that they did not feel that there was any other route from the English Station tank that would 
enable them to provide the 23 ingd at 30 psi with a 36” pipe, without a booster. It is not merely an issue of 
trying to avoid a couple of high elevation points. Greg welcomed any additional review from our 
consultant on their hydraulic determinations. 

Additionally, there is still some negotiation on the point of delivery. They have agreed to complete work 
by next week regarding the economic considerations of a point east of the Jefferson County line. This 
point would be no further east than KY highway 5.5 

Obviously, this will alter our design scope, although not significantly at this point. I have indicated to Greg 
that we gave Gannett-Fleming the official notice to proceed on April 20 and that we need to determine the 
exact level of changes by next week. 

Please call me when you have had a chance to review this information. 

Sincerely, 

Linda Bridwell, P.E. 
Director of Engineering 

C: N.O.Rowe 
G.C. Heitanan, PE 
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Introduction to Gannett Fleming 

Gannett Fleming, an international consulting engineering company, has been active in 
almost every phase of consulting engineering since its establishment in 1915. Over the years, the 
company has performed more than 20,000 assignments in 40 states and in 30 countries around the 
world. Gannet1 Fleming provides water resources, environmental, transportation, and industrial 
services; planning, land development, and construction engineering and management; and 
specialized services including architectural, structural, geotechnical, hydrogeology , 
mechanical/electrical, SCADA, computer-assisted design, management information systems, and 
geographic information systems. 

Gannett Fleming is listed among the nation's most prestigious engineering firms. The 
Engineering News Record, April 1997, listed Gannett Fleming as 55th among the 500 leading 
United States consulting firms. In 1996, our fees for work performed totaled approximately $120 
million. 

The company and its wholly-owned subsidiaries employ approximately 1,450 persons with 
expertise in numerous disciplines. Nearly 800 employees are located in our Harrisburg, PA, 
headquarters with the remaining staff at 27 regional offices throughout the United States, as well 
as Africa and Mexico The staff includes civil, eiectrical, mechanical, structural, hydraulic, and 
sanitary engineers; architects; surveyors; geologists; soils scientists; hydrologists; environmental 
scientists; and technjcal and clerical support personnel. The total number of engineers in the firm 
is approximarely 650. 

Team Organization 

For this project, we have assembled a highly qualified team of engineers and technicians. 
As the prime consultant, Gannett Fleming will be responsible for the overall project. We have 
carefully selected local subconsultants to complement our staff and to provide a strong Kentucky 
presence. 

A summary of project responsibilities and pertinent experience of our key personnel is 
presented below. Following this information are highlights on each of our subconsultants. The 
interrelations of the project team members are presented in Section 13 - Organization Chan. 
Additional information on each of our subconsultants, including project descriptions, 1s included 
in this section. Resumes of project team members for Gannett Fleming and our subconsultants are 
included in Section 14 - Resumes 

Gannett Fleming's responsibilities will include: 

Overall project responsibility 
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Daily communications with Kentucky-American and American Water Service 
Company, Inc 

Lead Engineer in: 

0 Geotechnical analyses 
0 

Q 

0 

0 Pipeline design 
0 Pumping station design 
0 Cost estimating 

Hydraulic modeling and surge analysis 
Pipe material and trench evaluations and design 
Special crossings analysis and design 

Gannett Fleming Key Team Members 

Jeffrey L. Raffensperger will serve as Project Manager responsible for all day-to-day 
activities and the point of contact for Kentucky-American Water Company. Mr. Raffensperger 
has more than 20 years of experience with Gannett Fleming As detailed in his resume, he 
specializes in the design of large diameter pipelines and water treatment plants. Currently, {he is 
serving as Project Manager on two other American projects: St. Joseph Water Treatment Plant for 
Missouri-American and Huntsville Pumping Station for Pennsy Ivania-American Water Company. 
Mr. Raffensperger has extensive steep slope pipeline design experience. 

UT. Kirk Corliss, Jr., P.E., will serve as Project Officer and will also provide Technical 
Review. Mr. Corliss is Vice President and Manager of Gannett Fleming's Water Supply Section 
and has 32 years experience with Gannett Fleming. He has extensive experience in the design of 
water treatment, pumping, transmission, and storage facilities and has directed studies or design 
on more than SO water treatment plants over the past 10 years. Mr. Corliss has served as Prqject 
Pirector or Project Manager on 10 American projects. He is very familiar with American people 
and projects and has established a good working relationship with American. He also designed 
the Newtown Pumping Station in the late 80s for Kentucky-American Water Company. 

James L. Long, P.E., will serve on the Technical Review Committee. Mr. Long is a 
principal with the firm and Senior Vice President and Director of the Water Resources and 
Geotechnical Division. He has a Master of Science in Hydraulics and has performed or overseen 
all of the firm's major steady state and transient analyses during his 35 years with Gannett 
Fleming. We has extensive knowledge in contro1 and line valve selection and operation, surge 
relief design, pipeline materials, and analyzing cause and effects. 

W. Douglas Ensor, B E ,  will serve on the Technical Review Committee. Mr. Ensor is 
a principal with Gannett Fleming and manages the Newport News, Virginia regional office. He 
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has 29 years experience in the warcr industry, the last 10 with Gannett Fleming. Mr Ensor has 
extensive experience in all types of river and road crossings. He was project manager for the state 
and national award-winning 48-inch horizontal directional drilling river crossing for the City of 
Norfolk, Virginia Mr. Ensor serves 011 the AWWA Standards Committees C302 Reinforced 
Concrete Pressure Pipe, Non-Cylinder Type and C303 Concrete Pressure Pipe, Bar-Wrapped, 
Steel Cylinder Type 

Raymond W. Ilenburg of PDR will be Assistant Project Manager. He will also oversee 
route/site selection. Mr. Ilenburg has niore than 28 years experience. He previously worked for 
Gannett Fleming for 3 years out of our Newport News office. He worked on several of the 
projects listed in Section 1 - Project Descriptions, including the Norfolk pipeline and the Newport 
News project. He worked under Mr. Corliss on several projects and assisted Jeffrey 
Raffensperger on others He has an excellent working relationship with the Louisville Water 
Company and water utilities along the pipeline route. 

Mark W. Fischer, P.E., P.L.S., of PDR will provide IJtility CoordinatiodPermitting. 
Mr. Fischer has more than 20 years of experience in water supply projects. Specializing in 
pipelines, the following are a few water line improvernent projects on which he has served as 
project manager: Georgetown-Frankfort Interconnect; Scott County; Martin County; Fleming 
County; and Pendleton County 

Robert A. Stark, P.E., will serve as Pipeline Design Manager. Mr. Stark is a principal 
in the firm and Senior Project Manager in the Water Supply Section. During his with 35 years 
with Gannett Fleming, Mr. Stark has specialized in large transmission main design including 
35,000 LF of 30-inch and 35,000 L,F of 42-inch steel transmission main for the City of Bethlehem, 
Pennsylvania and 48,000 L,F of 20 and 24-inch and 85,oQo LF of 30, 36, and 48-inch ductile iron 
transmission main for the West Virginia Water Company, Charleston, West Virginia. He has in 
depth knowledge in pipe materials, line valves, pipe restraint, pipe corrosion and cathodic 
protection, construction procedures, pipe repair and pipeline rehabilitation 

Laurence S. Zimmermann, P.E. will serve as Pump Station Design Manager. Mr. 
Zimmermann has 30 years experience in water supply. As detailed in his resume, Mr. 
Zimmermann has served as Project Manager on over ten water treatment plant projects and project 
engineer for another five having raw and treated water pumping stations. Several of these projects 
are highlighted in Section 1.  

Scott R. Smith, founder of Scott R. Smith Environmental Management Consultants, Inc., 
will provide environmental permitting services. Mr. Smith has 25 years of direct experience in 
environmental compliance. 

Ronald L. Thomas, C.E.. a Principal of Law Engineering and Environmental Services, 
Inc., will provide environmental services related to wetlands. Mr. Thomas is a certified ecologist 
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with extensive experience in wetland assessment and related permitting issues. He also specializes 
in wetland mitigation, environmental assessments and habitat assessment. 

Charles M. Niquette. President of Cultural Resources Analysts, Inc , will provide 
Archaeological services Offering more than 20 years experience, Mr I Niquette has conducted 
archeological field work in Kentucky. North Carolina, West Virginia, Ohio, Missouri, Virginia, 
Arkansas, and Colorado 

Complete resumes for all Gannett Fleming project team members are included in Secrion 
14 - Resumes. Detailed information on subconsultant personnel is also included in Section 14. 

The Gannett Fleming members of the team have worked together on a daily basis on scores 
water supply projects. The experience our pro,ject managers and other investigative and design 
team members have working together ensures that the framework is already established for 
successfully completing this project in the most efficient manner. 

One of the keys to the success of our projects is the participation of top management 
personnel in every project completed by the firm. Gannett Fleming is wholly owned by its 
engineering managers, and every project is directed by one or more of those managers. 
Stockholders Mssrs. Raffensperger, Corliss, L,ong, Ensor, and Zimmermann will be responsible 
for this project. The personal involvement of top management and the experience and expertise 
of our personnel are the keys to our success in providing outstanding professional service to each 
client. 

Subconsultants 

The following subconsultants have been selected based on their specialties, locations, and 
knowledge of the local area. However, we would like to stress that our Project Manager, Jeffrey 
Raffensperger will be involved on a daily basis. He will work from our prime subconsultant’s 
office in Lexington, Kentucky, as needed. During the times he is working at our headquarters 
office, he will always be electronically connected with the subconsultants, Kentucky-American and 
American Water Works Service Company via E-mail. 

Please refer to the attachments following this section for more complete information, 
including project descriptions, for each of our subconsultants. Resumes are included in Secfion 14. 

PDR Engineers, Inc. 

PDR Engineers, Inc.. (PDR) will be our prime subconsultant. The firm was founded in 
1946 and is ranked in the top SO0 firms in Engineenng-News-Record’s listing of the tip 500 fm. 
They are located in Lxxington and Louisville, Kentucky and have three regional offices outside 
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the state. Water and wastewater projects have been their mainstay since their founding. They 
have designed over 1 million feet of water and sewer lines. 50 pump stations, and 30 water and 
wastewater treatment plants. The Gannett Fleming team will take best advantage of their local 
knowledge by utilizing them for property research, survey. easement plats and descriptions, 
pipeline drawings, and assistance in pipeline design and non-environmental permits. 

PDR has a good working relationship with the Louisville Water Company, as well as with 
many of the communities along the pipeline route. including Frankfort, Georgetown, Shelbyville, 
Midway, and Versailles. In addition, James T. Huiting, P.E., while working for another firm, 
performed preliminary hydraulic modeling studies for the Kentucky-American 36- or 42-inch 
transmission main from Louisville to Lexington as well as locating one, two, or three pump 
stations along the proposed transmission main. 

Fuller, Mossbarger, Scott & May Engineering, Inc. 

Fuller, Mossbarger, Scott & May Engineering, Inc. (FMSM) will provide soil and rock 
borings at the Kentucky River, and road and railroad crossings, and at other critical locations 
along the transmission main and will assist our geotechnical engineers with analysis. With a staff 
of over 150 professional engineers, this firm has completed numerous Kentucky-American 
projects. FMSM was founded in 1966 and has three offices, including one in Louisville, 
Kentucky. Observation during boring work and the preparation of the geotechnical report will be 
performed by FMSM or Gannett Fleming. 

Cultural Resaurces Analysts, Inc. 

Cultural Resources Analysts, Inc. will provide archeological services. Founded in 1983, 
this fully-equipped archeological contract firm is a small business located in Lexington, Kentucky. 
They have worked on numerous projects for developers, cities and other municipalities; water 
districts; oil, gas and coal companies; area development districts; federal and state agencies; and 
architectural and engineering firms . 

Law Engineering and Environmental Services, Inc. 

Law Engineering and Environmental Services, lnc., a national environmental services and 
geotechnical firm with a regional office located in Louisville, Kentucky, will provide 
environmental wetland assessment services. This firm was founded in 1948 and has 4,300 
employees. This firm has performed environmental assessments related to pipeline projects for 
Indiana-Arnerican Water Company; Tennessee Gas Pipeline for a 96-mile pipeline corridor; and 
Northern Illinois Gas for a 28-mile corridor. They have also completed projects for Kentucky- 
American Water Company" 
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Scott R. Smith Environmental Management Consultants, Inc. 

Scott R. Smith Environmental Management Consultants, Inc. will provide environmental 
permitting services in conjunction with PDR. This environmental consulting fm is headquartered 
in Lexington, Kentucky and has been providing services for 30 years. 

Corrpro Companies Inc. 

Corrpro Companies Inc. (Corrpro) will provide, if required, corrosion engineering 
services. This firm has been providing economical long-term solutions for corrosion problems 
since 1984. This firm is located in Medina, OH, and has 27 offices throughout the country. They 
offer state-of-the-art research and testing facilities along with an extensive materials production 
facility. Gannert Flenling has worked with Paul Rothman of Corrpro on several transmission main 
projects including the 25,000-foot, 84-inch raw water transmission main for Fairfax County, 
Virginia. 

Mechanical Solutions, Inc. 

Mechanical Solutions, Inc will provide finite element analysis. MSI will review 
information from prospective pump manufacturers, as well as the system design and specifications. 
They will then analyze and evaluate the pump installations at the rwo booster installaiions, 
determine whether vibration problems could occur, and if so, how to avoid them. MSI is located 
in Parsippany, NJ. As detailed in the attached information, MSI has extensive experience in finite 
element vibration analysis for clients including Kentucky-American Water Company. 

Quality Control and Quality Assurance 

Gannett Fleming is cornmitted to providing high quality engineering service to its 
customers through its continuous quality improvement (CQI) program that involves all personnel 
in a systematic, logical process to continually improve the firm's work practices and procedures. 
CQI, Gannett Fleming's adaptation of Total Quality Management, is a systematic, firm-wide 
process of improving services we perform for our clients by improving the way we work and the 
services we provide. CQI is concerned with identifying barriers and removing those barriers. 
CQI achieves this by making quality a part of everyone's job description. We train each person 
in CQI and assign him or her to a Quality Improvement Meeting Unit (QIMU). These QIMU's 
hold one-hour weekly meetings to identify barriers and to propose improvements or changes in 
the way we work. In this way, CQI provides a vehicle for the recognition and re-involvement of 
all employees in improving the firm's methods, procedures, and operations. 

CQI is utilized on all prqjects including the recent Missouri-American Water Company St. 
Joseph Water Treatment Plant project. The same procedures and techi~iques will be employed for 
this project. 
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The 5 projects featured in this section represent Gannett Fleming’s expertise on projects 
similar to this one for Kentucky-American Water Company” These prqjects highlight larger 
diameter pipelines; pipelines crossing rives, roads, and railroads; and subaqueous crossings, as 
welt as large capacity pumping stations. We have also highlighted our experience on projects for 
other American companies Complete reference information is included for each project” 
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Client: Chester Water Authority 
Fifth and Welsh Streets 
Chester, PA 19016 
Robert W I Naef, P.E., Executive Manager and Chief Engineer 
(610) 876-8185 

Description: Client for 23 years. Performed hydraulic and acoustical studies, preliminary 
design, final design, bid assistance, construction administration, and resident 
observation services for the following projects: 

Transmission Mains: 

Susquehanna River 42 and 36 Inch Raw Water Transmission Main 
(Prqject Manager - Jeffrey L. Raffensperger) (Placed Into Service 1989) 

14,385 L,F of 42 inch prestressed concrete cylinder pipe 
5,275 LF of 36 inch prestressed concrete cylinder pipe 
710' of 72 inch prestressed concrete cylinder pipe carbon contact detention 
line , 
Cross county routing 
Surge analysis 
Hydraulic control structure 
Wetlands mitigation 
Permit requirements - Erosion and Sedimentation Control (E&S), PA 
Department of Environmental Protection (PADEP) 

42 Inch Treated Water Transmission Main 
(Project Manager - Robert A. Stark, Project Engineer - Matthew J. Carnish) 
(Under Design) 

9,500 LF of 42 inch prestressed concrete cylinder pipe 
Cross county routing 
Wetlands mitigation 
72 inch tunnel under highway 
Permit requirements - E&S, Township, PADEP 

Artesian 20 Inch Treated Water Transmission Main 
(Project Manager - Robert A.  Stark) (Placed Into Service 1992) 

17,500 LF of ductile iron pipe 
Routing along highway 

1-2 



I Boring across State highway 
Permits required - PADOT, PADEP 

1 
Pumping Stations: 

Rosedale Booster Station 
(Project Manager - W. Kirk Corliss) (Placed Into Service 1977) 

In-line booster station for 40 miles for 48/42 inch transmission main - 
Oxford Tanks to Village Green Tank Farm 
Gravity flow - 37 mgd 
Stage 1 pump flow - 44 mgd 
Stage 2 pump flow with second in-line booster station - 60 mgd 
Three 30 mgd, 700 hp horizontal centrifugal pumps 
Variable speed drives - liquid rheostat 
Acoustical study and noise attenuating design - maximum of 55 dBA at 
property lines 
60 mgd pipe gallery overflow 
Architecturally treated to fit  into exclusive rural setting 
SCADA with local and remote control of pumps 
Low suction override to control speed of pumps 
Hydraulic model, surge study, and surge controls 
Permits required - PADOT, Site Development 

Kelton-Pennock Booster Station 
(Project Manager - R. A. Stark, Project Engineer - M. J .  Carnish) 
(To Be Placed Into Service Fall 1997) 

Second in-line booster station for 40 miles, 48/42 inch treated water 
transmission system from Oxford Tanks to Village Green Tank Farm. 
To operate in series with Rosedale Booster Station or by itself. 
Increase transmission capacity from 44 to 60 mgd. 
Hydraulic model, surge study, and surge controls at station with air vacuum 
chamber modifications along transmission main and surge relief addition at 
Rosedale Booster Station. 
Three 900 hp, 30 mgd horizontal centrifugal pumps 
Variable speed drives (VFDs) by others. Design criteria and design review 
by Gannett Fleming. 
Acoustical study and noise attenuating design - maximum of 55 dBA at 
property line. 
ArchitecmraIly treated to fit into rural residential setting. 
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Permits required - PADEP, Site Deveiopment, E&S 

Nillendale Booster Station 
(Project Manager - R. A. Stark, Project Engineer - M .  J .  Carnish) 
(Placed Into Service 1992) 

7 mgd booster station with suction off 48/42 inch Oxford Tanks to Village 
Green Tank Farm Treated Water Transmission Main. 
To service Artesian Water Company in Delaware and numerous customers 
along route. 
One 150 hp, 4 mgd; two 125 hp, 3 mgd; and one 40 hp, 1 mgd horizontal 
centrifugal pumps I 
Solid state variable frequency drives (VFDs) to maintain 55 psi delivery 
pressure at State line regardless of flow. 
I f  VFDs control lost, pumps to operate at constant speed with flow rate 
varied by motor-operated modulating butterfly control valves to maintain 
55 psi at State line. 
Emergency generator, 
Colonial brick exterior design to match aesthetic appearance of neighboring 
residences. 
Hydraulic and surge study and surge controls. 
Acoustical shidy and noise attenuating design - maximum of 55 dBA at 
property line. 
Permits required - PADEP, Site Development, E&S 

Tanks: 

10 Mgal Treated Water Storage Tank at Village Green Tank Farm 
(Project Manager - R. A .  Stark, Project Engineer - S. F. Wood) 
(Design Completed, Ready for Bid) 

Part of 90 Mgal treated water storage facility at end of 48/42 inch 
transmission main. 
Prestressed concrete. 
Permits required - PADEP, Site Development, ERrS 
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Client: City of Norfolk 
Department of Utilities 
Division of Water Production 
6040 Waterworks Road 
Norfolk, VA 23502 
Craig C.  Ziesemer, Assistant Director 
(804) 441-5742 

Description: Studies, preliminary design, final design, bid assistance, construction 
administration, and field observation services for the following prqjects: 

Transmission Mains: 

48 Inch Raw Water Transmission Main 
(Project Manager-W. Douglas Ensor - Project Completed 1995) 

! 

1 
1 

59,300 L.F of 48 inch prestressed concrete cylinder pipe. 
Route along existing right-of-way at rear of residential properties and 
highway right-of-way 
Hydraulic study related to existing in-line Simmonsdale Booster Pumping 
Station and its proposed expansion. 
Surge analysis. 
Geotechnical analysis. 
Three (3) river crossings of Elizabeth River: 
P 

c 

Extensive studies for most economical method of crossings. 
Western Branch - 1,000 LF of 48 inch pile-supported subaqueous 
crossing. 
Southern Branch -- 2,200 LF of 48 inch horizontal directional 
drilling. 
Eastern Branch - 1,200 LF each - two (2) 48 inch raw water steel 
mains; 20 inch treated water steel main; and 18 inch gas steel main 
on pile caps above water surface. 

48 inch horizontal directional drilling largest constructed in United States. 
Received seven (7) State and National Awards. 
800 L,F, 84 inch tunnel with liner plate below Northern-Southem Railroad. 
Permit requirements - VDOT, VDH, DEQ (SWCB), U.S. Army COE, 
Norfolk Southern Railroad. 

b 

P 

I 
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Kempsville Road 42 Inch Treated Water Main 
(Project Manager- E. P. Skipper) (To Be Placed Into Service 1998) 

7,000 LF of 42 inch prestressed concrete cylinder pipe. 
Competitive bid ductile iron, steel pipe, and prestressed concrete cylinder 
pipe, 
Wetlands evaluation. 
Geotechnical investigations 
SO mgd metering chamber and related SCADA facilities. 
Tunnel under roadway. 
Permit requirements - VDOT, VDH, VMRC, DEQ (SCWB), 1J.S. Army 
COE. 

Fumping Station: 

Moores Bridges Water Treatment Plant, 78 mgd IJpgrade and Expansion to 
108 mgd 
(Prqject Manager-W. Kirk Corliss - Project to be Completed 1998) 

108 mgd transfer pump station. 
27 mgd 300 hp vertical turbine pumps. 
Variable frequency drives on two of five pumps. 
SCADA system for plant, over 1.50 remote signals, and remote control of 
Simmonsdale Booster Pumping Station. 

Tank: 

Moores Bridges Water Treatment Plant, 78 rngd IJpgrade and Expansion to 
108 mgd 
(Project Manager - W. Kirk Corliss - Placed Into Service 1996) 

8 Mgal steel finished water storage tank on piles. 
4 Mgal steel finished water storage tank on piles. 
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Cliect: 

Description: 

Pennsylvania Gas and Water Company 
(Now owned and operated by Pennsylvania American Water Company) 
20 East Union Street 
Wilkes-Barre, PA 18701 
David R. Kaufman, P.E., Operations Manager 
717-830-6515 

Studies, preliminary design, final design, bid assistance (design-build for three (3) 
projects, general construction and field observation services for the following 
projects: 

Transmission Mains: 

Ceasetown Treated Water Transmission Mains 
(Project Manager - Jeffrey L. Raffensperger) (Placed Into Service 1993) 

16,300 LF of 42 inch ductile iron pipe. 
Cross country. 
Over twenty stream crossings. 
EnVironrIIentdl Impact Statement (EIS). 
Steep slope - 22", 300 feet long with pipe collars. 
Hydraulic studies. 
Permit Requirements - EIS, E&S, PADEP, PADOT 

Plymouth Tunnel Treated Water Transmission Main Replacement 
(Project Manager - Jeffrey L,. Raffensperger) (Placed lnto Service 1993) 

4,560 LF of 42 inch (3,400 LF in tunnel); 850 LF of 48 inch; and 1,220 L,F 
of 36 inch ductile iron pipe. 
Steep slope to tunnel entrance - 19", 770 feet long with pipe collars. 
(Steepest slope 30" for 160 feet). 
Hydraulic analyses. 
Wetlands. 
Permit Requirements - E&S, PADEP. 

Nesbitt Raw Water Transmission Main 
(Project Manager - Robert A .  Stark) (Placed Into Service 1988) 

2,000 LF of 30 inch ductile iron pipe. 
Cross country I 
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Hydraulic analyses. 
Wetlands. 
Permit Requirements - PADEP, E&S. 

Watres Transmission Mains 
(Project Manager .. Jeffrey L. Raffensperger) (Placed Into Service 1993) 

6,700 L,.F. of 24 inch ductile iron pipe raw water transmission main. 
3,100 L.F. of 24 inch and 14,800 L.F. of 16 inch ductile iron pipe treated 
water main. 
Cross country I 

Hydraulic Analyses. 
Stream, road, and railroad crossing. 
Permit Requirements - PADEP, E&S, Railroad, PA Turnpike. 

Scranton Transmission Mains 
(Project Manager - Jeffrey L,. Raffensperger) (Placed Into Service 1990) 

8,200 L.F. of 42 inch and 1,400 L,.F. of 48 inch ductile iron pipe treated 
water main. 
13,050 L.F. of 24 inch ductile iron pipe treated water main relocation for 
PADOT prqject. 
Crass country and roads. 
Hydraulic analyses. 
Environmental issues 
Stream and road crossings. 
Permit Requirements - PADEP, PADOT, E&S. 

]Pumping Stations: 

Scranton Water Treatment Plant 
(Prqject Manager - Jeffrey L. Raffensperger) (Placed Into Service 1990) 

3 - 30 mgd, SO0 H P  Vertical Turbine (V) can raw water pumps. 
Variable frequency drives (VFDs). 
SCADA. 
Chlorination at plant. 

97109 Q 
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Ceasetown Water Treatment Plant 
(Prqject Manager - Jeffrey L,. Raffensperger) (Placed Into Service 1993) 

3 - 14.4 mgd, 125 HP (V) raw water pumps. 
Variable frequency drives (VFDs). 
Surge analyses and control analyses. 
SCADA. 
Chlorination at plant. 

Mill Creek/Gardner - Watres Water Treatment Plant 
(Prqject Manager - Jeffrey L. Raffensperger) (Placed Into Service 1993) 

2 - 4 mgd, 150 HP Horizontal Centrifugal (H) raw water pumps. 
1 - 2.5 mgd, 100 HP (H) raw water pump. 
3 - 2.5 mgd, 200 HP (H) treated water pumps. 
Hydraulic analyses. 
Surge analyses and control facilities. 
SCADA. 
Chlorination at plant. 

Tanks: 

Multiple Projects - All Steel 
(Prqject Manager - Jeffrey L. Raffensperger) (Piaced Into Service 1988-1993) 

Fallbrook - 
Ceasetown - 
Watres - 
Mill Creek - 
Crystal Lake - 
Brownell - 
Scranton - 

Nesbitt 
Survey. 
Geotechnical. 
SCADA. 

0.75 Mgal, 1.0 Mgal. 
5.0 Mgal, 2.9 Mgal. 
0.75 Mgal, 0.75 Mgal. 
1.6 Mgal, 1 .G Mgal. 
1 .O Mgal. 
0.78 Mgal, 0.78 Mgal. 
1.6 Mgal, 2.5 Mgal. 

2.0 Mgal. 
2.5 Mgal, 2.8 Mgal. 

9710') 0 
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Client: City of Bethlehem 
10 East Church Street 
Bethlehem, PA 18018 
Jeffrey A. Andrews 
Superintendent of Water Supply and Treatment 
6 10-865--m90 

Description: Studies, preliminary design, final design bid assistance, construction administration 
and field observation, and start-up services. 

Transmission Mains: 

Raw Water Transmission Main to Water Treatment Plant 
(Project Manager - Robert A. Stark) (Placed into Service 1995) 

23,800 LF of 42-inch steel pipe. 
Route study 
Cross country 
Aerial survey 
I ,  135 L,F of main at I.? O slope with concrete thrust collars 
Wetlands - 75 percent of route 
Archeological concerns 
Haz,ardous materials (lead, zinc) along portions of main 
Stream and highway crossings 
Cathodic protection studies and design. 
Hydraulic modeling 
Surge analysis and control facilities 
Permit requirements - PA DEP, E&S, PA Historical and 
Commission 

Museum 

Treated Water Transmission Main from Water Treatment Plant to City 
Project Manager - James L. Long) (Placed into Service 1995) 

23,800 L,F of 48-inch and 1,500 LF of 54-inch steel pipe 
Route study 
Roadways and cross country 
Geotechnical borings at special crossings 
Aerial survey 
Wetlands 
Stream and highway crossings 

1-10 



Cathodic protection studies and design. 
Hydraulic modeling 
Surge analysis and control facilities 
Permit requirements 

Tunkhannock Raw Water Main 
(Prqject Manager ~ James L. Lmg) (Placed into Service 1968) 

I 1,600 LF of 42-inch and 35,750 L,F of 30-inch steel pipe 
Route study 
Cross country 
810 L,F at 20" slope with concrete thrust collars. (Steepest 400 L,F at 27" 
slope) 
Stream and highway crossings 
Hydraulic modeling 
Special flow control valve designed for high head loss 
Cathodic protection study and design 
Permitting requirements - PA DOT, PADEP 

Water Treatment Plant: 

30 mgd Water Treatment Plant 

Chlorine and ammonia facilities 
SCADA - Distributed Control System (DCS) 
Permit requirements - PADEP 

System SCADA: 

New System SCADA System 
(Prqject Manager - Steven Lowry) (Placed into Service 1995) 

System study and design 
Dual computer control center 
42 remote stations 
2 repeater stations interfaced to microwave line 
Interfaced with plant DCS 

Tanks: 

1-1 1 



Multiple Projects 
(Prqject Manager - James L. L,ong, Project Engineer - Samuel F. Wood) 
(Placed Into Service 1993) 

5-0 Mgal steel .- on piles 
5-0 Mgal steel 
5-0 Mgal steel 



Client: City of Newport News 
Newport News Waterworks 
2600 Washington Avenue, 5th Floor 
Newport News, VA 23607 
Bryan Bradish, P.E., Chief Engineer 
(804) 247-240.5 

Description: Gannett Fleming provided route study, preliminary and final plans and 
specifications, bid assistance, construction administration, resident observation 
services for coristruction of 51,000 L,F of 48-inch raw water main and three 
associated outfalls. This prqject was divided into three phases: 

Harwoods Mill 48-inch Raw Water Supply Main 
(Project Manager-W. Douglas Ensor, Assistant Pmject Manager-Everett Skipper) 
(Placed Into Service 1995) 

23,000 LF of 48-inch raw water transmission main 
Cross county routing 
Tunnel crossing of railroads and state highways 
Extensive archeological and environmental assessments 
Complete cathodic protection system design 
Permit requirements - local conditional usage (York County), VDOT, 
SWCB, VDH, CSX Railroad, local wetlands 

L,ee Hall 48-Inch Raw Water Main 
(Project Manager-W. Dougias Ensor, Assistant Project Manager-Everett Skipper) 
(To Be Placed Into Service Fall 1997) 

26,000 LF of 48-inch raw water transmission main with new outfall for 
Harwoods Mill Reservoir. and aerial crossing of Lee Hall Reservoir 
350-foot tunnel crossing of 1-64 
Routing across Yorktown. VA NavaI Weapons Station 
Pile supported (1,500 L,F) aerial crossing of L,ee Hall Reservoir 
Permit requirements - local conditional use (York County and James City 
County), VDOT, SWCB, US Navy, local wetlands board, CSX Railroad 

97109 V 
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New Little Creek Reservoir Outfall 
(Project Manager-W. Douglas Ensor, Assistant Project Manager-Everett Skipper) 
(Placed Into Service 1994) 

2,000 LF of 48-inch raw water transmission main and new outfall structure 
for Little Creek Reservoir 
Outfall designed for delivery of 40 mgd raw water 
New easementdright-of-way acquisition 
Permits required - Historical/ArchaeoIogical, local conditional use (James 
City County), DOT, SWCB, VDH 
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BLIJEGRASS WATER SUPPLY PR 

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 to 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 2010, Shelbyville will no longer provide water to NSWD and WSWD under contract and 
L.WC desires to protect water service opportunities to these water districts. 

The current water demand in Shelby County cannot justify LWC’s investment in Shelby County at this 
time. The investment in pumping, storage, and pipe upsizing would exceed $1 0 mjllion, 

PROPOSAL 

Contract to provide the following technical components: 

1. 
2. 

3. 
4. 

5 .  

6. 
7. 

8. 

9. 
10. Easements plattedsurveyed and appraised by Ocfober 1998. 

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 from 36-inch to 60-inch (material and construction costs). 
KAWC will pay for 35,400 feet of 36-inch main from the English Station Reservoir to Delivery 
Point. 
Design flow will consist of 23 MGD, (5 fps), a minimum operating pressure of 30 psi, and a 
maximum operating pressure of 175 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. 
L.WC to negotiate with PDWGannett-Fleming for design services to expedite project design and 
coordination. 
The design and final cost estimate will be complete by October 1998. 

May 22, 1998 



1. 

3. 

4. 

2. 

5. 

6. 
7. 

CONTFUCT OPTION 

LWC may upsize the pipeline and extend the delivery point east to Kentucky Highway 55. 
LWC 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. 
L,WC 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 
relocation/design costs. 
KAWC would move the pump station bom the JeffersodShelby County line to the Highway 55 
delivery point. 
Design flow up to 3.5 MGD (8 f p s  in 36”or 5 f p s  in 42”), 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.  Reduces surge risk. 
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. 

Positions pipeline project for hture water sales. 
Provides flexibility on Jefferson County route (to minimize easement and construction costs). 

KAWC ADVANTAGES WITH OPTION: 

1. Reduces operating risk of two pump stations by having three lifts. 
2. Reduces operating cost of lower head pump station. 
3. Reduces pipeline pressures to less than 175 psi (from above 275 psi). 
4. Reduces pressure surge operating risks and associated surge costs. 
5. Reduced pressure class pipe resulting in lower pipeline and pump station costs. 
6. Accessibility to Shelby County pump station for maintenance and chemical deliveries, closer to 

Lexington. 
7 .  Available power to pump station, 480 volt electric substations available at Joyes Station Rd. 
8. Tax exempt financing of additional 40,000 feet of 36-inch pipeline. 
9. Cost sharing for additional capacity to Highway 55. 
10. Additional 12 MGD flow availability at Highway 55 for fbture sales or conditions exceeding 23 

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

2 May 22,1998 



I 

Scenario A ]Scenario 8 
I 

LWC Ownership: English Station to U S  Hwy 55 
KAWC Ownership: US Hwy 55 to Lexington 

LWC Ownership: English Station to JeffersonlShelby Co Line 
KAWC Ownership: JeffersonlSheIby County Line to Lexington 

ILWC Lenoth. 35.400 f t  ILWC Length: 74,700 feet (14.1 miles) (1-64) 
KAWC Length: 237,700 feet (45.0 miles) (1-64) 
Size: 36-inch minimu . , . ._ . - . . . 

Capacity: 23 MGD (up to 40 MGD with main upsizing; 
I 

. - - . . . . 
Pump Stations: 2 (Shelby County and Ky River) IPump Stations: 2 (She 

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

Coleman D. Bush 
Vice President & Treasurer 
(606) 2686324 

, 
>-e 

May28, 1998 

Mr. Robert K. Miller, Vice President of Finance and Treasurer 
Lmisville Water Company 
435 South Third Street 
Louisville, KY 40202 

Dear Bob: 

I feel that we had a very productive meeting last Friday. As you can imagine, at 
Kentucky-American, we have explored the various point of delivery and rate alternatives 
at len,oth. 

We offer the following for your consideration: 

> While many of the details will require significantly more discussion, we understand 
your offer regarding point of delivery to be: For a point of delivery located at or near 
KY 55, L,ouisville Water Company (“LWC”) will build, at its expense, one booster 
station to be located in Jefferson County and one storage tank (size and location to be 
determined). TIUS is acceptable to us for the following consideration. It is estimated 
that these additional facilities will add up to 12 MCJD to the capacity of the project 
facilities. We propose that Kentucky- American Water Company (“K AWC”) be 
a!:oa-ed to reserve one half ofihis additional capacity at no additional cost io KAU’C 

> Regarding the water rate, we are pleased that the permanent ratchet is no longer an 
issue. In previous negotiations, you mentioned the possibility of phasing in the 
reserved capacity amount. We propose that we reserve 3 MCJD in year 1 ; 4 MCJD in 
year 2; 5 MGD in year 3 and 6 MGD in year 4 and thereafter, subject to the dictates 
of actual operation. The 1.5 and 2.0 “excess use” multiples are intriguing but do not 
appear to withstand a cost-based test. Unless the 1.5 and 2.0 “excess use” multiples 
produce a more favorable rate, we propose an “excess use” rate of $1.22 per thousand 
gallons (including the ESA charge) tied to some peak event 111 your system. Above 
that, we propose that the standard wholesale rate (including the ESA charge) apply. 



Page 2 

I will be out of town until June 8. I propose that we set a meeting for that week to try to 
bring these negotiations to a close. If a meeting sometime the week of June 8 is 
acceptable, please contact Herb Miller at 606.268.6339 

Sincerely, 

Coleman Bush 
Vice President and Treasurer 

C: Roy W, Mundy II 
Nick 0. Rowe 
Herbert A. Miller, Jr. 
Linda C. Rridwell 
Mark C. Frost 



apacity eP.ePp4weyears as 

pacity request for the coming 
h&3=T+il*h& 

'e, Rate for First Five Years of Agreement 

I-.- 

. .  w e n t  I %; A Rate- 

The invoice for all water purchased by the Buyer rsgintil the end of 
the agreement shall be comprised of the following,kba%omponents 1) Operating Cost, 
2) Depreciation Cost, and 3 )  Return on Plan Investment These components are defined 

as follows 9ii 
0)  Operating Cost Component 

(Buyer Consumption / Seller Total System Sales) * (Seller operating expenses - 
common to, e t a i l m  costs- customer costs) ,jivlh. 9 j&. 

D x h 
l 

e Depreciation Cost Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller depreciation expenses - 
common totetail masts - customer costs) 

Return on Plant Investment Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller return on plant 
investment - common 

* 

costs - customer costs) 



Should the buyer consuinption exceed the Buyer Reserve Capacity bpL.lesf3kttff;20 
. up oRre-fRipr 

p a x a g q h  2 timesamul t . i p L i i e  



Schedule B 

Bluegrass Water Project Agreement 

\rt- 
Buyer shall notify 
Seller shall 

year of Buyer Reserved Capacity Request. 
system capacity at least every 5 years as 

Rate For First Five Years of Agreement: 

this agreement shall be composed of: 

to Seller's customers; and 

The invoice for Service provided by the Seller during the /remaining five 
years of th is  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 to retail only costs - customer 
costs) 

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



paragraph 3 above for consumption up to t h e  reserved capacity and 
according to paragraph 3 above * 2 for consumption above the reserved 



PLY AGREEMENT, dated as of this day of ? 

LOUISVILLE WATER COMPANY, 
435 South Third Street 
(soon to be 550 South Third Street) 
Louisville, Kentucky 40202 

f 

KENTUCKY-AMERICAN WATER C 
2300 Richmond Road 
Lexington, Kentucky 40502 

w A Seller, a Kentucky corporation all of the stock 
Louisville, is governed by the Board of Water Works pursuant t 
of the Kentucky Revised Statutes, and is statutorily permitted to sell water to customers taking 
services in 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 to Jefferson County and iarge areas 
of Oldham, Shelby, Spencer, and Bullitt Counties, including, among others, wholesale service to 
West Shelby Water District, North Shelby Water District and the City of Taylorsville; 

C. Seller at this time has available reserve treatment and storage capacity sufficient to 
meet Buyer’s needs set forth under this Agreement, 

D. Buyer, a Kentucky corporation, engages in the treatment and distribution of water 
for sale to customers in the counties of Fayette, Bourbon, Clark, Harrison, Jessamine, Scott, and 
Woodford; and 

E. Buyer is desirous of entering into an agreement to provide it an additional, dependable 
source ofwater to meet the present and fbture needs of Buyer’s customers and plans construction of 
an extended pipeline from Central Kentucky to the Point of Delivery, defined below, to provide 
transmission facilities for treated water to be supplied hereunder 

W 1 T N E  S S E T H .  

NOW, THEREFORE, in consideration of the mutual covenants and conditions herein 
contained, the parties hereby agree as follows 



r? 

terms have the meanings indicated below 

water transmission mains, meters, 
and facilities approved by 

be owned by the Seller 

to Buyer's facilities 

upon completion. 

(the "Point of Delivery") will be at a point in Shelby County, Kentucky at or near the intersection of 
Interstate Highway 64 and Kentucky Highway 55.  

& Service: The delivery of treated, 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 6, subsections (a) and (b). 

2 DESIGN OF PROJECT FACILITIES 

,/($ The Project Facilities will be designed by Seller, Buyer retaining the right to 
approve the selection by Seller of any outside professional 
design, such approval not to be unreasonably withheld 

0 (b) Buyer will have the e scope ofthe design, subject to Seller's 
m a 36 inch main 

o assist Seller in providing water service 
right to upsize the Project Facilities' trans 
$to a large 
to existing and fbtu 

g and design and to be invoiced 
y subsequent change in the design 

ruction of the Project Facilities 
pproval shall not be unreasonably withheld. 

lly completed in a form and 
blic Service Commission for 
f cornpletion for such design 

which, individually o 
shall be subject to Buyer's prior writt 

(e) Also, on or before October 21, 1998 Seller will provide Buyer with its 
estimated cost of the Project Facilities (not including upsizing costs), including costs 

shall not be later than October 2 1, 1998, time being of the essence 

construction and easement acquisition 
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EASEMENT ACOUISITION Upon receipt by the Seller of Buyer's written 

k 
Seller will initiate an effort to acquire pipeline and any other easements and property pb$-'f& ' 

needed in the construction and installation of the Project Facilities, keeping Buyer advlsed as to its $ @3 

progress and as to any obstacles encountered in such procurement Buyer agrees to reimburse Seller 
and internal staff work 

costs with respect o such easement work periodically as invoice 

4 C STRUCTION OF PROJECT FACILITIES 

\p for its out of pocket expenses (legai, appraisal, agent negotiation 

<rntxmubfb W$ 

the Project Facilities a t  Buyer's expense (except for 
thereof, Seller may avail itself of the services of an outside 

by Buyer, and will be responsible for the letting of the 
onstruction contract(s) for competitive bidding, Buyer reserving the right to veto any bid or bidder 

(b) Completion of construction of the Project Facilities and Service at the 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"), time being of the essence 

(c) Delays in construction will cause extension of the Construction Completion 
Date provided such delays are the result of sudden and unexpected adverse weather conditions, labor 
unrest, natural disasters, easemen acquisition obstacles or other circumstances beyond Seller's 
control i AdJ'L byyt) 

5 .  REIMBURSEmNT TO SELLER FOR PROJECT FACILITIES COSTS 

(a) Buyer agrees to reimburse Seller for all costs incurred by Seller with respect 
Such reimbursement will take one wsww-of the to the construction of the Project Facilities 

following forms: . I  

$M &By reimbursing Seller for its casts, including debt service, as incurred 
in its issuance of tax-free, municipal bonds, the proceeds of which are to be used to reimburse Seller 
for the cost of construction, it being understood that the contemplated bonds will be sold on a 
competitive bid basis(and the bid will not be awarded until Buyer has approved same) which 
approval, when given, will include approval and issuance c07,ts relating thereto, 
or \' tamqeneenr\ent h". 

S 9 2 ~  M-b'Failing the tivet, by issuance by Seller of 
conventional debt instruments to recoup its indicated costs, Buyer agreeing to provide all of the debt 
service issuance other cost relating to such financing 

3 



(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 this Section and 
Section 8 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 to remit to the holders of the debt instruments being prepaid and any redemption expenses 

with readily available fbnds in time to meet 
ty on the delinquent amount to be added to 
th such payment and penalties thereto are 

(c) Failure of Buyer t 
any debt payment requirements will res 
such delinquent payment for each mont 
delinquent. 

Condition. Buyer will pay Seller for Service at the Point ofDelivery, provided 

minimum state and federal drinking water standards in effect at the time of delivery 

Rate of Flow and Pressure Seller shall construct the Project Facilities to 
Buyer at the Point of Delivery with a maximum flow rate of 16,000 gallons per 

pressure of not less than thirty (30) pounds per square inch (30 psi) 

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

the water to a quality rate of flow and pressure as required in this Section Time is of the essence 
for reasons beyond Seller's control, Seller shall use its best efforts to restore 

in all situations where such a failure and Eestoration exist 

7. METERING 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 test such metering 
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 tests more often 
than every six months, but at its own expense. A meter registering within the warranty limits 
specified by the manufacturer thereof 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 jn 
accordance with the percentage of inaccuracy found by such test If any meter fails to register for 
any period the amount of water hrnished during such period shall be deemed to be the amount of 
water delivered in the corresponding period immediately prior to the failure, unless Seller and Buyer 
shall agree otherwise An appropriate official of the Buyer shall have access to the meter at 
reasonable times for the purpose of inspecting and reading such metering facilities 

4 



8 RATES AND PAM\.IENT: 

(a)% Buyer shall pay Seller for the Service as determined by the I ates and ten 
forth in Schedulexattached hereto and incorporated herein, Buyer agreeing to consent to and 
objections to any and all rate adjustment filings made by Seller with the K e n t m c S e r v i c e  \ -  
Comtnission or elsewhere so long as such constitutes rate 
Schedule A of this Agreement 

(b) Seller shall invoice Buyer monthly, an 
for each invoice no later than the 20 calendar days followiri 
to make timely payments will cause a penalty of five percen 
each invoice remaining u n p a i d . ( p d  &hcJ \ sst 

9 SERVICE TO OTHERS Seller warra 
others prior to the Point of Delivery provided through o 
with its service or diminish its obligations to the Buyer under this Agreement 

10. RESERVATION OF SELLER'S CAP 
this Agreement, to reserve water treatment capac 
Agreement to  treat and de 

11  ADDITIO 
expansion or enlargeme 
transmission and storage facilities to the extent that the expansion 01 enlargement relates to the 
provision of Service under this Agreement, it will noti@ 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. 
CONTROL. 
are beyond S 

LIMITATION OF SERVICE TO BUYER FOR REASONS BEYOND SELLER'S Lfl 
Buyer acknowledges that unexpected supply or treatment problems may occur which 

,eller's control In the event such unexpected problems limit or prevent SeUer's ability 
to deliver Service to  the Point of Delivery, and such problems linlit or prevent the delivery to any 
of 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 other customers, excluding medical facilities. 
Seller will use its best efforts to  restore fill Service to Buyer as promptly and completely as possible 

13  NOTICE: Buyer will timely notifl Seller of any emergency or condition, which 
would adversely affect the quality, quantity or pressure of the water in Seller's system and, likewise, 
Seller will timely notify Buyer of any emergency or condition, which would adversely affect the 
quality, quantity or pressure of the water at the Point of Delivery 

14 TERM AND EXTENSIONS The tenn ofthis Agreement shall begin on the date this 
Agreement is  executed by both parties hereto and shall terminate on December 3 1, 2 0 3 .  

5 



BUYERS REPRESENTATIOEAND WARRANTIES. 

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

(b) Buyer shall be responsible for the maintenance ofwater 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 

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

SELLER'S REPRESENTATIONS ANTI WARRANTIES: 

(b) Seller will provide Service to  Buyer at the Point of Delivery that meets or 
exceeds applicable water quality standards of all local, state and federal regulatory agencies having 
jurisdiction over the service as such standards may change from time to time and the requirements 
of Section 6 of this Agreement, subject to interruptions beyond its control. 

17 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. 

Seller's breach of any of the Representations and Warranties in this 
Agreement as deter a Court of Law in the Commonwealth of Kentucky. 

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

(1) Repeated failure ofBuyer to pay its invoices for water service on a 
timely basis. 

6 



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

Revocation of Seller's authority to do business. 

Buyer's breach of any of the Representations or Warranties in this 
Agreement as deter Court of Law in the Commonwealth ofKentucky. 

18 hGSCELLANEOUS PmVISIONS 

(a) This Agreement is subject to the approval of the Kentucky Public Service 
Commission (''PSCI') arid 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 Provided, however, failure to obtain such an Order shall not relieve Buyer of its duties 
hereunder to reimburse Seller for indicated costs. desiy eusts L------- 

(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 ofthe parties hereto. 

(d) 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 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 from 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. 

(g) This Agreement may be amended at any time by mutua1 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 hrnish Seller with a duly executed "Resale 
Certificate" or such other documentation as the parties deem appropriate. 

IN WlTNESS WHEREOF, the parties have set forth their hand the day and year first above 
written 

BUYER, SELLER: 

Kentucky-American Water Company Louisville Water Company 

Title _- Title. 

Date: . Date: - 

Attest: Attest: - -.- 

UTI L32075:015jrc 
P:\USERS\O 1 5U.WCUCYAMEWAT.AG2 
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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 $ 

I O  $ 
11 $ 
12 $ 
13 $ 
14 $ 
15 $ 
16 $ 
17 $ 
18 $ 
19 $ 
20 $ 

Beg inning 
Balance 

1,000,000 $ 
972,815 $ 
944,000 $ 
913,455 $ 
881,078 $ 

810,379 $ 
771,817 $ 
730,942 $ 
687,614 $ 

593,002 $ 
541,398 !$ 
486,697 $ 
428,715 $ 
367,253 $ 
302,104 $ 
233,045 $ 

82,249 $ 

846,758 $ 

641,686 $ 

159,843 $ 

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 $ 
22,035 $ 
18,126 $ 
13,983 $ 
9,592 $ 
4,935 $ 

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 
8 10,379 
771,817 
730,942 
687,614 
641 ,fi86 
593,002 
54 1,398 
4 86,697 
428,715 
367,253 
302,104 
233,045 
159,843 
82,249 

(0) 



' j  

Average 
Kentucky American Water  Use (mgd): 

Day by Month: 
Jan. 
Feb. 
March 
April 

June 
. July 

Aug. 
Sept. 
Oct. 
Nov. 
Dec. 

May 

Reserved A mount  by Month: 

Avg Day for Year (mg, 3 00 

Maximum Day Demand (mgd): Planned or Reserved 

Kentucky American Meter Equivalents: 

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

Annual Sales + KAWC Sales 104.37 102 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 Wholesaie Cornmodity Rate 
Current Elevated Service Area Rate: 
Current Year Customer Charge: 

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

LWC System Developnient Ch:wge per Meter Equivalent 

LWC Return on Investment: 



Error 
An error occurred while processing this page. See the system log for more details. 



KAWC RATE OPTIONS 

Commodity Rate 
Elevated Service Area Surcharge 
Total Annual Commodity Charge 

Customer Charge 

Total A M U ~  Water Bill 

$48,300 @SJ.5/Metcr Equivalent per month 

$1,526,550 or S I 39 per 1.000 

Extension of System Capital Contribution $ I I,000.000 

System Development Charge $ Y 05, 000 

Total Initial Capital Outlay 

Assumptions: 
Wholesale rate = $ 1 . 1  6/1,000 gals 
KAWC Usage 3 MGD (annual average) 
KAWC has 11 50 Equivalent Meter Units 

$1 1,805,000 

Operating Cost Component $4X2.10.3 

Return on Plant Investment Component 
Depreciation Cost Component 136,4 17 

5 1 1.654 
Total Annual Commodity Charge $ 1 , I 3 0,174 

-- 

Customer Charge 

Total Anniial Water Bill 

$4 8,3 00 

$1,178,474 or $1 .OS /1,000 gals 

Assumptions: 
KAWC IJsage 3 MGD (annual average) 
LWC System Capacity 240 MGD 
KAWC Reserved Capacity Request 6 MGD 



3ills and Bill Impacts 

.- tern 
rota1 Allocated Costs 

Mimated Monthly Bills 
Jan. 
Feb 
March 
April 

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

May 

2u wexi t R s  t e: 
$ 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 
S 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 76Oh 
-22 84% 
-22 76% 
-22 84% 
-22 76% 
-22 



To Greg Heitzman 

From: Karen Willis 

May28, 1998 

RE: Ky-American - Schedule €3 

Attached please find a revised copy of Schedule B as I have interpreted Bob’s original. In 
addition, I have attached a sample bill calculation showing how the daily rate can change based on 
various daily consumption scenarios (ie. under the minimum 2.0, at the Buyer Request Capacity, 
above the Buyer Request Capacity by less than 20% and above the Buyer Request Capacity by 
more than the 20%). I revamped the “after five year” rate calculation description on Schedule B 
in an attempt to make it clearer, and then attached the sample calculation that Bob had developed 
previously. The sample calculation definitely needs a title on it, but you may think it needs more 
than that. 

I have not forwarded this information to Joe yet. I would like to have you review first and 
provide comments, then we can send Joe the revised copy. 

I am attempting to set up  the June 5h meeting I have been unable to get a hold of Nick Rowe as 
of this afternoon. I will try either him or Linda on Friday. 



SCHED'IJLE I3 
BLIJEGRASS WATER PROJECT AGREER'fENT 

1 .  The Seller shall establish, in writing every five years, the Seller System as determined by 
a consulting engineer of national reknown. 

Buyer shall notify Seller, in writing, the Buyer Reserve Capacity request for the coming 
year by July 1' of the previous year. Annually, the Seller may reserve a minimum of six 
(6)  million gallons per day (MGD), and up to a maximum of 23 MGD capacity to the 
Buyer. The Seller has up to 12 months to make the necessary improvements to provide 
the new Buyer Reserve Capacity request. 

Should the Seller be approached to sell any capacity from the Project Facilities to anyone 
other than the Buyer, that would limit the Seller's ability to provide the Buyer Reserve 
Capacity, the Buyer has up to six (6) months from the time of notification from the Seller 
to respond to the Seller with a new Buyer Reserve Capacity. 

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 Cost, 3) 
Return on Plant Investment, and 4) Actual assignable operating costs. These components 
are defined as follows: 

Operating Cost Component 
Puyer  Consumption / Seller Total System Sales) * (SeJler operating expenses - 
common to only retail costs - customer costs) 

8 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) 

e Assignable Operating Costs 
Actual operating expenses assignable to the Buyer including, but not limited to, 
metering, billing, collection and Buyer specific assets. 



3 .  Minimum Consumption and Peaking Factor 

Buyer consumption for each day shall be determined by the metered usage from midnight 
until midnight. Minimum Buyer consumption will be 2.0 MGD. If Buyer consumption 
is unusually high due to unforeseeable and uncantrollable 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 uncontrollable circumstances, then the Seller will consider, at its own 
discretion without setting precedent, waiving the daily minimum required as described 
above for the affected period. 

Should the Buyer consumption remain below the Buyer Reserve Capacity for each day, 
the rate per 1,000 gallons shall be according to paragraph 2 above. 

Should the buyer consumption exceed the Buyer Reserve for any given day, the rate shall 
be as identified in paragraph 2 up ta the Buyer Reserve Capacity, and any additional 
consumption shall be at the current LWC wholesale rate plus elevated service charge 
($1.35/1,000 gallons - 1998). 



SCHEDIJLE 13 
BLUEGRASS WATER PROJECT AGREEMENT 

1. The Seller shall establish, in writing every five years, the Seller System as determined by 
a consulting engineer of national reknown. 

Buyer shall notify Seller, in writing, the Buyer Reserve Capacity request for the coming 
year by July 16’ of the previous year. Annually, the Seller may reserve a minimum of six 
(6) million gallons per day (MGD), and up to a maximum of 23 MGD capacity to the 
Buyer. The Seller has up to 12 months to make the necessary improvements to provide 
the new Buyer Reserve Capacity request. 

Should the Seller be approached to sell any capacity from the Project Facilities to anyone 
other than the Buyer, that would limit the SeIler’s ability to provide the Buyer Reserve 
Capacity, the Buyer has up to six (6) months from the time of notification from the Seller 
to respond to the Seller with a new Buyer Reserve Capacity. 

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 Cost, 3) 
Return on Plant Investment, and 4) Actual assignable operating costs. These components 
are defined as follows: 

* Operating Cost Component 
(Buyer Consumption / Seller Total System Sales) * (Seller operating expenses - 
common to only retail costs -I customer costs) 

a Depreciation Cost Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller depreciation expenses - 
common to only retail costs - customer costs) 

e Return on Plant Investment Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller return on plant 
investment - common to onIy retail costs - customer costs) 

0 Assignable Operating Costs 
Actual operating expenses assignable to the Buyer including, but not limited to, 
metering, billing, collection and Buyer specific assets. 



3. Minimum Consumption and Peaking Factor 

Buyer consumption for each day shall be determined by the metered usage from midnight 
until midnight. Minimum Buyer consumption will be 2.0 MGD. If Buyer consumption 
is unusually high due to Unforeseeable and iincontrollabIe 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 cansumption is low due to 
unforeseeable and uncontrollable circumstances, then the Seller will consider, at its own 
discretion without setting precedent, waiving the daily minimum required as described 
above for the affected period. 

Should the Buyer consumption remain below the Buyer Reserve Capacity for each day, 
the rate per 1,000 gallons shall be according to paragraph 2 above. 

Should the buyer consumption exceed the Buyer Reserve for any given day, the rate shall 
be as identified in paragraph 2 up to the Buyer Reserve Capacity, and any additional 
consumption shall be at the current LWC wholesale rate plus elevated service charge 
($1.35/1,000 gallons - 1998). 



SCHEDULE B 
BLUEGRASS WATER PROSECT AGREEMENT 

1 .  The Seller shall establish, in writing every five years, the Seller System as determined by 
a consulting engineer of national reknown. 

Buyer shall notify Seller, in writing, the Buyer Reserve Capacity request for the coming 
year by July 1"' of the previous year, Annually, the Seller may reserve a minimum of six 
(6) million gallons per day (MGD), and up to a maximum of 23 MGD capacity to the 
Buyer. The Seller has up to 12 months to make the necessary improvements to provide 
the new Buyer Reserve Capacity request. 

Should the Seller be approached to sell any capacity from the Project Facilities to anyone 
other than the Buyer, that would limit the Seller's ability to provide the Buyer Reserve 
Capacity, the Buyer has up to six (6) months from the time of notification from the Seller 
to respond to the Seller with a new Buyer Reserve Capacity. 

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 Cost, 3 )  
Return on Plant Investment, and 4) Actual assignable operating costs. These components 
are defined as follows. 

* Operating Cost Component 
(Buyer Consumption / Seller Total System Sales) * (Seller operating expenses - 
common to only retail costs - customer costs) 

* Depreciation Cost Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller depreciation expenses - 
common to only retail costs - customer costs) 

* Return on Plant Investment Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller retiirn on plant 
investment - common to only retail costs - cristomer costs) 

* Assignable Operating Costs 
Actual operating expenses assignable to the Buyer including, but not limited to, 
metering, billing, collection and Buyer specific assets. 



3. Minimurn Consumption and Peaking Factor 

Buyer consumption for each day shall be determined by the metered usage from midnight 
until midnight. Minimum Buyer consumption will be 2.0 MGD. I f  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 uncontrollable circumstances, then the Seller will consider, at its own 
discretion without setting precedent, waiving the daily minimum required as described 
above for the affected period. 

Should the Buyer consumption remain below the Buyer Reserve Capacity for each day, 
the rate per 1,000 gallons shall be according to paragraph 2 above. 

Should the buyer consumption exceed the Buyer Reserve for any given day, the rate shall 
be as identified in paragraph 2 up to the Buyer Reserve Capacity, and any additional 
consumption shall be at the current LWC wholesale rate plus elevated service charge 
($1.35/1,000 gallons .- 1998). 



SCHEDULE R 
BLUEGRASS WATER PROJECT AGREEMENT 

1 .  The Seller shall establish, in writing every five years, the Seller System as determined by 
a consulting engineer of national reknown. 

Buyer shall notify Seller, in writing, the Buyer Reserve Capacity request for the coming 
year by July of the previous year. Annually, the Seller may reserve a minimum of six 
(6) million gallons per day (MGD), and up to a maximum of 23 MGD capacity to the 
Buyer. The Seller has up to 12 months to make the necessary improvements to provide 
the new Buyer Reserve Capacity request. 

Should the Seller be approached to sell any capacity from the Project Facilities to anyone 
other than the Buyer, that would limit the Seller’s ability to provide the Buyer Reserve 
Capacity, the Buyer has up to six (6) months from the time of notification from the Seller 
to respond to the Seller with a new Buyer Reserve Capacity. 

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 Cost, 3 )  
Return on Plant Investment, and 4) Actual assignable operating costs. These components 
are defined as follows: 

Operating Cost Component 
Puyer  Consumption / Seller Total System Sales) * (Seller operating expenses - 
common to only retail costs .- customer costs) 

e Depreciation Cast Component 
(13uyer Reserved Capacity / Seller System Capacity) * (Seller depreciation expenses - 
common to only retail costs - customer costs) 

0 Return on Plant Jnvestment Component 
(Ruyer Reserved Capacity / Seller System Capacity) * (Seller return on plant 
investment - common to only retail costs - customer costs) 

* Assignable Operating Costs 
Actual operating expenses assignable to the Buyer including, but not limited to, 
metering, billing, collection and Buyer specific assets. 



3. Minimum Consumption and Peaking Factor 

Buyer consumption for each day shall be determined by the metered usage from midnight 
until midnight. Minimum Buyer consumption will be 2.0 MGD. If Buyer consumption 
is unusually high due to unforeseeable and uncontrolJable 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 uncontrollable circumstances, then the Seller will cansider, at its own 
discretion without setting precedent, waiving the daily minimum required as described 
above for the affected period. 

Should the Buyer consumption remain below the Buyer Reserve Capacity for each day, 
the rate per 1,000 gallons shall be according to paragraph 2 above. 

Should the buyer consumption exceed the Buyer Reserve for any given day, the rate shall 
be as identified in paragraph 2 up to the Buyer Reserve Capacity, and any additional 
consumption shall be at the current LWC wholesale rate plus elevated service charge 
($1.35/1,000 gallons - 1998). 



SCHEDXJLE B 
BLUEGRASS WATER PROJECT AGREEMENT 

1. The Seller shall establish, in writing every five years, the Seller System as determined by 
a consulting engineer of national reknown. 

Buyer shall notify Seller, in writing, the Buyer Reserve Capacity request for the coming 
year by July 15’ of the previous year. Annually, the Seller may reserve a minimum of six 
(6) million gallons per day (MGD), and up to a maximum of 23 MGI) capacity to the 
Buyer. The Seller has up to 12 months to make the necessary improvements to provide 
the new Buyer Reserve Capacity request. 

Should the Seller be approached to sell any capacity from the Project Facilities to anyone 
other than the Buyer, that would limit the Seller’s ability to pravide the Buyer Reserve 
Capacity, the Buyer has up to six (6) months from the time of notification from the Seller 
to respond to the Seller with a new Buyer Reserve Capacity. 

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 Cost, 3 )  
Return on Plant Investment, and 4) Actual assignable operating costs. These components 
are defined as folfows: 

e Operating Cost Component 
(Buyer Consumption / Seller Total System Sales) * (Seller operating expenses - 
common to onIy retail costs - customer costs) 

0 Depreciation Cost Component 
Puyer  Reserved Capacity / Selfer System Capacity) * (Seller depreciation expenses - 
common to only retail costs - customer costs) 

8 Return on Plant Investment Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller return on plant 
investment - common to only retail costs - customer costs) 

Assignable Operating Costs 
Actual operating expenses assignable to the Buyer including, but not limited to, 
metering, billing, coIIection and Buyer specific assets. 

, 



3. Minimum Consumption and Peaking Factor 

Buyer consumption for each day shall be determined by the metered usage from midnight 
until midnight. Minimum Buyer consumption will be 2.0 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 uncontrollable circumstances, then the Seller will consider, at its own 
discretion without setting precedent, waiving the daily minimum required as described 
above for the affected period. 

Should the Buyer consumption remain below the Buyer Reserve Capacity for each day, 
the rate per 1,000 gallons shall be according ta paragraph 2 above. 

Should the buyer consumption exceed the Buyer Reserve for any given day, the rate shall 
be as identified in paragraph 2 up to the Buyer Reserve Capacity, and any additional 
consumption shall be at the current L,WC wholesale rate plus elevated service charge 
($1.35/1,000 gallons - 1998). 
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SCBEDULE B 
BLUEGRASS WATER PROJECT AGWXRIENT 

1. The Seller shall establish, in writing every five years, the Seller System as determined by 
a consulting engineer of national reknown. 

Buyer shall notify Seller, in writing, the Buyer Reserve Capacity request for the coming 
year by July 16' of the previous year. Annually, the Seller may reserve a minimum of six 
(6) million gallons per day (MGD), and up to a maximum of 23 MGD capacity to the 
Buyer. The Seller has up to I2 months to make the necessary improvements to provide 
the new Buyer Reserve Capacity request. 

Should the Seller be approached to sell any capacity from the Project Facilities to anyone 
other than the Buyer, that would limit the Seller's ability to provide the Buyer Reserve 
Capacity, the Buyer has up to six (6) months from the time of notification from the Seller 
to respond to the Seller with a new Buyer Reserve Capacity. 

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 fallowing components: 1) Operating Cost, 2) Depreciation Cost, 3) 
Return on Plant Investment, and 4) Actual assignable operating costs. These components 
are defined as follows: 

* Operating Cost Component 
(Buyer Consumption / Seller Total System Sales) * (Seller operating expenses - 
common to only retail costs - customer costs) 

Depreciation Cost Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller depreciation expenses - 
common to only retail costs - customer costs) 

0 Return on Plant Investment Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller return on plant 
investment - common to only retail costs - customer costs) 

e Assignable Operating Costs 
Actual operating expenses assignable to the Buyer including, but not limited to, 
metering, billing, collection and Buyer specific assets. 



3 .  Minimum Consumption and Peaking Factor 

Buyer consumption for each day shall be determined by the metered usage from midnight 
until midnight. Minimum Buyer consumption will be 2.0 MGD. If Buyer consumption 
is unusually high due to unforeseeable and uncontrollable circumstances, then the Seller 
will consider, at its awn discretion without setting precedent, waiving the additional 
charges as described below for the affected period. If buyer consumption is low due to 
unforeseeable and uncontrollable circumstances, then the Seller will consider, at its own 
discretion without setting precedent, waiving the daily minimum required as described 
above far the affected period. 

Should the Buyer consumption remain below the Buyer Reserve Capacity for each day, 
the rate per 1,000 gallons shall be according to paragraph 2 above. 

Should the buyer consumption exceed the Buyer Reserve for any given day, the rate shall 
be as identified in paragraph 2 up to the Buyer Reserve Capacity, and any additional 
consumption shall be at the current LWC wholesale rate plus elevated service charge 
($1.35/1,000 gallons - 1998). 



SCHEDUL,E R 
BLUEGRASS WATER PROJECT AGREEMENT 

1. The Seller shall establish, in writing every five years, the Seller System as determined by 
a consulting engineer of national reknown. 

Buyer shall notify Seller, in writing, the Buyer Reserve Capacity request for the coming 
year by July 1’ of the previous year. Annually, the Seller may reserve a minimum of six 
(6) million gallons per day (MGD), and up to a maximum of 23 MGD capacity to the 
Buyer. The Seller has up to 32 months to make the necessary improvements to provide 
the new Buyer Reserve Capacity request. 

Should the Seller be approached to sell any capacity from the Project Facilities to anyone 
other than the Buyer, that would limit the Seller’s ability to provide the Buyer Reserve 
Capacity, the Buyer has up  to six (6) months from the time of notification from the Seller 
to respond to the Seller with a new Buyer Reserve Capacity. 

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 Cost, 3) 
Return on Plant Investment, and 4) Actual assignable aperating costs. These components 
are defined as follows: 

B Operating Cost Component 
(Buyer Consumption / Seller Total System Sales) * (Seller aperating expenses - 
common to only retail costs - customer costs) 

0 Depreciation Cost Camponent 
(Buyer Reserved Capacity I Seller System Capacity) * (Seller depreciation expenses - 
common to only retail costs - customer costs) 

e Return on Plant Investment Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller return on plant 
investment - common to  only retail costs - customer costs) 

e Assignable Operating Costs 
Actual operating expenses assignable to the Buyer including, but not limited to, 
metering, billing, collection and Buyer specific assets. 



3.  Minimum Consumption and Peaking Factor 

Buyer consumption for each day shall be determined by the metered usage from midnight 
until midnight. Minimum Buyer consumption will be 2.0 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 uncontrollable circumstances, then the Seller will consider, at its own 
discretion without setting precedent, waiving the daily minimum required as described 
above for the affected period. 

Should the Buyer consumption remain below the Buyer Reserve Capacity for each day, 
the rate per 1,000 gallons shall be according to paragraph 2 above. 

Should the buyer consumption exceed the Buyer Reserve for any given day, the rate shall 
be as identified in paragraph 2 up to the Buyer Reserve Capacity, and any additional 
consumption shall be at the current LWC wholesale rate plus elevated servjce charge 
($1.35/1,000 gallons - 1998). 

i 

b' 



SCHEDULE B 
BLUEGRASS WATER PROJECT AGREERIENT 

I .  The Seller shail establish, in writing every five years, the Seller System as determined by 
a consulting engineer of national reknown. 

Buyer shall notify Seller, in writing, the Buyer Reserve Capacity request for the coming 
year by July 1" of the previous year. Annually, the Seller may reserve a minimum of six 
(6)  million gallons per day (MGD), and UP to a maximum of 23 MGD capacity to the 
Buyer. The Seller has up to 12 months to make the necessary improvements to provide 
the new Buyer Reserve Capacity request. 

Should the Seller be approached to sell any capacity from the Project Facilities to anyone 
other than the Buyer, that would limit the Seller's ability to provide the Buyer Reserve 
Capacity, the Buyer has up  to six (6) months from the time of notification from the Seller 
to respond to the Seller with a new Buyer Reserve Capacity. 

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 Cost, 3) 
Return on Plant Investment, and 4) Actual assignable operating costs. These components 
are defined as follows: 

* Operating Cost Component 
(Buyer Consumption / Seller Total System Sales) * (Seller operating expenses - 
common to only retail costs - customer costs) 

e 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 anly retail costs - customer costs) 

0 Assignable Operating Costs 
Actual operating expenses assignable to the Buyer including, but not limited to, 
metering, billing, collection and Buyer specific assets. 



E 

3 .  Minimum Consumption and Peaking Factor 

Buyer consumption for each day shall be determined by the metered usage from midnight 
until midnight. Minimum Buyer consumption will be 2.0 MGD. If Buyer consumptjon 
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 uncontrollable circumstances, then the SeIler will consider, at its own 
discretion without setting precedent, waiving the daily minimum required as described 
above for the affected period. 

Should the Buyer consumption remain below the Buyer Reserve Capacity for each day, 
the rate per 1,000 gallons shall be according to paragraph 2 above. 

Should the buyer consumption exceed the Buyer Reserve for any given day, the rate shall 
be as identified in paragraph 2 up to the Buyer Reserve Capacity, and any additional 
consumption shall be at the current LWC wholesale rate plus elevated service charge 
($1.35/1,000 gallons - 1998). 



SCHEDULE B 

!\ a consulting engineer of national reknown. 

Buyer shall notify Seller, in writing, the Buyer Reserve Capacity request for the coming 
year by July Is of the previous year Annually, the Seller may reserve a minimum of six 
(6) million gallons per day (MGD), and up to a maximum of 23 MGD capacity to the 
Buyer. The Seller has up to 12 months to make the necessary improvements to provide 
the new Buyer Reserve Capacity request. 

Should the Seller be approached to sell any capacity from the Project Facilities to anyone 
u er that would limit the Seller’s ability to provide the Buyer Reserve %i$44- s up to six (6) months from the time of notification from the Seller 

the Seller with a new Buyer Reserve Capacit 

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 Cost, 3) 
Return on Plant Investment, and 4) A & x h w g m m  costs. These components 
are defined as follows: L v 5 s b m w  

e Operating Cost Component 
(Buyer Consumption / Seller Total System Sales) * (Seller operating expenses - 
common to only retail costs - customer costs) 

e Depreciation Cost Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller depreciation expenses - 
common to only retail costs - customer costs) 

e Return on Plant Investment Component 
Puyer  Reserved Capacity / Seller System Capacity) * (Seller return on plant 
investment - common to only retail costs - customer costs) 

L v5bNIc.4 D *  g Costs 
Actual -qxm&ng expenses assignable to the Buyer including, but not limited to, 
metering, billing, collection and Buyer specific assets 
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3. Minimum Consumption and Peaking Factor 

Buyer consumption for each day shall be determined by the metered usage from midnight 
until midnight. Minimum Buyer consumption will be 2 0 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 uncontrollable Circumstances, then the Seller will consider, at its own 
discretion without setting precedent, waiving the daily minimum required as described 
above for the affected period. 

Should the Buyer consumption remain below the Buyer Reserve Capacity for each day, 
the rate per 1,000 gallons shall be according to paragraph 2 above. 

Should the buyer consumption exceed the Buyer Reserve for any given day, the rate shall 
be as identified in paragraph 2 up to the Buyer Reserve Capacity, and any additional 
consumption shall be at the current LWC wholesale rate plus elevated service charge 
($1.35/1,000 gallons - 1998) 



Printed by Karen  W i l 1 i . s  / THRD 4 / 0 2 / 9 8  9:  17am 

Confirm receipt 
To: Greg Heitzman / THRD4 
Subjec t :  Ky-American Consu l t an t  * ---------------._-------------~---------- 
---NOTE=------------------------------- --- -I-___-___---____-__----------- 

CC: Jim B r a m m e l l  / THRD 

J u s t  r ece ived  n o t i c e  from American 
Water Works t h a t  t h e y  have selected 
Gannet t  Fleming/PDR p r e l i m i n a r i l y  a s  
t h e i r  c o n s u l t a n t  f o r  t h e  p i p e l i n e  
p r o j e c t .  They are st i l l  conduct ing 
t h e i r  rev iews  b u t  have au tho r i zed  
Gannet t  Fleming tu move ahead with 
a e r i a l  survey  and a p p r o p r i a t e  ground 
c o n t r o l  for  t h e  p i p e l i n e  route .  They 
a n t i c i p a t e  complet ing t h e i r  e v a l u a t i o n  
by 4/13. 

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

Page: 1 



Printed by Joan Malone / THRD4 2/06/98 12: lOpm 

X had a conversation today with Roy Mundy concerning Kentucky-American’s 
work to complete their certificate of need case for 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 conaensus 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. 

Page: 1 



7-0: John Huber 
Louiwilie Wafer Co 

Phone 

x Phone 502-569-3691 

I cc: 

Roy W. Mundy I! 
K€PlTUCKY-AMERiCAitd 
WATER COMPANY 

2300 Richmond Road 

Lexhgfon, KY 412502 

Phone 606-268-6320 
one 606-268-6327 

Any probtgms with receiving this fax - 
please contact Bat Ballard at 288-6326 

FWS: ZT] Urgeni 0 Foryourreview 

Please distribute copies to Bob Wliiler and Greg Weitzman. 

Pat Ballad 

Reply ASAP Please CGrnment 



c 
23W Richmond Rosd Lexington, Kentiky 4U50Z 

(6Gfj) 2686320 Fax (606) 268-6327 

Roy W. Ivlundy I I  
President 

May 11, I998 

Mr. John Huber, Resident 
Louisville Water Company 
435 Sou& 'Third Street 
Louisville. Kentucky 40202 

Dear John; 

I wouid like to express my appreciation for the time and dedication ahat you and your staff have 
put into devdoping our contract to this pobt and for your conhued willingness to discuss the 
various issues. 

CoIeman, Linda and Mark ccnmted'Greg on Thursday, May 7,1998 to clanfl some of the 
issues that we discussed OR 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, tlie needs of our customers. Our customers require an 
additional some of quality water at a fair cost. As you how,  before our contract is fundized, 
'the Public Service Commission must approve it. Ow diligence would not vary regardless, but 
we have approached the negotiations with the regulatory process, nnd its attrtudmt scrutiny, h 
mind. 

At our meting on Tuesday, we talked at length about the issue of developing a defiasiiile 
rcserVe capacity number. Greg suggested that we approach this issue by mauriog variom 
'scenarios regarding ~ i e  frequency, severity ZUKI tirue of 8 drought went,  his information is to 
be supplied to Ehb so that he can rn the various reserve capacity and peak event scenarios 
through his rate model. Through OUT discussion with Greg. Linda gained a f i i i  und~rstanding of 
khat he is proposing and will supply those numbers to Bob next week. 

In td&g to Greg, we were dso seckhg claPification on the issues of upsking and point of 
dekivery. There have been numerous scecarios presented, and I will attempt in this Iett- *r to state 
what I betieve to be your position and also to confirm 0's position on these matters. 

Tne f i ~ s p  seenab: Po&t ofddkwy a4 the Jeffme 
understand that your position on upsizicg under this scenario would be i o  do so oil an 
[ncrcmental basis, basically paying the increased cost of larger pipe and any increase in 
installation costs within Jefferson Cowry. Our position on upsizing this main is that The costs 
should be shared on a carrying capacity basis. In discwsing the scsiario on Tuesday relating to 
Ficllitics Seyond the Jefferson Coulity line, jou oCe:d, as cp1 example, an upsizing s~ennrio that 

dby county b e  avith tppsmg. We 



Mr JohnHubm 
May 11,1998 
Page 2 

w-cuid increase the czpecity ofthe lime from 23 to 40 MGD. On this basis, I believe your 
comment was that zhe &?g codd be 23/40 KAWC and 17/40 LWC. I am certainly cot tjring 
to imply that this was XI offer on your behalf, but am using this to illustrate that we feel th is  is 
the fair way to h e  the costs or, any upsidng as LWC will obviouly have that apacity €or its 
future nee&. 

The second scenarix P0bO of deljvery in Shelby C~unty at Highwey 55 with upshhg. As I 
mentioned on Tuesday, for us to consider moving C!e point of delivery, U u i C  expects that a 
substantid investment be made by LWC, ORehg this proposal means that the line has value to 
LWC, the total cost of which should not be bcme by MAWC’s customers. We discussed this 
proposal at length on Tuesday, but I want to make s u e  that we both have the same 
undemtmding. One possible scenario I presented was for 1,WC to pick up the entire cost of the 
h e  bn? the Shelby Cowry line to Highway 55. Sharing the upsizing of the lhe &om English 
Station to Highway 5 5  on ~e carrying capaciv basis rnmtioned 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 p u m ~  st3tiort. Under a scenario where LWC wwdd see the 
need for a third p m p  station, but KAWC did not have an immediate need for it, Greg asked that 
K.4WC consider pdcipathg in thisthird pump station on a cmyhg capacity b a s k  W e  would 
be Willing to liSm tc 8 proposal on bow a third purplp s ~ o n  could benefit us. 

One last issue that b n ’ t  been discussed by us, but one Coleman has suggested to Bob is the 
consideration 14wC Wjll give WU’C as a result of U w C  becoming a guaranteed cmlomsr 
providing seversl bundred thousad dollars a year in revenues. When swh opportauritk~ are 
available to us, we are willing to invesi 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 
djscusshg will open that opportunity for such consideration. 

Again, thank you md your team for the sincere efforts you’ve shown in our negotiations. If you 
should have my questions or comments regarding this matter, please kt me how. 

RWWpb 

c: BobMiller Greg Heiman Lmda Bridweil 
Coleman Bush Mark Frost L.W. Ingrm, Esq. 
Herb Miller Nick Row& 

FLhwedu’wc041198 doc 
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2300 Richmond Road Lexington, Kentucky 10502 (606) 265.2366 Fax (606) 2684327 

Herbert A. Miller, Jr. 
Corpuatc Counsel 
1606) 2686339 

July 1, 1998 

pro: John Muber 502-585-2806 
Robert Miller 502-5 85-2806 
Greg Meitzrman 502-56)5-H886 S io 7 d C. 7 1 

Joseph B. Helm 502-581-1087 

FROM: Herb Miller 

S Z m C T :  Proposed Watcr Supply Agreemeat 

Page 1 of 13 

Please call 606-268-6326 and ask for Pat Bdlard if you have a problem with a s  transmittal. 
This will be the only form of delivery ofthe trartsmitted document. 



2300 Richmond Road - Lexington, Kentucky 40502 . (606) 269.2386 Fax (60Ej 268.6327 

Herbert A. ,%iller. IF. 
Corporate Counwf 
(Wb) 2656334 

VIA FACSIMILE 7/3/1998 

July 1, 1998 

John Huber 
Robert Miller 
Greg Heitman 

Louisville Water Company (Fx: SOZ.SSS.ZS06) 
435 South Third Stree? 
Louisville, Kentucky 40202 

Joseph B. Ilelm, Esq. 
Brown, Todd $: Heyburn (Fx: 502.581.1087) 

Attached is a proposed contract with changes fiom the last version prepared by Joe. 

As you realize, Schedule B (referenced in Sections 1 1 (a) and 13) will be an important document, 
a i d  will be discussed in depth at our meeting next week. 

Yours yery truly, 

Herbert A. Miller, Jr. 
Corporate Cowisel 

HAM:ld 

cc: Roy W. Mundy I1 
Colcman Bush 
Nick 0. Rowe 
Linda C. Bridwell 
Mark Frost 
Lindsay W. Ingram, Jr. 
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WATER SUPPLY AGREEMENT 

THIS WATER SUPPLY AGREEIvENT, dated as of this day of 
-2 1998, between 

LOUISVlLLE WATER COMPANY, 
435 South Third Strect 
(soon to be 550 South Third Street) 
Louisville, Kentucky 40202 ("Seller"). 

and 

KENWCKY-AMERIC,4N WATER COhlPANk', 
2300 Richmond Road 
Lexinglon, Kentucky 40502 ("Bu~GT") 

RECITALS 

A. Seller, a Kentucky carpontion all of the stock of which i s  owned by the City of 
Louisviltle,, 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 sell I+ ater to customers 
taking senrice in Jefferson, Oldham, Shelby, Spencer, Bullitt and Hardin Counties, Kentucky. 

€3. Seller owns and operates water treatment and distribution faciIities and utilizes its 
facilities to provide water service on a retail and wholesale basis throiighout Jefferson County, 
Kentucky and in large areas o f  DIdham, Shelby, Spencer, and Bullitt Counties, including, among 
others, wholesale service to West SheIby Water District, North Shelby W m r  District and the 
City of Taylorsville; 

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

D. Buyer, a Kentucky corporation, mgages in the manufacture of water for sale and 
senrice to customers in the counties of Fayette, Bourbon, Clark, F l ~ s o n ,  Jessamine, Scott, and 
Woodford; and 

E. Buyer is desirous of securing a continuing, dependabie source of water to meet 
the present and future needs of Buyer's customers and plms construction of extended 
transinission facilities to Ihe Point ofDe!ivery, defined below, :o connsct its existing system with 
Seller's. 

h:khmdUwc conhct  6-30 doc 



W 1 T N E  S S E TH: 

NOW, TmEFOm,, in cornideration ofthe mutual covenants and conditions herein 
co~tai~~ed,  the parties agree as fallows: 

1 .  -- DEFINITIONS. --- In this Agreemmt, these terms have the meanings indicated 
below: 

(a) Proiext Facilities. Fixtures, equipment, water !rmsrnission mains, 
metering equipment, vaults, storage facility, pipes, pump station, and other improvements and 
facilities designed and to be constructed 10 Seller's specificatiom and approved by Buyer to be 
med for delivery of Service under this Agreement together with casements and other real 
property rights acquire6 with respect thereto, Swh facilities shall be owned by the Seller 

(3) Point of Pe l ivq :  The connection ofthe Project Facilities to Buyer's 
facilities. The connection will be 8,t a point in Sheiby County, Kentiicky at or near the 
intersection of Interstate Highway 64 and Kentucky Highway 55 .  

(e) Swvice: The dcliwry of treated, potable water by Seller :o the Point of 
Dolivesy under this Agreement pursuent to the standards set forth in Secrion 9, subsections (3) 
:md (b). 

2. DESIGN OF PROJECT F A C I L I B :  

(a) The Project Facilities will be designed by Seller, Buyer retaining the right 
to approve the selection by Seller of outside professional engineering assistam in creating such 
design, such approval not to be mreasonably withheld, and to apprwe the scope of the design 
within h e  framework set forth immediately below. 

(b) The desi&% of the Project Facilities shall include, among other things, a 
60-iudi transmission main from Seller's English Station Road Rzsuvoir to thc intersection of 
Interstate Highway 2GS and Interstate Highway 64 in Jefferson County, a 36-inch transmission 
main &om such intsrsection eastwardly to rhe intersection of Interstate Highway G4 and 
Kentucky Highway 55 in Shelby County (the location of the Point of Delivery), a 25 million 
gdlnn per day p m p  station situeted in &,g I 265-1 64 intersection mea, and a water storage 
fxility with a minimum capacity of 1 ,O million gallofis situated along the 36-inch transmission 
main in Shelby County west of the Point of'Dclivery. Attached, designated EXHIBIT I, is 3 p l ~ t  
indicating the general location and route of the Project Faciiities. Any subsequent change in the 
d ~ p  which, indi.ric!ua;ly or in the aggregate, increases the costs of the construct' :on or 
opcration cfthe Project Facilities to be paid by Bujer sliall be subject to Buj.er's pior  written 
2pprova1, which approval shall not be unreasonably withheld 

(c) Seller understands that the design ofthe Protect Fstcilities must be ful!y 
ccmpioted in a form and substance satisfactory to Buyer prior lo Buyer's application to the 
Kentucky Public Service Cormissicin (the ''PSC') for a Certificate of Convenience and 
Neccssity. Consequmtly, the date of completion for such design shall not be later than 
Dacember 1, 1998, lime being of the essence. 

2 



fd) Also, on or bekre December I ,  1998 Seller will provide Buyer with i ts 
estimated cost of the portion of the Project Facilities for which Bliyer is agreeing to pay as 
hereinafter provided and an estinlate of the cast of the remaining (Sefler's) portion. 

3. PROPERTY ACOUISITIONs Upon receipt by the Seller of Buyer's written 
inslnictions and within the limitations of such, Seller will initiate an e f f~r t  to zcyuire easements 
aul other property r ights needed in the canshctian and instailation 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'a efforts bo acrruire cammetat8 aaad other proaertv kighPs slball be 
made exmdittouslu aad fn good faith. Seller Mill not pwchase any property rights without the 
costs thereof being approved by tile i3uyer wd wiIl not fik condemnation actions without 
Bnyer's direction YO & so. 

4. BIDDING ON CONSTRWCTION OF PROJECTJACILITIES: Cpon receipt of 
writlsn instmetions from Buyer, grid Witbig the [imitations ronrtniucd fhereh, Seller will 
initiate its eovlstnlction contract bidding process for the Project Pacrlities, including the 
advertiskg for and the uking of bids in accordance with its invitation to bid. 

5.  CONSTRUCTION OF PRQJECT FACILITIES: 

(a) Upon receipt of written instructions fiom Buyer. S e k r  Wil l  proceed with 
the awarding (preceded by rebidding if previously saibmitted bids 1~1ve expired) of the 
canstniction contract(s) to the qualified bidder{s) submitting the lowest and bes? bid(sj. 

(b) Seller, using 3 professiom! enj$neerkg-&m, registered in Kentucky, will 
supervise the construction oftke Project Facilities and will complete same to the Point cf 
Delivery no later than eighteen months from Ihe date Seller receives :he jnitia! written 
instructions, set forth in section 
-, time being of the essence, The cormdetiorx of constructions and the 
+---.__-__I- connestion umd Service at the P O ~ V ~ S  of Ddivew is rcfemed to as the Constructioan 
-.- Csmipletim loa& 

2 (a), 

, (c) Delays in construction will cwse reasonabk extension of the 
Construction Completion Date provided such delays we the result of unanticipzted adverse 
weatlier conditions, 1Ri)or unrest, namral disasters, legal obstacles encountered in easement 
acquisition or other circumstances bcyoiid Seller's contrd. 

6. PROIECT FAClLiTiES' COSTS ALLOCATION: 

(a) Buyer agrces to pay the rgaasolohtblqaod rnecessary costs cf design, site 
acq&&km P ~ a t b n  and construction of the Project Facilities, gxriudkw &e deuim, site 
Iocatiom arrd ccomstruction of the 25 rniiliiona galbaa ~ e r  day Q U S Z I ~  shtionn, tese Shelby County 
water storage fnciPiW rand the iracreapsentB1 costs of niatcriaB ma% i5stak7tfon ograuy portloB 
-- of tbe aansmissfoa msiia, the diameter ofw:hisjll is water  than 3@&c$es, which costs 
include, hut are not limited, to ~ I C  following: 

Coiisulting Engineering Serviccs 
Easement anif other Property Rights 

Rid Publication 
construction Conhactfs) Obligations 



Easement Acquisition Agent 
Recording Reproduction md Printing 
Rml Property Appraisals 
M i ~ c e l l a ~ l t ; ~ ~  Out-of-Pocket Expenses 

hf zit erial s 

Moasusble In-house Engineering Flaming, 
Design and Construction Administration 

(31) In addition, Buyer agrees to pay Seller's costs ircurred with respect to the 
financing of Buyer's share of the Project Paciljties, which costs include but are not limited to, 
financial advisor charges, bond counsel md other legal expenses, printing and other rCprGdUl;tiOIl 
costs and marketing and travel expenses. 

(c) Notwithstanding the provisions io S e c d o ~  6 Seller will be 
responsible for the co 
site location and con3 
gellor, per day p~unp station and thc Shelby County water storage facility. In addition, Seller 
shall be respoiisible for the increinmtal costs of material a i d  installation of any portion of rhz 

(a) Design costs incurred by Seller will be billed to Buyer upon completion of 
the design, Le. within 30 days of delivery of same to Buyer for inclusion ir? Buyer's PSC 
application for a Certifiwte o f  Conwnience arid Necessity. Such costs will include professiorial 
engineering fecs, reproduction expenses 2nd measurable in house engineering planning and 
design work. 

(b) Property right acquisition costs will be billed to Buyer by Se'lier 
periodically, as incurred. 

(c) Chnstructioii costs, unless paid directfy b m  bond financing proceeds, 
will be bilfed by Seller to Buyer as incurred with Buyer to be responsible for providing fixids to 
Seller in aclwme of any conslruction contract paymerit deadline relating to progress and final 
p3)~ments. 

(d) Buyer reserves the right to dispute costs it deems to be unreasonable but 
agrees that it will indenlrirfy Seller and hold it harmless for any judgments, settlements, legal 
fees and other costs incurred by Seller as 3 result sf Buyer's refisal to pay Seller with respect to a 
third party claim. 

( e )  Subject to the provision ofsubsection (0, immediately below, Buyer will 
pay Se1:er in fiAl within 20 days of receipt of Seilds invoice of a Buyer Project Facility cost. 

( f )  Tt appearing that most, if not all, of the costs incurred by Selfer in the 
design, easement acqujsirion, and construch of the Project Facilities can be paid from the 
proceeds of issuance of the tax-fiee or taxable bonds, contemplate6 under Sections S(a) or (b), 
tjetuw, Seller is agreeable to finmnt_ing a11 pre-iswmce Cast6 with the understanding that it will 

4 
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be reimbursed in full from the bond proceeds for such costs, including its financing costs, to the 
extent permit?& under the terns of the bond issue; otherwise such reimbursement is tu be made 
by Buyer in accordance with Section $(c), below. 

8. EIKANCFNG OF BUYER'S SHARE OF COSTS OF PROIFAX FACiLJTlES. 

Buyer agrees to reimburse SeIler for al! Project Facilities' costs, the responsibility for 
which Buyer has assurned hereinabove. Such reimbursement will take o m  or more of the 
following foms: 

(3) By reimbursing Seller for its costs, including, but riot limited to, debt 
service and issuance costs, through the issuance of tax-free, municipal bonds by the Seller, the 
proceeds D f  wKch are to be used to pay or to reimburse Seller for the Project Facilities' costs, to 
the extent such costs are eIigbIe for reimbursement from b o d  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. Anached hereto and designated Schedule A is a 
Projected Debt Amortization Schedule which msurnes a $1,000,000 issue, bearing interest at 6% 
per mum 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, bjj 
reimbursing Seller for its costs, including, but not limited to, debt smice and cost of issuance, 
through the issuance of corporate bonds by SdIer or Buyer, al Buyer's option, die proceeds of 
which are to be used to pay or to reimburse SeIler for the cost of the Project Facilities, it  being 
understood that the conteaplated bonds, if issued by Seller, will be sold on a competitive bid 
basis with the vifining bid to be awarded by SeIler only after consultation with Buyer; or 

(c) By progress payments &om Buyer to Seller $0 be made within 2.8 (b days 
of invoice, rhe first such payment to he made within thirty days ofBuy;sr's written advice thsr no 
bond issue financing is to be pursued and to be in an mount equd to the sum of alI mounts 
previously incurred by Seller inchiding those financed pursuant to Section 7(f), above, plus the 
hnancirng cost thereof. The provisions of this subsection also shall be applicable to invcices 
from Seller that are later determined to be ineligible for reimblirsemcnt from bond proceeds. 

(dj If Seller's bond instruments permit prepayment of part or all of the debt 
obligation, and if Buyer is not in default of any of its payments to Seller under this Section and 
Section 11 o f  this Agreement, then Buyer has the right to instruct Seller on a timely basis to 
exercise the prepayment privilege arid shall simultaneously pay to Seller the mount of the 
prepryment needed, including premium, if my, to repit to the holders of the debt instruments 
beilng redeemed and any redemption expenses. 

(e) Failure of Buyer to provide Seller with readily available funds in t i n e  to 
mect any debt payment requirerncnts or construction contract obligation will resift in a 5% 
penalty on the delinquent amount to be added to such dehqucnt pa.ment for each nrcnth or 
partial month such payment and penalties thereon me delinquent, 

if, Buyer understwids and agrees that Seller most likely will assip its rights 
under this Agrement as secuity on Seller's bonded indebiedness, incurred by it wjth respect to 
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the Project Facilities and further agrees to cooperate wit5 Seller in preparing for and m,arketing 
the bond issue. 

9. SERVICE .4T THE POINT OF DELIVERY: 

(a) Cunditioq. SeIler will provide Buyer Service at the Point of Delivery, 
which meets or exceeds dl 
-- hw4; rand seeullatorv reqtliiremertts in effect at the time uf delivery. 

(b) Rate of Flow and Pressure, Seller shall design and constnict the Project 
Facilities to 
M$ maIatainiog a flow rate of up t016,WO gallons p e r  minute! and waker pressur:: of not less 
than thirty pounds per sqnm. inch (30 psi). 

deliver water LO Buyer at the Point of Delivery 

(c) Failures. In the event SclEeT, when called upon, ir; ulable to provide Buyer 
with Service under the terms of this Section for r e a m s  beyond Seller's control, Seller shall use 
its best efforts to restore the Service to the quality, rate of flow and pressure required. Time is of 
the essence in all situations where such a failure and duty of restoration exist. 

10 METERING ARPANGEMENTS: Seller: agrees to furnish, instal;, maintain, 
repair and replace at the Point of Delivery a serfice meter or battery of meters, including meter 
fiouse or vault, for properly rnemuiiig the quantity of water being delivered t:, Buyer and YO test 
such metering 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 
tests more oflen than every six months, but at its own expense. A meter registering within the 
 warranty limits spccificd by the m'mufacturer thereof shall be deemed to be ammite. Previous 
readings of any metcr disclosed by lest to be inticcurate shall be corrected for three nionths 
previous t@ such test in accordance with the peicentege of iriaccuracy found by sush test. Jf any 
meter fails to register for aiy period the amount of water ALiished during such period shall be 
deLmed to be the amount of water delivcred in the conespoiiding period inmsdiately prior to the 
failure, unless Seller and Buyer &ail agree otherwise. .An appropriate official of the Buyer shall 
have access to the meter at reasonable times for the purpose of inspecting and reading such 
111 e tering facilities. 

11, RATES AND PAYRffiNT: 

(a) Buyer shall pay Seller for the Service as determiced by the rates and terms 
set forih in Schedule B, attached hereto nnd h o p o r a t e d  herein,- - 4e4wMm&b 

@) Buyer's meter will be read at midnight 311 She laix day of each month of 

gheaacer: the terms 82 D rwided in Schedule B, 
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fc) Buyer shall remit payment to Seller for each invoice no later than the ?0 
-I 30 calendar days following the mailing or facsimile transmission of such invoice. 

12. SERVICE TO OTFZEIPS: Seller wwznts and represeuts ?hat m y  water service to 
others prior to the Point of Delivery provided through or h r n  the Project Facilities shall not 
interfere with its service or diminish its obligations to the Buyer under thk Agreement. 

13. EXCESS SERVICE: Any service in excess of the provisionsofSectbm 9 (bl - sbaJ&rior to sctartal1-v behe wed bv S-eUer or a bona fide cansEomer of SelllerAad within six 
16) months of  the expected use, first be offered to BUY ea OD ta rms as set forth in Sched.de B. 
m e r  shall have 30 days from receht of written notice from Seller within which to agree to 
purchase such excess service beiw o f f ?  

14. ADDITIONAL EXPAVSION BY SBLLER: Seller agrees that iqxm before 
undertq&ng any expansion or ednrgement of any of the Project Facilities, or any of SelWs 
facilities as& to fulfill the purposes ofthis Aereement, it will notify Buyer of its intention to 
do so and will afford Buyer with a reasonable opportunity to participate in the expansion or 
enlargement upon terms aid coudiaions mutually agreeable. 

15, LIMITATION OF SERVICE TO BWER FOR REASQNS BEYOh'D 
SELLER'S CONTROL: Buyer acknowledges that unexpwted supply or treaimem prvblenis 
may occw which arc beyond Seller's co~trol. In the event such problems impair Seller's abiiity 
to deliver Service to the Point of Delivery, *and swh prob!ems iimit or p:event the delivery of 
water to any cf Seller's sther customers, then Seller agrees that any restrictioiis placed by it  \rpon 
water delivery shall apply to the Buyer in the same manner to that applied by, or upon it& 
others, Seller to 3s other customers. Seller will use its best efforts to restore full Service to 
Buyer as promptly and completely as possible, time being of the essence. 

16. NOTICE: Ehiycr will timely outify Seller ofmy condition or situation, which 
would adversely affed the quality, quaitity or pressure of the w t e r  in Seller's system and, 
likewise, Seller will timely notify Buyer of my condition or situation, which wou'ld adversely 
d€ect the quality, quantity or presme of the water at the Point of Delivery. 

17. TERM. ANU EXTENSIONS: The term of this Agreement shall begin on the date 
this Agreement is executed by both parties hereto and shall tsrminate on December 3 1,20-. 

18. BUYER'S REPRESENTATIQN ANQ WARRANTY: 

Buyer is a K.entucky corporation with the authority to enter into this Agreement, subject 
to rcgulafory approval, and has the riuthority t:, perfam wder tlie terms of this Ageexent. 

19. SELLER'S REPRESENTATTON AND WARRWTY: 
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Sellc is a Kentucky corporation with the statutory authority through the Board of Water 
Works to enter into this Agreement md to perform under the terms of this Agreement. 

20. =INATION: 

(a) Buyer may terminate this Agreement upon six (6) months written noticc :n 
the event of: 

(I}  Repeated .failure of Seller to 
2 provide the Service set forth in S ~ ~ M + W W  @ .  
Apreemen.. 

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

(b) Seller may terminate this Agreement upon six (6) months written notice in 
rhe event oE 

(1) Failure of Buyer to delrver to Seller written instmcMons to 
& ? r ~ ~ g d l  vvlitb the ConsEr~~tiOn of the Froiect Facilities, within - sax tt!Q months of receipt by 
Buyer of a finat, non-appealable Order from the PSC in the form of a Certificate of Convenience 
and Necessity perdtting Buyer, among other things, to finance the Project Facilities to the 
extent provided herein; 7-v 
w-- 

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

(3) Repeated failure of Buyer to pay on a timely basis its debt service 
obligations :G Seller, t h e  being of the essence in that regard. 

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

21. hl’ISCELLA”E0US PROVlSIONS: 

(a) Thic Agreement is subject to the apprwal of the PSC and receipt by Buyer 
of a find, nonappealable Order,b-s form m d  with coltndent mcre@&!e to Buyer, from the 
PSC in the form of D Certificate of Convenience and Necessity foe the kcilities to be constructed 
pursuanl to this Agrement. Providcd, however, failure to obtain wch an Order shall not relieve 
Buyer of its duties hereunder to reimburse SelIex for costs incurred pursuant to the provisions of 
Sectjcm 2 and 3, above. In the event such Order alters, directly ur indirectly, one or morc 
provisions of this Agrement (including the one, or more provisions of Exhibit B) and such 
rnodifiization(s) is not accep!&le to either part)‘, then this Agreement ternlinatcs so long as the 
tcminating party comiurlicates such action to the other party within _I_ Sa, days of receipt Qf 
such Order. 

other relationskip behveen Buyer and Seller, and Buyer and Seller express!y state that they owe 
no fiduciary duties to 3ne another and that the relationship is based upon Contract. 

(h) This Agreement does iiot constitute a partnership, joint ventuxe, agency or 
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(c) ?his Agreement i s  binding un h e  successors and assigns of ?he parties 
hereto. 

(d) Buyer and Seller agree that each of them shall have access to the b o k s  
and records of  the other, which are related to matters whkh are the subject of this Agreemen!, at 
such reasonabie notice, except as those records may be subject to a recognized privilege that itre 
confidential or may be protected by the Kentucky Open Records LAW. Without limitation, the 
informatior, subject to access shall include all costs of design, mnstruction, financing, and costs 
of operation and maintenance oi'the facilities contemplated by this Agreement. 

( e )  Buyer reserves the right to develop and use other water supply sources and 
may obtain water fiom sources other tlw the Seiler. 

( f )  The parties agree to operate arid maintain their respective facilities in an 
efficient and economical manner and in accordance with all app!ic.able local, stste and federal 
laws, regulations and performencs s?andards. 

(9) This Agrecmcnt n a y  be ameoded at any t h e  by mutual agreement, in 
writing, of the parties. 

(11) Both patdies agree to use their best effors to obtain all regulatory md legal 
approvals required for the accomplishment of the terms of this Agreement. 

(i> The parties acknowledge that the wata to be purchased hsremder will be 
resold in the regular course of business of Buyer and is  eref fore exempt from Kentucky sales 
aid use tax. To evidence th is exemption, Buyer will b i s h  Seller with a duly executed "Resale 
Cerlificste" or such other documentation as the parties deem appropriate. 

0') Seller agrees, subject to its right hereby reservedl to self-insure itself up to 
the first ___ MilIion Dollars in liability, to carry public liabiIity insurance in the minimum 
anioitnt of Ten Million Dollars per occurrence during ilre rem of this Agreement. 

IN WTNESS WHEREOF, the parties have set f9rtln their Rand the day and year first 
above written, 

BUYER: SELLER: 

Kcntucky- American Water Company i,ouisvs;u/jlle Water Corripany 

...-I_ 

Tirle: __. .~ Title: 
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Attest: - --------- 
Name: 
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Plat of location and general route of 
the Praject Facilities. 

Projected Debt Amortizatioiz Schedule 
assuming a $1 million issue a 6% for 20 years. 

Rates and payment for service. 

P. 13/13 
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FROM J O H N  HUBER: 

Roy Mundy, P r e s i d e n t  of  Kentucky-American Water Company, and I have  s i g n e d  
t h e  B l u e g r a s s  P i p e l i n e  Water Supply  Agreement.  Under t h e  agreement ,  t h e  LWC 
w i l l  b u i l d  a 60- inch  water main from E n g l i s h  S t a t i o n  Rd. and U. S.  Hwy. 60 
t o  In t e r s t a t e  64 ( g e n e r a l l y  along t h e  Snyder  Freeway),  a 36- inch  water main 
p a r a l l e l  t o  1-64 f rom t h e  Snyder  Freeway t o  KY Highway 55 on t h e  w e s t  s i d e  
of  S h e l b y v i l l e ,  a booster pumping s t a t i o n  i n  t h e  v i c i n i t y  of  T-64 and t h e  
Snyder  Freeway,  and  a n  e l e v a t e d  s t o r a g e  t a n k  n e a r  KY Hwy. 55. Under t h e  
agreement ,  t h e  LWC w i l l  be responsible  f o r  f u n d i n g  t h e  u p s i z i n g  of  t h e  w a t e r  
main from 1J.S. 60 t o  1-64 a l o n g  t h e  Snyder  Freeway from a 36- inch  w a t e r  main 
t o  a 60- inch  water main,  c o n s t r u c t i o n  of t h e  booster pumping s t a t i o n  n e a r  
1-64 and t h e  S n y d e r  Freeway,  and t h e  e l e v a t e d  s t o r a g e  t a n k  a t  KY Hwy. 55.  
The KAWC would f u n d  t h e  36-inch w a t e r  main from E n g l i s h  S t a t i o n  Road and U. 
S. 60 a l o n g  t h e  S n y d e r  Freeway, t h e n  o u t  1-64 t o  KY Hwy. 55. T h e i r  f u n d i n g  
of t h e  water main would come a s  a c o n t r i b u t i o n  i n  a i d  of  c o n s t r u c t i o n .  The 
c o n t r a c t  i s  f o r  a t e r m  of 50 y e a r s  a f t e r  t h e  d a t e  s e r v i c e  i s  i n i t i a t e d .  The 
p o r t i o n  of t h e  p ipe l ine  which w i l l  be owned and o p e r a t e d  by t h e  LWC w i l l  
have  a c a p a c i t y  of 1 2  mgd o v e r  and above  t h e  23 mgd c a p a c i t y  r e q u i r e d  by 
KAWC. The LWC h a s  a g r e e d  t o  g i v e  KAWC t h e  r i g h t  o f  f i r s t  r e f u s a l  t o  a c q u i r e  
up t o  a l l  of t h e  a d d i t i o n a l  12 m i l l i o n  g a l l o n s  p e r  day  c a p a c i t y  i n  
a c c o r d a n c e  w i t h  s p e c i f i c  t e r m s  and c o n d i t i o n s  of t h e  c o n t r a c t .  

Water ra tes  are based on a " t a k e  or pay" s c h e d u l e .  KAWC w i l l  b e  a l l o w e d  t o  
ramp i n t o  t h e  a g r e e m e n t  o v e r  a 5-year  p e r i o d .  The " t a k e  or pay" c o n t r a c t :  
d o e s ,  o f  c o u r s e ,  i n c l u d e  a minimum u s e a g e  c l a u s e  which w i l l  r e q u i r e  a n  
a v e r a g e  u s e  of 2 m i l l i o n s / d a y  a f t e r  t h e  f i f t h  y e a r  of  t h e  c o n t r a c t ,  w i t h  
some lesser amount a l lowed f o r  n o n - i r r i g a t i o n  months and a h i g h e r  amount for 
t h e  i r r i g a t i o n  months.  The agreement  i n c l u d e s  r a t e s  based o n  a n  o p e r a t i n g  
e x p e n s e  component,  a d e p r e c i a t i o n  e x p e n s e  component, and a r e t u r n  o n  p l a n t  
i n v e s t m e n t  component.  

I n  a c c o r d a n c e  w i t h  t h e  agreement ,  w e  would i n i t i a l l y  f i n a n c e  t h e  c o s t  o f  t h e  
w a t e r  main from 1J. S. 60 a t  E n g l i s h  S t a t i o n  Road t o  KY Hwy. 55 a t  1-64, w i t h  
t h e  KAWC p a y i n g  f o r  t h e  cost o f  a n  e q u i v a l e n t  36-inch main o v e r  t h a t  
d i s t a n c e  b a s e d  on a 20-year  d e b t  a m o r t i z a t i o n  s c h e d u l e .  

W h i l e  w e  have  n e g o t i a t e d  and s i g n e d  t h e  a g r e e m e n t s  and h a v e  i n i t i a t e d  d e s i g n  
of t h e  p i p e l i n e  from E n g l i s h  S t a t i o n  and U .  S. 60 o u t  t o  KY Hwy. 55 a t  1-64, 
t h e r e  a r e  many a p p r o v a l s  y e t  t a  be o b t a i n e d  fo r  t h i s  project .  

COPY TO MARK HARP 

Paae: 1 
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J O H N  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 af the water main from English Station Road and U S. Highway 60 to 
Kentucky Highway 55 at lnterstate 634 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 exhi bit ed t h mug hout these negotiations 

Sincerely, 

President 

jcm 
enclosures 

cc: Mr. Joseph B. Helm 
Mr. Lindsey W. ingram, Jr. 

bcc: Greg Heitzman, with copy of agreement 
Steve Huhbs, 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  E m p l o y e r  



WATER SUPPLY AGWEMENT 

THIS WATER SUPPLY AGEEMENT, dated as of this 7-k day of d;Df@%3nZ 
1998, between 

LOTJTSVDLLE WATER COWANY,  
550 South Third Street 
Louisville, Kentucky 40202 

and 

KENTUCKY-AMENCAN WATER COWANY, 
2300 Richmond Road 
Lexington, Kentucky 40502 

("Seller") 

("Buyer") 

A. 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 sell water to customers taking 
service in Jefferson, Oldhani, Shelby, Spencer, BuIlitt 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 Oldharn, Shelby, Spencer, and Bullitt Counties, including, among 
others, wholesale service to West Shelby Water District, North Shelby Water District and the City 
of Taylorsville; 

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

D. Buyer, a Kentucky corporation, engages in the manufacture of water for sale and 
service to customers in the counties of Fayette, Bourbon, Clark, Harrison, Jessamhe, 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 o'f extended transmission 
facilities to the Point of Delivery, defined below, to connect its existing system with Seller's. 

W I T N E S S E T H  

NOW, THEREFORE, in consideration of the mutual covenants and conditions herein 
contained, the parties agree as follows. 



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

(a) Proiect Facilities" Fixtures, equipment, water transmission mains, metering 
equipment, vaults, storage facility, pipes, pump station, and other improvements and facilities 
designed and to be constructed to 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 Delivery 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 55 

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

2 DESIGN OF PROJECT FACILITIES 

(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 within the 
framework set forth immediately below. To the extent this Agreement is not executed by August 
1, 1998, then the design completion date shall be extended by the time subsequent to August I ,  
1998, until execution of this Agreement. 

(b) The design of the Project Facilities shall include, among other things, a 60- 
inch transmission main from Seller's English Station Road Reservoir to the intersection of Interstate 
Highway 265 and Interstate Highway 64 in Jefferson County, a 36-inch transmission main from such 
intersection eastwardly to the intersection of Interstate Highway 64 and Kentucky I--Lighway 55 in 
Shelby County (the location of the Point of Delivery), a 23 million gallon per day pump station 
situated jn the Interstate 265-Interstate 64 intersection area, arid a water storage facility with a 
minimum capacity of 1 0 million gallons situated along the 36-inch transmission main in Shelby 
County west of the Point of Delivery Attached, designated EXMBIT A, is a plat indicating the 
general location and route ofthe Project Facilities Any subsequent change in the desigdroute which, 
individually or in the aggregate, increases the costs of the construction or operation of the Project 
Facilities to be paid by Buyer 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 k l l y  
completed in a form and substance satisfactory to Buyer prior to Buyer's application to the Kentucky 
Public Service Commission (the "PSC") for a Certificate of Convenience and Necessity 
Consequently, the date of completion for such design shall not be later than December 1, 1998, time 
being of the essence 

2 



(d) Also, on or before December 1, 1998 Seller will provide Buyer with its 
estimated cost of the portion of the Project Facilities for which Buyer is agreeing to pay as 
hereinafter provided and an estimate of the cost of the remaining (Seller's) portion 

3 PROPERTY ACOUISITION Upon receipt by the Seller of Buyer's written 
instructions and within the limitations of such, Seller will initiate an effort to acquire easements and 
other property rights needed in the construction and installation of the Project Facilities, keeping 
Buyer advised 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 will 
not file condemnation actions without Buyer's direction to do so 

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

5 CONSTRUCTION OF PROJECT FACILITIES: 

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

(b) Seller, using a professional engineering firm, registered in Kentuchy, will 
supervise the construction of the Project Facilities and will complete same to the Point 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 Prqject Facilities with water service being available at the Point of Delivery is referred to as the 
"Construction Completion Date"" 

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

6 PROJECT FACETTIES 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 limited, to the following 



Consulting Engineering Services Bid Publication 
Easement and other Property 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 Construction Administration 

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

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

7.  W O I C N G  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 
from the proceeds ofissuance oftax-free or taxable revenue bonds, contemplated under Sections 8(a) 
or (b), below, Seller is agreeable to financing all pre-issuance costs with the understanding that it will 
be reimbursed in fill1 from the bond proceeds for such costs, including its financing costs, to the 
extent permitted under the terms of the bond issue, otherwise such reimbursement is to be made by 
Buyer in accordance with Section 8(c), below. 

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

(c) Construction costs, unless paid directly from bond financing proceeds, will 
be invoiced by Seller to Buyer as incurred with Buyer to be responsible for providing hnds to Seller 
in advance of any construction contract payment deadline relating to progress 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 in full  within 30 days of receipt of Seller's 
invoice 

(e) Buyer reserves the right to dispute costs it  deems to be unreasonable but 
agrees that it will indemnify Seller and hold it harmless for any judgments, settlements, legal fees 
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and other costs incurred by Seller as a result of Buyer's refusal to pay Seller with respect to a third 
party claim 

8 FINANCING OF B W R ' S  SHARE OF COSTS OF PROJECT FACILITIES. 

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

(a) By reimbursing Seller for its costs, including, but not limited to, debt service 
and issuance costs, through the issuance of tax-free, municipal revenue bonds by the Seller, the 
proceeds of which are to be used to pay or to reimburse Seller for the Project Facilities' costs, to the 
extent such costs are eligible for reimbursement from bond proceeds, it being understood that the 
contemplated bonds will. be sold on a competitive bid basis and the bid award will be made by Seller 
only after consultation with Buyer Attached hereto and designated Schedule A is a Projected Debt 
Amortization Schedule which assumes a $1,OOO,OOO issue, bearing interest at 6% per annum and 
maturing over a 20 year period, said Schedule being attached for illtistrative 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 option, the proceeds ofwhich are 
to be used to pay or to reimburse Seller for the cost of the Project Facilities, it being understood that 
the contemplated bonds, if issued by Seller, will be sold on a competitive bid basis with the winning 
bid to be awarded by Seller only after 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 financing is to be pursued and to be in an amount equal to the sum of all amounts previously 
incurred by Seller including those financed pursuant to Section 7(a), above, plus the financing cost 
thereof The provisions of this subsection also shall be applicable to invoices from Seller that are 
later determined to be ineligible for reimbursement from bond proceeds 

(d) If Seller's band instruments permit prepayment of part or a11 of the debt 
obligation, and if Buyer is not in default of any of its payments to Seller under this Section and 
Section I 1 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, including premium, if any, to remit to the holders of the debt instruments being redeemed 
and any redemption expenses. 

(e) Failure of Buyer to provide Seller with readily available funds 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 partial month such 
payment and penalties thereon are delinquent 

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



:. 

with Seller in good faith in preparing for and marketing the bond issue, including, but not limited 
to, the meeting of all disclosure requirements 

9 SERVICE AT THE POINT OF DELIVERY 

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

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

(c) Rate of Flow Demand While Buyer is reserving up to 23 million gallons per 
day of Seller's production capacity, its requirements will be, as presently contemplated, substantially 
less than that during much of the duration of this Agreement. Such is recognized in Exhibit B, 
referenced in Section 1 1 , setting forth the parties' rate arrangements Nevertheless, Buyer may at any 
t h e  and fiom 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 Seller's operations will not be adversely affected by a sudden, 
out of the ordinary demand on its production and transmission facilities With such in mind, the 
parties pledge to each other open communications, from the Buyer to the Seller of any operational 
situations that may cause it to significantly increase its water needs in the near future, i.e 
plant/equipment outage, drought predictions, etc , arid from Seller to Buyer of Seller's operational 
situations that might adversely affect Seller's ability to immediately respond to any sudden need of 
Buyer for a significant increase in volume of water at the Point of Delivery, i.e. pIant/equiprnent 
outages, planned and unplanned, and other factors that might affect its ability to deliver water. 
Regardless, Seller agrees to supply Buyer's demands, as same may be altered from time to time, and 
with reference to any sudden significant demand increase, as soon as possible after notification by 
Buyer, barring 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 fiom 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 called upon, is unable to 
provide Buyer with Service under the terms 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 probIems limit or prevent the delivery of water 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 apply to the 
Buyer in the same manner as applied by Seller to other customers 

6 
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10 m E R r N G  ARRANGEMENTS. Seller agrees to fbrnish, 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 delivered to Buyer and to test such metering 
equipment whenever requested by Buyer but no more frequently than once every six months with ~ 

the results of such tests provided to Buyer Buyer may require Seller to conduct tests more often 
than every six months, but at its own expense A meter registering between 98 5% and 101 5% of 
the actual flow shall be deemed to be accurate Previous readings of any meter disclosed by test to 
be inaccurate shall be corrected for three months previous to such test in accordance with the 
percentage of inaccuracy found by such test If any meter fails to register for any period, the amount 
of water fiirnished 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 oEcia1 of the Buyer shall have access to the meter at reasonable times for the 
purpose of inspecting and reading such metering facilities 

11 I RATES AND PAYMENT: 

(a) Buyer shall pay Seller for the Service as determined by the methodology set 
forth in Exhibit B, attached hereto and incorporated herein, Buyer agreeing that the rate-making 
methodology contained therein is reasonable for 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 time 

(c) Buyer shali 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 partial month on each 
invoice remaining unpaid Buyer shall have the optidn of paying such monthly invoices by 
automatic bank drafts 

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

13 RIGHT TO INCREASE DELIVERY CMACITY OF PROJECT FACKITIES 

(a) Recognizing that the Project Facilities being financed by Buyer will have a 
delivery capacity of 23 million gallons of water per day and further recognizing that the Seller 
financed additions thereto of a pumping station, a Shelby County storage facility and main upsizing 
will make the Project Facilities expandable to 3 5 million gallons per day, Seller hereby agrees to give 
Buyer the right, and the right of first refusal, to acquire up  to all of the additional 12 million gallons 
per day capacity on the following terms and conditions 

7 



.. . 

(i) When Seller receives a bona fide, acceptable proposal to sell water 
service from or through the Project Facilities, it will notif). Buyer in writing who will have 60 days 
to exercise its right of first refusal for the acquisition of the capacity contemplated in such proposal. 
If Buyer chooses to acquire the additional capacity offered, or on its own volition to acquire, 
additional available capacity, it will be obligated as follows- 

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

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

(iv) To an increase in its Exhibit B capacity Request in an amount equal 
to the increased daily capacity being acquired, effective at the time that the Seller has made the 
increase available at the Point of Delivery, it being understood that Seller will make such increased 
capacity available no later than 12 months from the date of exercise of the right. 

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

(b) Upon Buyer's exercise of its rights set forth above in this Section 13, Seller 
will consider, at Buyer's request, issuance of Seller's debt instrument(s) to finance Buyer's obligations 
under subsection (a)(ii) and (iii), above, an issuance 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 Prqject Facilities or the Payne plant treatment capacity, 
it will notify 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. 

I S  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 notify Buyer of any 
condition or situation, which would adversely affect the quality, quantity or pressure of the water at 
the Point of Delivery. 

16 TERM AND EXTENSIONS" The term of this Agreement shall begin on the date 
it is executed by both parties hereto and shall terminate 50 years after the date Service is initiated 
The parties shall execute an addendum showing the date Service is initiated and the termination date 
50 years later One year prior to the termination date the parties hereto shall begin to negotiate in 
good faith an extension of this Agreement with due and proper consideration for the principles and 
concepts contained herein, being mindfiil that the parties are hopehl that their relationship, created 
herein, will be one of mutual benefit and respect that will last longe1 than the initial 50 year term 
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17 BUYERS REPRESENTATION AND WARRANTY. 

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

18 SELLERS REPRESENTATION 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 

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

(2) Revocation of Seller's authority to do business 

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

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

(2) Buyer's failure to receive after five or more years from the date of this 
Agreement a final, nonappealable Order, referenced in subsection ( 1  j, 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 to  pay on a time!y basis its debt seivice 
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, from the PSC 
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in the form of a Certificate of Convenience and Necessity for the facilities to be constructed pursuant 
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 R) 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 ofthe parties hereto 

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

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

(9 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 

(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 tbis exemption, Buyer will krnish Seller with a duly executed "Resale 
Certificate" or such other documentation as the parties deem appropriate ' 

(i) Seller agrees, sub,ject 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 
Ten Million Dollars per occurrence during the term of this Agreement 

10 



IN WITNESS WHEREOF, the parties have set, forth their hand the day and year first above 
written. 

SELLER: BUYER. 

UTI.D2075:015 jrc 
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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 $ 
1 1  $ 
12 $ 
13 $ 
14 $ 
15 $ 
16 $ 
17 $ 
18 $ 
19 $ 
20 $ 

Beginning 
Balance 

1,000,000 $ 
972,815 $ 
944,000 $ 
913,455 $ 
881,078 $ 

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 $ 

846,758 $ 

Interest 

60,000 $ 

56,640 $ 
54,807 $ 
52,865 $ 

48,623 $ 
46,309 $ 
43,857 $ 
41,257 $ 
38,501 $ 
35,580 $ 

29,202 $ 
25,723 $ 
22,035 $ 
18,126 $ 
13,983 $ 
9,591 $ 
4,935 $ 

58,369 $ 

50,805 $ 

32,484 ti 

Principal 

27,185 $ 

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 $ 

82,253 $ 

28,816 ti 

77,594 $ 

Ending 
Balance 

972,815 
944,000 
91 3,455 
881,078 
846,758 
810,379 
771,817 
730,942 
687,614 
641,686 
593,002 
541,398 
486,697 
428,715 
367,253 
3023 04 
233,045 
159,843 
82,249 

(0) 
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WATER SUPPLY AGREEMENT 

E m I T  B 

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 of water, and Seller presently having production capacity available and being 
asked to commit to Buyer more capacity than Buyer plans to use for a number of years, the parties 
have developed the rate arrangements set forth below. 

1. Buyer's Caoacity Request. On or before July 1 of each calendar year, beginning with 
the year preceding the first fill calendar year of Service, Buyer will not@ Seller in writing of its 
capacity request (the "Request") for the succeeding calendar year, which Request may be any number 
between 2.5 million gallons per day and 23 million gallons per day; provided, however, Buyer's 
Request, beginning in the sixth fd1 calendar year of service must be at least 5 million gallons per 
day. Buyer's Request for the first partid calendar year of service delivered under this Agreement, 
assuming the initial Service commences after January 1 of any calendar year and the first full 
calendar year is set at 2.5 million gallons per day unless such amount is raised on a timely basis by 
Buyer. Subsequent Requests for the next four full calendar years will not be less than 3 million 
gallons per day for the second f i l l  calendar year, 3.5 million gallons per day for the third, 4 million 
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 Seller's production capacity and multiplying the quotient by the 
Seller's Depreciation Expense, less depreciation on contributed capital and depreciation common 
only to retail customers and to customers generdiy. 

(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 from time to time, currently contained in Section 6.02.1 of Seller's rate 
schedule, applied to the number and size of meters installed at Buyer's request. 



. -  

3 Minimum Usage Minimum usage of water during the first fir11 calendar 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 "Nonirrgatjon Months") 36 Inillion gallons per month 
and for the months of May through October (the "Irrigation Months") 54 nlillion 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 Nonirrgation Months shall be 38.4 miIlion gallons per 
month and for the Irrigation Months, shall be 57 6 million gallons per month For the third fuII  
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 fourth full 
calendar year, the minimum usage for water during the Nonirrgation Months shall be 43 2 million 
gallons per month and for the Irrigation months, 64.8 million gallons per month. During the 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 remaining months of the Agreement the minimum usage shall be 54.0 million 
gallons per month for the Nonirrgation months and 66 million per month for the Irrigation 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 Exceedinp Reauest. 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. - Emergency 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 flushing, Seller agrees to equitably adjust Buyer's Service billing with respect 
to such emergency. 

6 Supporting 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 of 2.5 
million gdlons per day is in effect and making references to schedules found in "Seller's 1997 Rate 
Study for 1998." 

(b) 

(c) 

(d) 

(e) 

Schedule 2, relating to the Operating Expense Component. 

ScheduIe 3, relating to the Depreciation Expense Component 

Schedule 4, relating to the Return on Plant Investment Component 

Schedule 5 ,  entitled Calculation of Monthly Water Bill Example 
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7 - Seller's Production Capacity. As shown in Schedule 1 , attached, Seller's present daily 
production capacity has been determined to be 240,000,000 gallons, based upon data contained in 
Seller's 1995-201 5 Facilities Plan, prepared by CHZM €fill a nationally recognized independent 
consulting engineering firm Seller agrees to have its production capacity reviewed and redetermined. 
at least every five years during the term of this Agreement by a nationally recognized independent 
consulting engineering firm and the redetermination used in Exhibit 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 fram 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 Exhlbit 3, shall never be lower 
than 240,000,000 gallons. 

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

TlTl.D2075:015 jrc 
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EXHIBIT B 
Schedule I 

. i  - -  

LWC - KAWC WATER SUPPLY AGREEMENT 
Calculation of Rate Components 

Request (1,000 Gal.) 
Divided by: LWC Production Capacity (1,000 Gal.) 

1018198 

Request I Production Capaclty Quotient 

CALCULATION OF OPERATING EXPENSE COMPONENT 

Net Operating Expenses 
Less: Common to Retall Customer Costs 

Customer Costs 

Utillty Rate Schedule 2; Column 1; Llne 50. 
Utility Rate Schedule 2; Column 7; Llne 50. 
Utility Rate Schedule 2; Column 6; Llne 50. 

Operating Cost 
Dlvlded by: LWC's Annual System Sales (1,000 Gal.) Utlllty Rate Schedule 1; Column 3; Llne 4. 

Operating Expense component Quotient (per 1,000 Gal.) 

CALCUIATION OF DEPRECIATION EXPENSLCOMPONENT 

Depreciation Expense 
Less: Common to Retall Customer Costs 

Utility Rate Schedule 3; Column 1; Llne 19. 
Utility Rate Schedule 3; Column 7; Llne 19. 
Utillty Rate Schedule 3; Column 6; Llne 19. 
Utility Rate Schedule 3. 

Customer Costs 
Depreclatlon - Plant Funded by ClAC 

Depreclatlon Cost 
Multlplled by: Request I Productfon Capaclty Quotient 
Annual Depredation Expense Component 
Dlvlded by: 12-Months 
Monthly Depredation Expense Component 

2.500 
240,000 

1.042% 

$ 31,220,800 
(5,127,330) 
(9,803,203 

a 16,290,270 
37,000,000 

a 0.44028 

s 11,010,480 
~2,940,510) 
(2,663,010) 

(632,290) 
a 4,774;670 

1.042% 
b 49,752.06 

12 
SI 4,146.01 

CALCULATION OF RETURN ON PLANT INVESTMENT COMPONENT 

LWC's Return on Plant Investment Utility Rate Schedule 4; Column 1; Llne 24. $ 28,585,310 
Less: Common to Retall Customer Costs Utflrty Rate Schedule 4; Column 7; Llne 24. (7,1J-W40) 

(1,488,140) 
Net Return on Plant Investment a ?9,932,430 
Multiplled by: Request I Production Capaclty Quotfent 1 .W2% 
Annual Return on Plant Investment Component t 207,695.92 
Dlvlded by: t2-MQnh 12 
Monthly Return on Plant Investment Component s 17,307.99 

Customer Costs Utlllty Rate Schedule 4; Column 8; Llne 24. 

4 

CUSTOMER COST COMPONENT 

Example based on one 6" meter 

USAGE EXCEEDING REQUEST COMPONENT 

Usage of water during any 24 hour perlod In excess of KAWC's 
Request wlll result In a charge to WWC, wlth respect to excess 
consumption, of LWC's Wholesale Rate Including Its Elevated 
Servlce Area Surcharge. 

COMPUTATION OF TOTAL WATER BILL 

$ 259.00 

s 1.35 

The monthly water bill wlll be the sum of the fohwlng charges: operating expense component; depreciation expense component; return on plant 
investment component; customer cost component; and the usage excttedlng request component. 

BWPReaerveEapacity-Rdte 
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Schedule 2 

A u W A n O N  OF LQlJISVlLLE WATER COMPANY ESTIMATED N F T  OPERATING EXPENSE TO FUNCTIONAL. COST COMPONEMS 
YEAR ENDED DECEMBER 31,1998 (IN THOUSAND DOLLARS) 

COMMON TO ALL CUSTOMERS 

MAXIMUM MAXIMUM 
NET ELEVATED EXTRA CAPACIM COMMON TO 

ONLY RETAIL 
EXPENSE AREA BASE DAY ~ HOUR CUSTOMER CUSTOMERS 

OPERATING SERVICE 

SOtJRCE OF SUPPLY 52.44 36 31 16 13 

POWER AND PVMPING 
zom Station, Pcmw 
Zorn Station. Other 
crescent Hill Stalion, PM 
crescent Hill Station, Mhw 
B.E. Payne StauoO, Raw Water. P w m  
B.E. Payne Station, Raw Water, other 
B E paVne Sta , Finished Water, POner 
B E pavne sa, Finished Water, other 
Enmting Pumping, Pawer 
Boasthg Pumping, m e r  

7-1 Pexer and Pumping 

FURIFICATiON 
Chemicals, B E Payne 
Chemicals, Crescent Hill 
Pl~rificatian, Other 

Total Purificalion 

TRANSMISSION AND DISTRIBUTION 
Tnnsrn'ksion Mains 
Distribution Mains 
Distfibotion Slorage. R e s  8 Tanks 
SwviceS 
Melers 
Hydrants 

Trammission B Distribution Subtotal 
Percenl 

General Transmission and Distribution 

Total Transmission and Disttibulion 

CUSTOMER ACCOUNTS AND SERVICE 
supervision 
M e W  Reading 
Customer Records 
Uncollected Accounts 
Miscellaneous Customer Acmunls 

Tolal Customer Aammk & Service 

Subtotal 
Pwcenl 

ADMlNlSTRATlM AND GENERAL 
Administratbe End Geowat 

Less: Operating E.xpenses Applied 

Total Administrative and General 

taw Rdated memead 

Total 
Free Water in LJw ol Taxes 
AmcxteaLmn 
Rdrwnent d Assets 

Total Operoting Ewpenses 
Other Operating l m e  

Net operating Expense 

666.07 
427 14 
743 19 
434.68 

866 07 
29576 131 36 
743 19 
26; 42 '165 26 

113.96 113 98 
12361 5491 178.51 

645.90 32295 32295 
20741 10370 64 26 39 43 
k O 8 6  171 82 9 04 
496.64 397.31 37.76 61.56 - 

4.29438 99578 2.66967 16628 242 45 0 00 

977.05 977 05 
308 54 308 54 

3,707.65 2,567.27 ,-1,140.36 - 
4,993 24 0.00 3.852 86 1,14038 0 00 0 00 

712 95 493 66 21928 
1,789 04 1.789 04 

1.126 75 1,12675 
485 12 485.12 
290 26 

2309 2078 143  0 88 

290.26 

1,611 87 2,079 30 4.427.20 2076 49509 21928 0 88 
10000% 047% 11 16% 495% 0 02% 36 41% 46 97% 

5,05232 2 3 7 1  56500 25025 1.00 I 1,839 47 2.372 89 

9,47952 4449 1.06003 46953 166 3.051 34 4.452 19 

1_1_- 

201 12 
1.025 39 
3.983.47 

275 00 

5,561 .EO 5,581.80 .-- 
24,401 37 1,04027 7.819 13 1,81232 244 33 9,033 14 4.452 19 

10000% 426% 3204% 743% 100% 37 02% 18 25% 

12,610.53 
e,~53.50 

(12.262.30) --.- 
9,201.73 392.26 2,948.59 683.42 92.14 3.406.39 1,678.91 - 

33,603.10 1.432 55 10,767 72 2,495 74 336 46 12.439 52 6,131 10 
963.70 963 70 
(80.90) (60 90) 
750.00 232.43 " 142.57 375.00 

479 03 12,814 52 6,131 10 35,235 90 1,432 55 11,662 95 2,495 74 
(4,015 10) ------ p.011 33) 11,003 76k 

31.220 80 1.432 55 11,682 95 2.495.74 479 03 9 603 20 5,127 33 - - I -.a 
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Schedule 3 

LINE 
NO. __. 

UTILITY RATE 

AlJ-OCATlON OF LOUISVILLE WATER COMPANY ESTIMATED MPRECIATION EXPENSE TO FUNCTlONAL COST COMPONENTS 
YEAR ENDED OECEMBER 31,1996 (IN M U S A N D  DOUARS) 

1)  Land 
2) Land lmprwements and Wildings 
3) Basins and Ground Storage 
4) Standpipes and Eiemted Storage 
5)  
6) buster Pump Equipment 
7) Mlsceilaneous Pump Equiprnd 
6) Sludge D+ Equipment 
9) W t i o n  Equipment 
1D) TramissiCn Mains 
11) Distribution Mains 
12) Meten 
13) SecViC€s 
14) Meter Installations 
15) Fire Hydrants 

High Secvice Pumps and Equipment 

sub-total ;;; Pwcent 
16) Genwal and Othw Equipment 

19) TOTAL 

COMMON TO ALL CUSTOMERZ 
TOTAL. E L N A E D  EXTRA CAPACITY COMMON TO 

DEPREClATlO SERVICE MAXIMUM MAXIMUM ONLY RETAIL 
EXPENSF AREA e DAy - HOUR CUSTOMER CUSTOMERS 

69557 1731 61497 20007 13 46 49 73 
359.24 24875 11049 
16242 4390 73 46 45 06 
20484 1921 126.54 5709 
3493 24 17 6 67 4 09 
48 65 3369 1496 
64 48 64 48 

536 44 371 44 16500 
2,122 63 
1.971.82 1,971 82 

357.76 357 76 
1,302 41 1,302 41 

447 05 447 05 
a09 90 409 90 

1,46976 65287 

8.916.14 104 59 3.011.76 1,200 49 62.63 2,156 95 2.301.72 
10000% 1.17% 3377% 13,46% 0 70% 24.19% 26 71% 
2.092.34 24.54 706.61 261.65 14.69 506.06 556.79 

11,010.48 129.13 3,71637 1,482.14 77.33 2.663.01 2.940.51 

Schedule 3 



Schedule  4 

UTILITY RATE 

ALLOCATION OF ESTlMATED LOUISVILLE WATER COMPANY NET INVESTMENT (1 998) 
INCLUDING WORK-IN-PROGRESS 

(THOUSAND DOLLARS) 

Land 
Lend lrnprovemaf?ts ahd Boildings 
W n s  and Ground S t q e  
Standpipes and Elevated Storage 
High SerricS Pump and Equipment 
Bomtw Pump EquipfttBnt 
M i l l a n e o u s  Pump Equipment 
Sludge Dispo?al Equipmont 
Purification Equipment 
Transmission Mains 
Distribution Mains 
Meten 
Servicw 
Meter lnstallatlons 
Fire Hydrants 

COMMON TO ALL CUSTOMERS 
ELEVATED EXTRA CAPACIN COMMON TO 

ONLY RETAIL 
BASE - DAY CUSTOMER CUSTOMERS 

NET PLANT SERVICE MkXlMUM MAXIMUM 
INVESTMENT AREA _c 

4.827.66 133.83 
34,44956 448.15 
9,866.34 
5,457.51 1.711.29 
6,127.01 543.55 
1,025.46 733.14 
3,510.21 
1,704.07 
18.576.16 
148.269.67 
102,856.67 
2,887.58 
40,176.18 
13,588.90 
16,85421 

2.817.58 
20,410.16 
6,831 -71 
2.321.96 
3,866.13 

181.18 
2,424.56 
1,704.07 

12.862.62 
102,665.77 

889.91 107.15 a79 19 
6,446.36 776.15 6,358.74 
3,034.63 

t ,424.26 
1,717.33 

111.14 
I ,079.65 

5.713.54 
45.603.90 

102,856 67 
2.887.58 

40, 1 76.1 8 
13.588.90 

16.854.21 

Subtotal 410.177.19 3,569.96 156,091.75 64.455.33 2.4ia.w 63.900..59 119,710 8% 
Percent 100.00% 0.87% 38.05% 15.72% 039% 15.58% 29.194 

64.31 1.699.02 3,182.94 10,906.02 94.92 4.150.25 1*714.57 Gon. Plant B Unamortized Capital Charges -.- 
Total Plant 
m e r  Rate Base Itoms (1) 

Sub-total 
Contributions and Gram (2) 

421.083.21 3,664.88 160.242.00 66,199 90 2,483.00 fi5599.61 122.893.82 
9.451 20 I_ 82.26 3,596.63 1,485.85 55.73 1.472.38 2.758.35 

430.534.41 3,747.14 163.838.63 67,685.75 2.538.73 67,071 99 125.652.17 
(132.149.10) (24.j83.29) 61.538.15) (56,427.6, 

Tab1 Net Plant Investment 29a.xs.si 3.747. I 4 139.m.35 67.685.75 2.538.73 15.533.84 69.224.5( 

Annual Return Q 9 58% 28.585.31 35898 13.37898 6.484.30 243 21 1,488.1 4 7.1M.7, 

1. tine 20. 'Other Rate Base Item', includes: Materials - 53,500,000, Prepayments - $250,000, 
and Working Capital - $5.701.200 For a total of $9.451.200. 

2. Line 22, 'Contributions and Grants'. excludes federal government grants of $3,550,900. Schedule 4 
11125/97 



EXHIBIT E 
Schedule 5 

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

Monthly Mlnlmum Usage (1,000 Gal.) 
Buyer's Dally Request (1,000 Gal.) 

Day - 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
I S  
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Totals 

Dally 
Usage 

- (I ,000 Gal.) 
1,500 
1,500 
2,000 
2,000 
3,000 
3,000 
4,000 
4,000 
5,000 
5,000 
6,000 
6,000 
7,000 
7,000 
8,000 
8,000 
9,000 
9,000 

10,000 
10,000 
9,000 
9,000 
8,000 
8,000 
7,000 
7,000 
6,000 
6,000 
5,000 
5,oofl- 

181,000 

Usage Wlthln the Request (1,000 Gal.) 
Multiplied by: Operatlng Expense Component Quotlent (per 1,000 Gal.) 
Operating Expense Component 

Usage Exceeding Request (1,000 Gal.) 
Multlplled by: Seller's Wholesale Rate (per 1,000 Gal.) 
Usage Exceedlng Request Component 

Operatlng Expense Component 
Depreciation Expense Component 
Return on Plant Investment Component 
Usage Exceedlng Request Component 
Customer Cost Component 
Monthly Water Blll 

Monthly Water Blll I Buyer's Usage for Month (1,000 Gal.) 

Monthly Debt Service Cost 

45,000 
2,500 

Usage 
Exceedlng 
Request 

(1,000 Gal.) 
0 
0 
0 
0 

500 
500 

1,500 
1,500 
2,500 
2,500 
3,500 
3,500 
4,500 
4,500 
5,500 
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 
t 0.44028 
6 31,700.16 

109,000 

--. -- 

s 1 .Xi 
B 147,150.00 

$ 31,700.16 
4,146.01 

17,307.99 
147,150.00 

259.00 
$ 200,563.1 6 

s 1.10808 

--- 

5 xxx,xxx.xx 

1018tS8 

Total a xxx,xxx.xx 

BWP-ReserveCapacity-Rate 
Schedule 5 Page I of 1. 



From: ,Joan Malone / THRD4 
To : 
Union Office / ALMD, Tony Gregory 

j THRD4, Tom Cushing / CHFP, 
Steve Hubbs 1 CHFP, Steve Cooper 
/ ALMD, Mike Sturgeon 1 THRD4, 
Kevin Grant / ALMD, Kathy 
Getsinger THRD4, Karla Teasley 
f ALMD, Jim Smith CHFP, Jim 
Brammell / THRD4, Jim Asseff / 
THRD4, Janice Barnette / THRD4, 
Jack Wang / CHFP, Greg Heit-zman / 
THRD4, Ed Chestnut 1 THRD4, Don 
McKay / TNRD4, Bob Miller 1 THRD4 

Subject: Bluegrass Water Project --.----_------_------------------------- 
---NOTE========------------------------ --- _ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ _ _ _ - _ _ _ _  

UNION OFFICE: PLEASE PROVIDE COPY TO 
MARK HARP 

FROM JOHN HUBER: 

Roy Mundy, President of 
Kentucky-American Water Company, called 
to advise the Kentucky-American Board 
approved the water sales agreement Last 
Friday. Herb Miller will. be contacting 
Joe Helm to assure the official 
contract documents to be signed have 
the language in them as agreed upon. 
Once that has been ascertained, 
Kentucky-American will sign the 
documents and forward to the LWC f o r  
signing . 
Kentucky-American had already 
instructed us two weeks ago to begin 
design of the portion of the Bluegrass 
Water Project which would be built 
under the administration of the LWC. 
Kentucky-American still. has many 
approvals to obtain regarding this 
project, including the approval of the 
Public Service commission. The Public 
Service Commission review will be quite 
extensive, and any decision resulting 
from that review will be months away. 

Page: 1 



Printed by Joan Mal.ane / THRD4 11/02/98 8 :  24am 

From: Joan Malone / THRD4 
To : 
Bob Miller THRD4, Greg Heitzrnan 

1 THRD4, Janice Barnette 1 THRD4, 
Karla Teasley 1 ALMD, Steve Hubbs 
1 CHFP 

Subject: fwd: Bluegrass Pipeline 

_-- ---NOTE=============== 9/21/98==2:43pm== 
cc : 
Barbara Crow / THRD4, Vince 

Guenthner / THRD4 

____--_--_-----_----_________________^_ 

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

FROM JOHN HIJBER: 

I had a conversation today with Roy 
Mundy concerning the Bluegrass 
Pipeline. Lexington is continuing with 
voluntary water use restrictions. The 
flow in the Kentucky River has 
diminished to the point the voluntary 
restrictions are necessary. Last week 
they set a new maximum day at 64.7 mgd. 
Their load is dropping and is now in 
the mid 50s.  The advisory on voluntary 
restrictions will continue because 
climatologists advise Kentucky-American 
the current weather patterns will 
likely extend the very dry weather over 
the next couple of months. In the 
Lexington area, they have had light 
rainfall over the past week and a half, 
and last night had some more 
significant rain. 

The draft contract has been forwarded 
to their board with an executive 
summary. Their board has been given a 
period of time to provide any 
additional input. To date, no 
additional comments have been received, 
and the period for input will end 
within the next few days. 

Kentucky-American has requested a 
meeting with the Public Service 
Commission to update them on the status 
of the Bluegrass water project. That 
meeting will occur tomorrow. One of 
the things they will advise the 
Commission on is the status of the 
water sales agreement which they will 
present as a win-win contract. 
Whenever a meeting on a specific topic 
is requested with the PSC, the other 
intervenors in the issue must also be 
advised of the conference and are 
invited to attend. Roy expects the 
Attorney General's office to be at the 
meeting and perhaps some of the other 
intervenors. 

Kentucky-American is undertaking an 
aggressive public relations program 
identifying and explaining the problem 
they are facing and also the solutions 
they see to the problem. 

Kentucky-American is evaluating how and 
when they present the water sales 
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agreemw% e a s t h e  P u b l i c  Service 
Commiss ion .  A t  t h i s  t i m e ,  t h e y  are  
c g n s i d e r i n g  s u b m i t t i n g  t h e  wa te r  sales 
a g r e e m e n t  t o  t h e  PSC i n  a d v a n c e  o f  t h e  
o t h e r  aspects  of t h e  B l u e g r a s s  P i p e l i n e  
p r o j e c t .  They  w i l l  k e e p  u s  a d v i s e d  o f  
t h e i r  p l a n s .  

W e  d i d  n o t  d i s c u s s  o t h e r  top ics .  

cc: F o l l o w u p  f i l e  10/2 f o r  a g e n d a  

Fwd=by:=Karla=Teasley=11/01/98==2:39pm= 
Fwd to :  J o a n  Mafone  / THRD4 

J o a n ,  would  you  a s k  J o h n  t o  c o n s i d e r  
g i v i n g  ELT members a n  u p d a t e  t o  t h i s  
project  s i m i l a r  t-o t h e  a b o v e  e-mail? 
It would  be h e l p f u l .  t o  me. T h a n k s ,  
Karla 

prep . meet ing  

.....................*................. 

Page: 2 



From: J o a n  Malone  / THRD4 
T o  : 
Bob Miller f THRD4, Greg H e i t z m a n  

/ THRD4, J a n i c e  B a r n e t t e  / THRD4, 
Kar l a  T e a s l e y  / ALMR, S t e v e  Hubbs 
f CHFP 

Sub jec t :  B l u e g r a s s  P i p e l i n e  

_-- ---NOTE================================ 
cc : 
Barbara C r o w  f THRD4, V i n c e  

G u e n t h n e r  / THRD4 

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

....................................... 
FROM JOHN HUBER: 

I had  a c o n v e r s a t i o n  t o d a y  w i t h  Roy 
Mundy c o n c e r n i n g  t h e  B l u e g r a s s  
P i p e l i n e .  L e x i n g t o n  is c o n t i n u i n g  w i t h  
v o l u n t a r y  wa te r  u s e  r e s t r i c t i o n s .  The  
f l o w  i n  t h e  K e n t u c k y  R ive r  h a s  
d i m i n i s h e d  t o  t h e  p o i n t  t h e  v o l u n t a r y  
r e s t r i c t i o n s  are n e c e s s a r y .  Las t  week 
t h e y  set a new maximum d a y  a t  64.7 mgd. 
T h e i r  load is d r o p p i n g  a n d  i s  now i n  
t h e  m i d  50s .  The  a d v i s o r y  on v o l u n t a r y  
r e s t r i c t i o n s  w i l l  c o n t i n u e  b e c a u s e  
c l imatologis ts  a d v i s e  ‘Kentucky-American 
t h e  c u r r e n t  weather p a t t e r n s  w i l l  
l i k e l y  e x t e n d  t h e  v e r y  d r y  w e a t h e r  o v e r  
t h e  n e x t  c o u p l e  of months .  I n  t h e  
L e x i n g t o n  area,  t h e y  h a v e  h a d  l i g h t  
r a i n f a l l  over t h e  past  week a n d  a h a l f ,  
and  Last n i g h t  h a d  some more 
s i g n i f i c a n t  r a i n .  

The d r a f t  c o n t r a c t  has b e e n  f o r w a r d e d  
t-o t h e i r  board w i t h  a n  e x e c u t i v e  
summary. T h e i r  board h a s  b e e n  g i v e n  a 
p e r i o d  o f  t i m e  t o  p r o v i d e  any 
a d d i t i o n a l  i n p u t .  To  d a t e ,  n o  
a d d i t i o n a l  comments h a v e  b e e n  received, 
and t h e  p e r i o d  f o r  i n p u t  w i l l  e n d  
w i t h i n  t h e  n e x t  f e w  d a y s .  

Kentucky-Amer ican  h a s  r e q u e s t e d  a 
m e e t i n g  w i t h  t h e  P u b l i c  S e r v i c e  
Commission t o  u p d a t e  them on t h e  s t a t u s  
of t h e  B l u e g r a s s  water project.  T h a t  
m e e t i n g  w i l l  occur  t o m o r r o w .  One o f  
t h e  t h i n g s  t h e y  w i l l  a d v i s e  t h e  
Commission a n  is t h e  s t a t u s  o f  t h e  
w a t e r  sa les  a g r e e m e n t  wh ich  t h e y  w i l l  
p r e s e n t  as  a win-win c o n t r a c t .  
Whenever a m e e t i n g  on a s p e c i f i c  top ic  
is  r e q u e s t e d  w i t h  t h e  PSC, t h e  o t h e r  
i n t e r v e n o r s  i n  t h e  i s s u e  m u s t  a l s o  b e  
a d v i s e d  o f  t h e  c o n f e r e n c e  a n d  are  
i n v i t e d  t o  a t t e n d .  Roy e x p e c t s  t h e  
A t t o r n e y  G e n e r a l ’ s  o f f i c e  t o  be a t  t h e  
m e e t i n g  and  p e r h a p s  some of  t h e  o t h e r  
i n t e r v e n o r s .  

Kentucky-Amer ican  is u n d e r t a k i n g  a n  
a g g r e s s i v e  p u b l i c  r e l a t i o n s  p r o g r a m  
i d e n t i f y i n g  and  e x p l a i n i n g  t h e  problem 
t h e y  a r e  f a c i n g  a n d  a l s o  t h e  s o l u t i o n s  
t h e y  see t o  t h e  problem. 

Kentucky-Amer ican  is e v a l u a t i n g  how and  
when t h e y  p r e s e n t  t h e  water s a l e s  
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Pria’ ted’by Joan Malone / THRD4 9/21/98 2: 25pm 
agreement to the Public Service 
Commission. At this time, they are 
considering submitting the water sales 
agreement to the PSC in advance of the 
other aspects o f  the Bluegrass Pipeline 
project. They will keep 11s advised of 
their plans. 

We did not discuss other topics. 

cc: Followup file 10/2 for agenda 
prep. meeting 

-- 
Page: 2 
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Roy W. M w d y  II 
President 

VIA FACSIMILE &. MAX. 

October 12, I998 

Mr. Job Huber, President 
Louisviile Water Conpmy 
425 South Third Street 
LouisviPle,KY40202 

This is YO follow-up our conversation of rhis p a t  Friday cnnceming the B!uegsass Water Project 
and OUT negotiations with Louisville Water Cvrnpny concerning rhe purchased water agreement. 
Let me first take a moment again to t h k  you and your team for. your fine eEorts in the 
negotiations with Kentucky-Amerkm durnng the last several men!hhs. I realize &at there has 
been il lot of time and effort put into t h i s  process by members of both of our staffs - for that II m 
most zppreciative. 

Our plans are to present the find contract to our Baud of Directors m October 30, I998 fcir their 
final approval, bur because ofthe urgency of the expeditious hwdling of this prcject, I would 
like t o  give Louisville Water Compiiy alrthwimion to proceed &mi with PDR Engineers SO 

that we incry start the design pracess for you portion of the FFojwI. 1 t IS hIpcrr,ltiW ?.hat the 
design work For Lcuisville lh- completed as soon as pssMe as that infonn&tiom will be most 
cdtical in the permitting process with the Corps of Engineers md n x m  irnpostantliy with our 
filing of our certificate case. with the C amnuusion. 

This letter is to serve as that oificid notice to proceed and Kentucky-hierictin Water Company 
will bea  t lme COSTS, absent design costs for the t a k  and booster which are t5c responsibility of 
Louisville Water Cornpiny, I v d l  be out of the 0 5 c e  &is week, houever, if jou llave any 
qucstions, p:ease call Nick Kuwe at 606-238-6334. 

Thanks again, J~hii, for your help in our endeavors. 
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ro: John Nuber 
Louisvjile Water Co 

Ph ne, 

FROM: 

Lexington, K Y 40502 

606-268- 6320 
606-268-6327 

- 
Any problems with recx?iving this fax - 
please contact Pat Rallard at 268-6326 I cc: 

REMARK$: 0 Urgent fj?J Foryourreview 0 ReplyASAP a Please Comment 

"Good news John - 1'11 discuss this with you next week.R 

The infomrstiod contained in this transmission is privileged, confidential and intended only forfhe use of the individttnl or 
d t y  liarnod above. If you have recdvrrrl thiq mminiinicr\ticin in emor, plCMe nvtifi' Konnlcky-American Water Cmpm)' 
imrntdintely by telephone, collect twd return the orlglnal mcssnge to 11s rrl &a nddress show vin L e  US PosCnl Servico. YOU 

- 
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BEFORE THE PUBLIC SkRWCE COMMISSION 

CASE NO. 93434 

The Commission jpitiabd this by Order dated November 19,19993, b 

explom on ~n indepth bnsig the I(enlucky-&nen’oan Water Company’s 

(KenWckyAmerkan”) demand proj 
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p y m e  of thb ease, a5 set forth in th 
soums uf suppb and future demand, 
of Kent u cky-Arner ;can Water 
discowry, two informal mnfs 
Cornrnlssfm &sued an Order o 
of the projections of k n t u  
a 20ne of reasnnablen 
drought of record scenario. Qn the 
Order sfatcad that there 
determine the safe yi 
studies we39 based on different 
variations in their concluslons. Co 
that no definitive conclrr$ion could 
deficit existed. This 0836 W ~ B  th 
results of a new anaiysis of the Ken 
the Kentucky River AuthDrity by the 

'if-"the ewiden 

l3densive testimony and widenw have b d en gmnted  previ~usty in this matter and 

have been furlher supplemented by the 199 Kentuclq River Study and additional 

testimony by the parties in this case, All of the evidence in this caw supports the 

conclusion that the Kentucky River wnnot syqly enough water tcr meet the unmtricted i 
i 

' Transcript of Evidence (7 E"), 
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demands of I<csntuc$(y-hefican's customers during drought condltfans. The 1996 

Kentucky Riwsr Study idenmed basellne tofal annual water supply dMcitrr; for the besin 

mnging from 2.2 ta 8.3 b i h R  gallons. These urns represent the anticipated deficits that . 
would occur under 1994 demand fdre'casts for the 1963 and 2930 drought conditions. 

Future baseline deficits under moderate and high population growth scenarios wera 

pmiected out to the year 2020. Under the high population growth 1 B63 and 1930 drought 

scenarios, projected baseline total annual water supply defki& cauld range as high as 3,8 

and 9.7 billion gallons, respectively." For the 1930 basellne deflclt projection under 1994 

demand ~ondlffPn~, Pool 9 and Kentudcj-Bnnerican mil experience a 3.9 billion gallon total 

annual water supply deficit and an estimated 53-day period durlng which no water wiii be 

available to Kentuckymerican's cu~~rftew.~ A water shortage of this magnitude would 

imped the economic and environmenbl health of the region and tlm entfre Commanweatth. 

Witnesses for both Kentuclcymerican and the Aftomey General found KWRRl's 

. computer-generated model of the Kentucky River to be. an acceptable method of 

deteminipg feSp0n6& to various demand scenerim! Detailed testimony was presented 

by warlous w-hesses mnming the appropriate parameters lo use in WRRl's wrnputer 

model and the resulting computatian of a Water suppb deficit. 

Kentucky-American's wltness, Donald F. Distante, presented D comprahsnske 

redw and discussion ofthe 4996 KcfnOucky River Study and concluded th4t the planning 

Task 111 - Defifiait Analysis, lS96 KWRKI Study, page 42. 

&.,pags27. 

'Testimony, Linda c. Bridwell, page 7; Testimony, DDnBld F. Distante, page 3; 
Testimony, Scot! J, Rubh, page 3., 

-3- 



psrlad defbit should be t-nmMed to reflabt certain aanges in the parameters. Mr. Distzlnb 

proposed tRat the populatlon mmponent be based on the Louisville Data Csnfer's high 

papulation growth estimate kr 2020 and the inclusion of expanded wafer setwice to the 

public, Ha also fadored in a covnplr9akn of the OransmiSdon kxsses from Buckhorn and 

Can Fork =mils, the effect nl walwes inslaled in Locks and Dams 9 thwugh 14, and the 

effect of Kerrtucklr;PtJinericaan's modified withdrawal permit, With these parameter changes, 

Mr. Distante arrived at the total annual wabr supply dacit for Pool 9 as 3.489 billion 

' gallons.~ 

Tnzs Attomsy General's witness, Swtt J. Rubin, characterbreb Kentucky-American's 

demand deflolt projecfion as "worst case assumptions." He alfllles that under drought 

conditions governmental authorities would move to restrict water u6e. Mr. Rubin testified 

that it wag his opinion %at the Kcntuoky River Authority Is the ehtity that is responsible for 

managing the raw water supply on the Kentucky River, Hs assumbs that the Kentucky 

ttDver Authority will do its job dudng the next 25 years. and, if It dam, there \Nil1 be enough 

wfer to meet the unrmtrieted demands of Kentucky-American? The Attorney General's 

pnsEtlon is based on extensive modifications to the Kentucky River which themselves are 

not the subject of this prslceedlng.' 

T.E., pages 89-97. 

?.E, pages 109-111. 
' However, Mr. Rubin acknowledges that KRA has elected notto install cnes't gate3 

at Dams 11 and A 2  The Commission also notes Qat KRA's installation of low Iwef 
ralease valves in Pool 10 may came problems with East Kentucky Power . Cooperative, Inc's Mer inhko system at its Dale Generating station, and that 
agricuRural concerns may inhibi! some of KRA's propared actions. 

4 
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durrartion, and the ptababiri of B drought on the Kentucky Riwer, tho Commission finds that 

a water suppty deficit would exist during an &rems drwght situation. The evidence 

in this cwe provided estimates of lhe Ida1 annual water supply deficit in Pool 9 

ranging from 1 $Be billion gallons l o  8.553 billion gallons for KczniLlcky-AmbTican's planning 

period.' The Commission finds 3,489 bllllan gallons to ba a reasonable estimate of the 

magnitude of KentucKy-Amerimn's total annual water supply deficit for the planning hor'aon 

through the year 2020, 

A motydbi1-W for SUDPIV 

The issues raised in thb C ~ S B  re$o!ve themselves lnta essenthlly whose 

. responsiblllty Is It to address the deficit? While testimony was; presented that demand 

msnagment and cownration could reduce thetotal customer demand and pos6ikdy slow 

the anticipartgd growth in future oustorner demand, demand management alone Will not be 

sMicienl to meet either a 1830 DF 1953 drought situation. The evidence before this 

Cornmission i n d i m  %at additlonal sleps must be taken and financial resources will have 

to be mrnrnitted to develop an adequate and reliable source of water supply, not only far 
' 

the cu&omers of Kmtucky-Amen'can, but for all the oitlmens sewed by the Kentucky Riwer. 

The evidence further indicates that the net effect of the Kentucky Rivw Authority's 

prop~sed a M i ! s ,  if implemented, wli be hsuflldent. Anything Kentucky-American does 

whlch affects its withdraulralfi from the Kentucky River during such an ocr;urrence also 

aflfeck the drought's impact on others lhat depend on ths Kentucky River as a S D U ~ C ~  of 

e Task 111, Deficit Analysis; '1996 W R I  Sfuldy. page 34. 

-5- 
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water. ne responsibility to develop an adsquate and r@liable source of W a b r  suppfy for 

Kaantucky-Amerloan's cusltnmets is the direct obhgation af Kentucky-American its#.' The 

reapbhsibility for developing watershed management and drought response planning for 

the entire KenrUcky River Basin resides by statute with the Kmtucky River 

The Commission considprs these responsibilities io  be not only compatible, but 

complimentary. Far the CommonwealUl h., ~ucaessfi~1~~ survive a catasbophe as serlous 

as the reoccurrence the 1930 drought of record will wquire the highest degree of 

coaperetive effort from all agencies, organizattons. and individuals. 

IT IS THEREFORE ORDERED that Kentucky-American shall take the necessary 

and eppropriate measures to obtain ~ourms of supply so that the quantity and quality of 

water delivered to Its dlstfibution Bystem shrrll be sufficient la  m-iRqriati?ly, depend 

safely supply the total reasonable requirements of its customers under maximum 

consermption through the year 2020. 

Done at Fmnkfort, Kentucky, this 21st day o f  nugust, 1997. 

By the rnmmission 

ATTEST: 

T O T f L  P.07 



From: Joan Malone / TURD4 
To : 
Bob Miller / THRD4, Greg Heitzman 

Subject : 
Engineering Costs Associated 

/ THRD4 

with Proposed KY-American 
Pipe1 ine 

-------------------c------------------- 

---NOTE==-----------_----_------------- --- ______-__--_---_____---------- 
cc : 
Steve Hubbs / CWFP, Karla Teasley 

I ALMD 
......................................e 

FROM JOHN HIJBER : 

I received a call Friday afternoon 
advising we would soon be receiving a 
letter from KY-American advising they 
will now begin reimbursing the LWC for 
cos ts  associated with the pipeline 
design. 

A copy of the letter will be provided 
as soon as it is received. 

Page: 1 



Printed by John Huber / THRD4 3 / Q6/ 98 3:26pm 

Greg 
To : 

--,L-------- 
--- --- NOTE=========== 
CC : 
Barbara Crow / THRI)4, Karla 

John: Mr. Quesenberry called to day to 
say that he will be at the special 
meeting on March 10th. He has 2 
questions: 

* What is the political situation in 
Lexington and along the pipeline 
corridor regarding this project? 

* What ie the impetus for the current 
urgency by KAWC on this project? In 
other words, what is driving this - a 
political supporter's pending 
retirement, the departure of an 
oppanent, etc? 

Greg and Vince: Please foward your 
thoughts to John on this. 

Karla and Barbara: For your 
infarmation. 

Fwd=by:=Vince=Guenthn=3/06/98==1:36pm== 
Fwd to: John Huber / TURD4 
cc : 
Barbara Crow / THRD4, Bob Miller / 

THRD4, Greg Heitzman / THRD4, 
Karla Teasley / ALMD 

Teasley / ALMD ....................................... 

....................................... 
I'm not sure whats driving the timing 
other than this is KY American's top 
priority and their doing what they can 
to make it happen .... As far as the 
political nature of the corridor, I'd 
say its VERY sensitive . 
When I was at the KRWA Annual Meeting 
in sept. I heard several negative 
comments from Water Districts along the 
pipeline. They don't trust KY American 
and they are leary of the two largest 
Utilities in the state partnering on 
this regional project. 

In Frankfort, I haven't heard a lot of 
comments but the 2-3 I've heard are 
negative. They haven't been direct 
comments from any particular legislator 
just comments through others like Gary 
Larimore or LRC staff. 

Page: 1 



Printed by Joan Malone / THRD4 3/10/98 8:23am 

Frum: Karen Willis / THRD 
To: Joan Malone / THRD4 
Subject: Please forward to John... 

---NOTE--------------- --- --------------- 3/09/98==5:16pm== 
cc: Greg Heitzman / THRD4 

I have completed a high level estimate 
for engineering services for the 
portion of the Ky-American project 
within Jefferson County. The estimate 
breaks down to the following 
companents: 

Survey/esmt acqu: $155,000 
Drafting : $145,000 
Engineering: $330,000 
Inspection: $259 , 000 
Total : $889 , 000 
or approximately 8% of the total 
project cost. 

-____ 
----_-_-------c------------------------ 

____--.--------------------------------- 

..................*.................... 

Page: 1 
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2300 Richmond Road Lexington, Kentucky 40502 
(606) 268-6320 Fax (606) 268-6327 

\ 

Roy W. Mundy II 
President 

February 20, 1998 

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

E: Kentucky-American Water Company 
Louisville Water Company Agreement 

Dear John: 

The purpose of this letter is to memorialize an agreernent 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 Kentncky-American's Bluegrass Water Supply Project. 

We are in the final stages of completing a proposed agreement between Kentucky-American and 
Louisville Water Company wherein Louisville Water Company will supply potable water to Kentucky- 
American at a point near 1-60 just east of the intersection of the Jefferson County - Shelby County line. 
In order to supply this volume of water it will be necessary for L,ouisville 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 
design nf its faci!ities which xe ;i part of thc Bfuegiass Water Supply I'rojwt. It will be ilsvzxary for 
the Water Purchase Agreement to contain a provision that it will be binding only when Kentucky- 
American has obtained a final, non-appealable Order from the Public Service Commission in the form 
of a Certificate of Convenience and Necessity authorizing the construction of the Bluegrass Water 

Supply Pipeline. 1 

As a part of the application for the Certificate of Convenience and Necessity, Kentucky-American is 
required to include a description of the manner in which the facilities will be constructed. Kentucky- 
American would be unable to meet this regulatory requirement. if Louisville Water Company was n o t . .  
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 wifl be noted in the Water Purchase Agreement. 

... . -. - . ... . . .. . . 

Copies to: G. Heitzman, L. Hollis, S. Hubbs, B. Miller, K. Teasley 
2/24/98 



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 L,ouisville 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 will use 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, from 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 selection of a design contractor for your facilities, and that 
approval shall not be unreasonably withheld. 

I want to personally thank you for the cooperation which has existed between the representatives of 
Louisville Water Company and Kentucky-American. Any questions, concerns or issues about our 
future relationship should be directed to Herb Miller (legal), Coleman Rush (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 1,ouisville Water Company. IJpon 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. I 

Very truly yours, 
/-- 

President' 

3 12kC:\WorkU,WI~WC\bIuegrass003 huber.ltr 



Printed by John Huber / THRD4 4/16/98 12:58pm 
________.__---------______________.__I__- 

From: Karen Willis / THRD 

Greg Hectzman / THRD4, Jim 

Subject: Ky-American Project 

--- _-_NOTE=============== 4/16/98=12:05pm== 
American Water Works just called and 
they are officially awarding the 
engineering/design of the Lou-Lexington 
pipeline to Gannett-Fleming and PDR 
(Louisville office). Ray Eilenberg 
with the Louisville PDR office will be 
their contact. 

To : d 
Brammell / THRD, John Huber / 
THRD4 

___---__--------_---_________c_I_______ 

Page: 1 



! LOTJISVILLE WATER COTvlPANY 
4 3 5  S O U T H  T H I R D  S T R E E T  * L O U I S V I L L E  K E N T L J C K Y  4 0 2 0 2  

TEL 5 0 2 - 5 6 9 - 3 6 0 0  FAX 5 0 2 - 5 8 5 - 2 8 0 6  
JOHN L. HUBGR 

PRESIDENT 

May 6,1998 

Board of Water Works 
Louisville, KY 

Dear Directors: 

RE: Bluegrass Pipeline Project 

We met yesterday for most of the day with Kentucky-American Water Company to negotiate 
aspects of a water sales agreement. There are two primary issues in the contract negotiations: 

Point of Delivery 

Original discussions called for the water sale to occur at the Oldham County-Shelby County line, 
with the Louisville Water Company owning the facilities in Jefferson County, and Kentucky- 
American owning the facilities from that point eastward. We have been exploring the possibility 
of moving the point of sale eastward to either Simpsonville or Kentucky Highway 55 at 
Shelbyville. Selling the water at a point farther east will, of course, involve our ownership of the 
pipeline to the paint of delivery. Yesterday we discussed a basis for our ownership of the 
pipeline into Shelby County. We are currently evaluating various cost scenarios and the 
advantages and disadvantages of ownership of the pipeline into Shelby County. 

Water Rates and Reserve Capacity 

Two water rate options have been provided to Kentucky-American. One would be our standard 
contract for wholesaling water. The other is a special rate, which involves Kentucky-American 
paying for a reserved amount of plant capacity plus a commodity charge for producing the 
water. The latter rate concept also includes a "take-or-pay" contract. A key part of the second 
concept involves reserving a certain amount of system capacity for Kentucky-American. The 
amount of capacity reserved for them and the rate for taking water in the event the reserve 
capacity is exceeded are the primary items under discussion. 

We will go into closed session at our meeting next Tuesday to review the status of our 
negotiations. It may be necessary in the coming weeks to schedule a special meeting to 
discuss a water sales agreement with Kentucky-American. 

Sincerely, 

'. ..+= <.L,' 

/7 
./John L. Huber 

President 

. / )  i 

jcm 

cc: Mr. Larry Lenahan, Mr. Gregory Heitzman, Mr. Joseph Helm, Mr. Robert Miller 

An Equal Opportunity Employer 



BROWN~ODD 
GJEIEYBURN PILC 

Joseph B. Helm 

Dirccr Dial (502) 568-02 19 
E Mail: Joseph@L.ou.bth-pllc corn 

400 West Marker Street 
3Lnd Floor 
huisvil le,  KY 40202-3363 

Facsimile (502) 581-1087 
www-bth-pllc.com 

(502) 589-5400 

Lexington Office 
2700 Lexington Financial Center 
Lexington, KY 40507-1749 
(606) 231..oooO 
Facsimile (606) 231.0011 

Northern Kentucky Oilice 
50 East RivcrCrnter hulrvard 
Suite 1500 
Covington, KY 4101 1 

Facsimile (606) 431-2191 

Indiana Office 
I20 West Spring Street. Suite 400 
New Albany, 1N 47150 
(812) 948-2800 
Facsimile (812) 948-7994 

Nashville Office 
315 Deaderick Strcet,Suite 27.22 
Nashville, TN 37238 
(615) 770-4100 
Facsimile (615) 770-4108 

(606) 431 -5550 

Mr. Herb Miller 
General Counsel 
Kentucky-American Water Company 
2300 Richmond Road 
Lexington, KY 40502 

October 8, 1998 

Via UPS 

Re. Water Supply Agreement, Exhibits and Schedrrles Thereto 

Dear Herb: 

Enclosed in duplicate is, perhaps, the final draft of the proposed Water Supply 
Agreement, the only change being made from that document faxed to you and others 
on September 28th where the word "regular" previously contained in paragraph 
number 4 of Exhibit B has been deleted so that reference is made to "Seller's 
Wholesale Rate" (not Seller's regular Wholesale Rate) Everything else remains 
unchanged. In addition, I have attached clean copies of Schedules 1.2,  3 ,  4 and 5 to 
Exhibit B [with the change discussed today over the telephone in Schedule 1 (one 6 
inch meter, instead 1-6 inch meter)], Exhibit A ( the plat showing the routing), and 
Schedule A (a Projected Debt Amortization Schedule) 

Assuming no further changes from either party, the document is complete and 
ready for the signatures of Kentucky American and the Louisville Water Company 

Enclosures J&eph B. Helm 
copy to Mr Gregory C Heitzman (w/ enclosures) 

Mr. Robert Miller (w/ enclosures) 
Lindsey W Ingram, Esq (w/ enclosures) 

UTl.D2075:015 jrc 
F \USERS\015UWC\h.IILLERII LTt 
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WATER SUPPLY AGREEMENT 

THIS WATER SUPPLY AGREEMENT, dated as of this day of > 

1998, between 

LOTXSVILLE WATER COMPANY, 
550 South Third Street 
Louisville, Kentucky 40202 

and 

KENTUCKY-AMEMCAN WATER COMPANY, 
2300 Richmond Road 
Lexington, Kentucky 40502 

(‘IS eller ”) 

(“Buyer”) 

REXI TAL, S 

A 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 IO 
of the Kentucky Revised Statutes and is statutorily permitted to sell water to customers taking 
service in Jefferson, Oldham, Shelby, Spencer, Bullitt and Hardin Counties, Kentucky 

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 Oldham, Shelby, Spencer, and Builitt Counties, including, among 
others, wholesale service to West Shelby Water District, North Shelby Water District and the City 
of Taylorsville; 

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

D. Buyer, a Kentucky corporation, engages in the manufacture of water for sale and 
service to customers in the counties of Fayette, Bourbon, Clark, Harrison, 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, TEREFORE, in consideration of the mutual covenants and conditions herein 
contained, the parties agree as follows 



i DEFINITIONS. In this Agreement, these terms have the meanings indicated below. 

(a) Project Facilities: Fixtures, equipment, water transmission mains, metering 
equipment, vaults, storage facility, pipes, pump station, and other improvements and facilities 
designed and to be constructed to Seller's specifications and approved by Buyer to be used for 
delivery of Service under this Agreement together with easements and other rea1 property rights 
acquired with respect thereto. Such facilities shall be owned by the Seller 

(b) Point of Delivew. 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 55. 

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

2. DESIGN OF PROJECT FAClLITIES: 

(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 within the 
framework set forth immediately below. To the extent this Agreement is not executed by August 
1, 1998, then the design completion date shall be extended by the time subsequent to August 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 36-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 
minimum capacity of 1 0 million gallons situated along the 36-inch transmission main in Shelby 
County west of the Point of Delivery Attached, designated EXHIBIT Ai is a plat indicating the 
general location and route ofthe Project Facilities Any subsequent change in the desigdroute which, 
individually or in the aggregate, increases the costs of the construction or operation of the Project 
Facilities to be paid by Buyer 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 he  h l ly  
completed in a form and substance satisfactory to Buyer prior to Buyer's application to the Kentucky 
Public Service Commission (the "PSC") for a Certificate of Convenience and Necessity 
Consequently, the date of completion for such design shall not be later than December 1, 1998, time 
being of the essence 

2 



(d) Also, on or before December 1, 1998 Seller will provide Buyer with its 
estimated cost of the portion of the Project Facilities for which Buyer is agreeing to pay as 
hereinafrer provided and an estimate of the cost of the remaining (Seller's) portion 

3 PROPERTY ACQUISITION. Upon receipt by the Seller of Buyer's written 
instructions and within the 1imitations.of such, Seller wiII 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 will 
not file condemnation actions without Buyer's direction to do so. 

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

5 -.... CONSTRUCTION OF PROECT FACILITIES: 

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

(b) Seller, using a professional engineering firm, registered in Kentucky, will 
supervise the construction of the Project Facilities and will complete same to the Point of Delivery 
no later than eighteen months from the date Seller receives the initial written instructions, set forth 
in Section 5(a), inimediately above, time being of the essence The completion of construction of 
the Project Facilities with water service being available at the Point of Delivery is referred to as the 
"Construction Completion Date" 

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

6 PROJECT FACILlTlES' 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 limited, to the following 
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Consulting Engineering Services Bid Publication 
Easement and other Property Rights 
Easement Acquisition Agent Materials 
R.ecording 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 Construction Administration 

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

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

7 INVOICING AND PAYMENT OF BWJS 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 
from the proceeds ofissuance of tax-free or taxable revenue bonds, contemplated under Sections 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, including its financing costs, to the 
extent permitted under the terms of the bond issue, otherwise such reimbursement is to be made by 
Buyer in accordance with Section 8(c), below. 

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

(c )  Construction costs, unless paid directly from bond financing proceeds, will 
be invoiced by Seller to Buyer as incurred with Buyer to be responsible for providing finds to Seller 
in advance of any construction contract payment deadline relating to progress 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 in full  within 30 days of receipt of Seller's 
invoice. 

(e) Buyer reserves the right to dispute costs it deems to be unreasonable but 
agrees that it will indemnifj Seller and hold it harmless for any judgments, settlements, legal fees 
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and other costs incurred by Seller as a result of Buyer's refisal to pay Seller with respect to a third 
party claim. 

8 FINANCING OF BUYERS SHARE OF COSTS OF PROJECT FACILITIES 

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

(a) By reimbursing Seller for its costs, including, but not limited to, debt service 
and issuance costs, through the issuance of tax-free, municipal revenue bonds by the Seller, the 
proceeds of which are to be used to pay or to reimburse Seller for the Project Facilities' costs, to the 
extent such costs are eligible for reimbursement from bond proceeds, it being understood that the 
contemplated bonds will be sold on a competitive bid basis and the bid award will be made by Seller 
only after consultation with Buyer. Attached hereto and designated Schedule A is a Projected Debt 
Amortization Schedule which assumes a $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 option, the proceeds ofwhich are 
to be used to pay or to reimburse Seller for the cost of the Project Facilities, it being understood that 
the Contemplated bonds, if issued by Seller, will be sold on a competitive bid basis with the winning 
bid to be awarded by Seller only after 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 financing is to be pursued and to be in an amount equal to the sum of all amounts previously 
incurred by Seller including those financed pursuant to Section 7(a), above, plus the financing cost 
there of^ The provisions of this subsection also shall be applicable to invoices from Seller that are 
Iater determined to be ineligible for reimbursement from bond proceeds 

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

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

(f) The parties understand and agree that the pledge securing the proposed 
revenue bonds will be Buyer's promise to pay the debt service thereon Buyer agrees to cooperate 
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with Seller in good faith in preparing for and marketing the bond issue, including, but not limited 
to, the meeting of all disclosure requirements.. 

9 SERVICE AT T E  POINT OF DELIVERY 

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

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

(c) Rate of Flow Demand. While Buyer is reserving up to 23 million gallons per 
day of Seller's production capacity, its requirements will be, as presently contemplated, substantially 
less than that during much of the duration of this Agreement Such is recognized in Exhibit B, 
referenced in Section 1 1, setting forth the parties' rate arrangements Nevertheless, Buyer may at any 
time and from time to time be in need of 23 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 Seller's operations will not be adversely affected by a sudden, 
out of the ordinary demand on its production and transmission facilities With such in mind, the 
parties pledge to each other open communications, from the Buyer to the Seller of any operational 
situations that may cause it to significantly increase its water needs in the near fbture, i e 
plant/equipment outage, drought predictions, etc , and from Seller to Buyer of Seller's operational 
situations that might adverseIy affect Seller's ability to immediately respond to any sudden need of 
BuyeI for a significant increase in volume of water at the Point of Delivery, i.e plant/equipment 
outages, planned and unplanned, and other factors that might affect its ability to deliver water 
Regardless, Seller agrees to supply Buyer's demands, as same may be altered from time to time, and 
with reference to any sudden significant demand increase, as soon as possible after notification by 
Buyer, barring 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 called upon, is unable to 
provide Buyer with Service under the terms of this Agreement for reasons beyond Seller's control, 
Seller shall use its best efforts to restore the Service to the quality, rate of flow 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 apply to the 
Buyer in the same manner as applied by Seller to other customers 
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10 METERTNG 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 delivered to Buyer and to test such metering 
equipment whenever requested by Buyer but no more frequently than once every six months with 
the results of such tests provided to Buyer Buyer may require Seller to conduct tests more often 
than every six months, but at its own expense. A meter registering between 98.5% and 101 5% of 
the actual flow shall be deemed to be accurate Previous readings of any meter disclosed by test to 
be inaccurate shall be corrected for three months previous to such test in accordance with the 
percentage of inaccuracy found by such test If any meter fails to register for any period, the amount 
of water 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 and reading such metering facilities. 

11 RATES AND PAYMENT: 

(a> Buyer shall pay Seller for the Service as determined by the methodology set 
forth in Exhibit B, attached hereto and incorporated herein, Buyer agreeing that the rate-making 
methodology contained therein is reasonable for 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 time. 

(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 partial month on each 
invoice remaining unpaid. Buyer shall have the option of paying such monthly invoices by 
automatic bank drafts. 

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

13 RIGHT TO INCREASE DELIWRY CAPACITY OF PROJECT FACILITIES 

(a) Recognizing that the Project Facilities being financed by Buyer will have a 
delivery capacity of 23 million gallons of water per day and firther recognizing that the Seller 
financed additions thereto of a pumping station, a Shelby County storage facility and main upsizing 
will make the Project Facilities expandable to 3.5 inillion gallons per day, Seller hereby agrees to give 
Buyer the right, and the right of first refusal, to acquire up to all of the additional I2 million gallons 
per day capacity on the following terms and conditions 
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(i) When Seller receives a bona fide, acceptable proposal to sell water 
service from or through the Project Facilities, it will notify Buyer in writing who will have 60 days 
to exercise its right of first rehsal for the acquisition of the capacity contemplated in such proposal 
If Buyer chooses to acquire the additional capacity offered, or on its own volition to acquire 
additional available capacity, it will be obligated as follows 

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

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

(iv) To an increase in its Exhibit B capacity Request in an amount equal 
to the increased daily capacity being acquired, effective at the time that the Seller has made the 
increase available at the Point of Delivery, it being understood that Seller will make such increased 
capacity available no later than 12 months from the date of exercise of the right 

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

(b) TJpon Buyer's exercise of its rights set forth above in this Section 13, Seller 
will consider, at Buyer's request, issuance of Seller's debt instrurnent(s) to finance Buyer's obligations 
under subsection (a)($ and (iii), 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 notify 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 notify Buyer of any 
condition or situation, which would adversely affect the quality, quantity or pressure of the water at 
the Point of Delivery 

16 TERM AND EXTENSIONS. The term of this Agreement shall begin on the date 
it is executed by both parties hereto and shall terminate SO years after the date Service is initiated 
The parties shall execute an addendum showing the date Service is initiated and the termination date 
SO years later One year prior to the termination date the parties hereto shall begin to negotiate in 
good faith an extension of this Agreement with due and proper consideration for the principles and 
concepts contained herein, being mindhl  that the parties are hopehl that their relationship, created 
herein, will be one of mutual benefit and respect that will last longer than the initial SO year term 
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17 BUYER'S REPRESENTATION AND WARRANTY. 

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

18. SELLERS REPRESENTATION 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 TERJMINATION. 

(a) 
t.he event of 

Agreement 

(b) 
event of 

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

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

(2) 

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

Revocation of Seller's authority to do business 

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

(2) Buyer's failure to receive after five or more years from the date ofthis 
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) R.epeated failure of Buyer to pay on a timely basis its debt service 
obligations to Seller, time being of the essence in that regard. 

(5) Revocation of Buyer's authority to do business 

20 MISCELLANEOUS PUVISIONS" 

(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, from the PSC 
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in the form of a Certificate of Convenience and Necessity for the facilities to be constructed pursuant 
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 ofthe parties hereto. 

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

(e) Buyer reserves the right to develop and use other water supply sources and 
may obtain water from 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 performarice standards 

(g) This Agreement may be amended at any timeby 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 hrnish Seller with a duly executed "Resale 
Certificate" or such other documentation as the parties deem appropriate 

('j) Seller agrees, subject to its right hereby reserved to self-insure itselfup to the 
first Two Million Dollars in liability, to carry public liability insurance in the minimum amount of 
Ten Million Dollars per occurrence during the term of this Agreement 
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IN WITNESS WHEREOF, the parties have set forth their hand the day and year first above 
written 

BUYER. SELLER 

Kentucky-American Water Company L,ouisviiIe Water Company 

BY. __ By --- 
Roy W. Mundy, I1 John L. Huber 

President President 

Date: Date 

Attest: Attest. --__ 
Name. __ Name: 
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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 $ 

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 $ 

846,758 $ 

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 $ 
22,035 $ 
18,126 $ 
13,983 $ 
9,591 $ 
4,935 $ 

Principal 

27,185 $ 
28,816 $ 
30,545 $ 
32,377 $ 
34,320 $ 
36,379 $ 
38,562 $ 

43,328 $ 
45,928 $ 

51,604 $ 
54,701 $ 
57,983 $ 
61,462 $ 
65,149 $ 
69,058 $ 
73,202 $ 
77,594 $ 

40,876 $ 

48,683 $ 

Ending 
Balance 

972,815 
944,000 
91 3,455 
881,078 
846,758 
810,379 
771,817 
730,942 
687,614 
641,686 
593,002 
54 I ,398 
486,697 
428,715 
367,253 
302,104 
233,045 
159,843 
82,249 

82,250 $ (0) 



WATER SIRPLY AGREEWENT 

EXHIBIT B 

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 of water, and Seller presently having production capacity available and being 
asked to commit to Buyer more capacity than Buyer plans to use for a number of years, the parties 
have developed the rate arrangements set forth below. 

1 Buyer's Capacity Request. On or before July 1 of each calendar year, beginning with 
the year preceding the first full calendar year of Service, Buyer will notify Seller in writing of its 
capacity request (the "Request") for the succeeding calendar year, which Request may be any number 
between 2.5 million gallons per day and 23 million gallons per day, provided, however, Buyer's 
Request, beginning in the sixth full calendar year of service must be at least 5 million gallons per 
day Buyer's Request for the first partial calendar year of service delivered under this Agreement, 
assuming the initial Service commences after January 1 of any calendar year and the first full 
calendar year is set at 2.5 million gallons per day unless such amount is raised on a timely basis by 
Buyer Subsequent Requests for the next four full calendar years will not be less than 3 million 
gallons per day for the second full calendar year, 3 5 million gallons per day for the third, 4 million 
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 

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

(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 comnion 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 from time to time, currently contained in Section 6.02.1 of Seller's rate 
schedule, applied to the number and size of meters installed at Buyer's request. 



3 .  Minimum Usage Minimum usage of water during the first hi1 calendar 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 "Nonirrgation Months") 36 million gallons per month 
and for the months of May through October (the "Irrigation Months") 54 million gallons per month. 
Buyer will be billed for such minimurn usage if same is not consumed by it During the second full 
calendar year, the minimum usage for the Nonirrgation Months shall be 38 4 milIion 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 fourth full 
calendar year, the minimum usage for water during the Nonirrgation Months shall be 43 2 million 
gallons per month and for the Irrigation months, 64 8 million gallons per month. During the 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 remaining months of the Agreement the minimum usage shall be 54 0 million 
gallons per month for the Nonirrgation months and 66 million per month for the Irrigation 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 Exceeding 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.  Emergency 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 flushing, Seller agrees to equitably adjust Buyer's Service billing with respect 
to such emergency. 

6. Supporting 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 of 2.5 
million gallons per day is in effect and making references to schedules found in "Seller's 1997 Rate 
Study for 1998 I' 

(b) Schedule 2, relating to the Operating Expense Component 

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

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

(e) Schedule 5 ,  entitled Calculation of Monthly Water Bill Example 
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7 Seller's Production Capacity As shown in Schedule 1 ,  attached, Seller's present daily 
production capacity has been determined to be 240,000,000 gallons, based upon data contained in 
Seller's 1995-20 15 Facilities Plan, prepared by CH2M Hill a nationally recognized independent 
consulting engineering firm Seller agrees to have its production capacity reviewed and redetermined 
at least every five years during the term of this Agreement by a nationally recognized independent 
consulting engineering firm and the redetermination used in Exhibit 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 contained in the attached Schedules are based upon 
Seller's 1997 Rate Study For FY 1998, using Seller's historical and current financial and operational 
records, such financial records being prepared in accordance with generally accepted accounting 
principles, audited annually by a reputable certificated public accounting firm and constitute the 
same figuresused by Seller in preparing its 1998 budget, approved by the Board ofwater Works and 
submitted to Seller's bondholder trustee, an annual exercise. Annual rate revisions will be performed 
using Seller's budget figures. 
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EXHIBIT B 
Schedule I 

LWC - KAWC WATER SUPPLY AGREEMENT 
Calculation of Rate Components 

Request (1,000 Gal.) 
Dlvlded by: LWC Production Capacity (1,000 Gal.) 

Request I Production Capacity Quotient 

CALCULATION OF OPERATING EXPENSE COMPONENT 

Net Operating Expenses 
Less: Common to Retail Customer Costs 

Customer Costs 

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

Operating Cost 
Dlvlded by: LWC's Annual System Sales (1,000 Gal.) Utility Rate Schedule 1; Column 3; Line 4. 

Operating Expense Component Quotient (per 1,000 Gal.) 

CALCULATION OF DEPRECIATION EXPENSE COMPONENT 

Depreciation Expense 
Less: Common to Retall Customer Costs 

Utillty Rate Schedule 3; Column 1; Llne 19. 
Utlllty Rate Schedule 3; Column 7; Line 19. 
Utility Rate Schedule 3; Column 6; Llne 19. 
Utility Rate Schedule 3. 

Customer Costs 
Depreciation - Plant Funded by CIAC 

Depreciation Cost 
Multiplled by: Request I Production Capacity Quotient 
Annual Depreciation Expense Component 
Dlvlded by: 12-Months 
Monthly Depreciation Expense Component 

CALCULATION OF RETURN ON PLANT INVESTMENT COMPONENT 

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

Customer Costs 
Net Return on Plant investment 
Multiplled by: Request I Productlon Capacity Quotient 
Annual Return on Plant Investment Component 
Dlvlded by: 12-Months 
Monthly Return on Plant Investment Component 

Utility Rate Schedule 4; Column 1; Line 24. 
UUlity Rate Schedule 4; Column 7; Llne 24. 
Utility Rate Schedule 4; Column 6; Line 24. 

CUSTOMER COST COMPONENT 

Example based on one 6" meter 

USAGE EXCEEDING REQUEST COMPONENT 

Usage of water during any 24 hour period In excess of KAWC's 
Request will result In a charge to KAWC, with respect to excess 
consumption, of LWC's Wholesale Rate Including Its Elevated 
Service Area Surcharge. 

1018198 

2,500 
240,000 

1.042% 

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

L 16,290,270 
37,000,000 

a 0.44028 

t 11,010,480 
(2,940,510) 
(2,663,010) 

(632,290) 
a 4,774,670 

1.042% 
t 49,752.06 
- 

12 
4,146.01 a 

1.042% 
t 207,695.92 

12 
s 17.307.99 

t 259.00 

5 1.35 

COMPUTATION OF TOTAL WATER BILL 

The monthly water bill will be the sum of the following charges: operating expense component; depreciation expense component; return on plant 
investment component; customer cost component; and the usage exceeding request component. 

BWPReserveCspacity-Rate 
Schedule ? Page I of I. 



E X H I B I T  B 

Schedule 2 

LINE 
.___ NO. 

ALLOCATION OF LO(J1SVILCE WATER COMPANY ESTlMAED NET OPERATING EXPENSE TO FUNCTIONAL COST COMPONENTS 
YEAR ENDED DECEMBER 31,1998 (IN THOUSAND COLLARS) 

COMMON TO ALL CUSTOMERS 
NET ELEVATED EXTRA CAPACITY COMMON TO 

OPERATING SERVICE MAXIMUM MAXIMUM ONLY RRAIL 
W E N S 6  BASE HOUR CVSTOMER CtrS70ME~s 

52 44 3631 1613 1) SOURCE OF SUPPLY 

2) W E R  AND FUMPING 

Zom Station, Other 
Crescent Hill Station. P m  

6) Crescent Hill Station, OVIW 
7) 5 E Payne Station, Raw Water. P m  
8) 5 E. Pape Sfdon, Raw Water, othw 
9) B E Paym? Sa. Finished Water, Pwm 
10) B E. pavne Sa., nnished Watec, Other 
11) W i n g  Pumping, Power 
12) W i n g  Pumping. Other 

13) Total Pwer and Pumping 

3) Zomstatl0n.PM 

14) WRlFlCATlON 
15) Chemicals, B E. Payne 
16) Chemicals, Cresoent Hill 
17) Purification. Other 

18) Total Purification 

37) 
38) 

TRANSMISSION AND OlSTRi5UTlON 
Transmission Mains 
Cistribution Mains 
Distribution Storage, R e s  & Tanks 
SerViCeS 
Meters 
Hydrants 

Transmisson & Distribution Subtotal 
P m t  

General Transmission and Distribuliin 

Total Transmission and Distribution 

CUSTOMER ACCOIJNTS AND SERVICE 
SuptKviSion 
Meter Reading 
Customer Reoords 
Uncollected Amounts 
Mismilaneous Customer ACcWnls 

Total Customer A w n t s  B Service 

Subtotal 
Percent 

866 07 
427 14 
743 19 
434.68 
113 9% 
178 51 
645 90 
207.41 
180 86 
496 64 

4,294 38 

866 07 
29576 131 38 
743 19 
269 42 165 26 
113 98 
12361 5491 

32295 32295 
103 70 64 28 39 43 
171 82 9 04 
397.31 61 56 37.76 

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 24 000 3,85286 1,14038 0 00 0 00 

712 95 49366 21928 
1,789 04 1,789 04 

1.126 75 1.126 75 
485 12 485 12 
290 26 

2309 2078 143 0 88 

290 26 

4.42720 2078 49509 21926 0 88 1.61 1.87 2,079 30 
10000% 047% 11 18% 495% 0 02% 36 41% 46 97% 

5,05232 23 71 56500 25025 1 00 1.839 47 2.372 89 

9,47952 44 49 1.06009 46953 1 88 3.451 34 4,452 19 

-- -- I 

201 12 
1.025 39 
3.983 47 

275 00 
96 E2 -~ - 

5.581 80 5,581.80 
I__ 

24,401 37 1,040 27 7,819.13 1.812.32 244 33 9,033 14 4,452 19 
10000% 426% 3204% 743% 100% 37 02% 18 25% 

ADMINISTRATIVE AND GENERAL 
Administmljve and Genwal 12,610 53 
L a b  Related Ovefiead 8,853 50 
L e s s :  Operating Expenses Applied (12.262.30) .--- 
Total Administrative and General 

Total 
Free Water in ciw of Taxes 
Amorfeatjon 
Retirement of Assets 

48) Total Opernting Expenses 
49) Other Operating lncorne 

50) Net Operating Expense 

9,201.73 392.28 2,948.59 683.42 92.14 3,406.39 1,678.91 

33,603.10 1,432 55 10.767 72 2,495 74 336 46 12.439 52 6.131 10 
963 70 963 70 

750.00 232 43 142.57 375.00 
(80 90) (80 90) 

35,235 90 1,43255 11,882 95 2,495 74 479 03 12,814 52 6,131 10 
(4,015 10) 0,011 33) (1.M33781 

9,803 20 5.127 33 31,220 80 1 432 55 11.882 95 2,495 74 479 03 

Schedule 2 



E X H I B I T  B 

Schedule 3 

UflLlTY RATE 

LINE 
NO. - 

A u o c A n o N  OF LOUlSVlLLE WATER COMPANY ESTlMAED MPRECiATlON EXPENSE TO NNC?lONAL MST COMPONENTS 
YEAR ENDED DECEMBER 31,1998 (IN MUSAND MXLARS) 

1) Land 
2) Land lmprowmmts and Buildings 
3) Basins and Gmund Storage 
4) Standpipes and Elevated Storage 
5) 
6 )  Booster Pump Equipme 
7) M i e m  Pump Equipmenf 
5) Sludge Gispmal Equipment 
9) Pwificatiin Equipment 
10) TramissiooMains 
11) Distribution Mains 
12) Meters 
13) SeniceS 
14) Meter Inslallatirms 
15) RreHydrants 

High SNvice Pumps and Equipment 

16) Subtotal 

15) General and Other Equipment 
17) Percent 

19) TOTAL 

TOTAL ELEVATED 
DEPRECIATIO SERVICE 

EXPENSE AREA BASE - DAY - HOUR CUSTOMER CUSTOMERS 

COMMON TO ALL CUSTOMERS 
EXTRA CAPACrrY COMMON TCi 

MAXIMUM MAXIMUM ONLY RETAIL 

095.57 
359 24 
162 42 
204 84 
34 93 
48 65 
64 48 

536 44 
2,122 63 
1.971 82 

357 76 
1,302 41 

447 05 
409 90 -- 

1731 61497 20007 13 48 49 73 
24875 11049 

4390 73 46 45 06 
1921 12854 5709 
24 17 6 67 4 09 

33 69 1496 
64 48 

371 44 16500 
1,46976 65207 

409.90 - ~ _ _ _ .  

8,918 14 10459 3017 76 1.20049 62 63 2.156 95 2.381 72 
10000% 117% 3377% 1346% 0 70% 24 19% 26 71% 

2,09234 2454 70661 281 65 14 69 506 06 5 5 8 7 9  

11,010.48 129.13 3.718.37 1.482.14 77.33 2.663.01 2,940.51 

Schedule 3 



E X H I B I T  B 

Schedule 4 

UTILITY RATE 

ALLOCATlON OF ESTIMATED LOU1SVIU.E WATER COMPANY NET INVESTMENT (1998) 
INCLUDING WORK-IN-PROGRESS 

(THOUSAND DOLLARS) 

- iTEM 

Land 
Land Imptovemenb and Buildings 
Basins and Grwnd Stwage 
Standpipes and Elemted Storago 
High Service Pump and Equipment 
Boost% Pump Equipment 
Miscellaneous Pump Equipment 
Sludge Disposal Equipmont 
Putifitation Equipment 
Transmission Mains 
Distriiution Mains 
Meters 
SW'CSS 
Meter lnstallatlons 
Fire Hydrants 

Subtotal  
Percent 

Gen. Plant & Unamortized Capital Charges 

Total Plant 
Other Rate Base llams (1) 

Sub-total 
Conlriblrtions and Gram (2) 

Total Net Plant lnvastrnent 

Annual Return @ 9.56% 

ELNATED 
N E T  PLANT SERVICE 

INVESTMENT AREA 
4.827.66 133.83 
34,449.56 448.15 
9,866.34 
5,457.51 1,711.29 
6,127.01 543.55 
1,025.46 733.14 
3.510.21 
1,704.07 
18.576.16 
148,269.67 
102,856 67 
2,887.58 

13.588.90 
40,176. la 

COMMON TO ALL CUSTOMERS 
STRA CAPACITY COMMON TO 

MAXIMUM MAXIMUM ONLY RETAIL &E I_ DAY __. HOUR CUSTOMER CUSTOMERS 

2.817.58 889.91 
20,410.16 6,446.36 
6.831.71 3.w4.63 
2.321.96 
3,866.13 1.717.33 

181.18 

107.15 679.19 
776.15 6.368.74 

1,424.26 

111.14 
2,430.56 1,079.65 
1,704.07 
12,862.62 5.713.54 
102.665.77 45,603.90 

102.856 67 
2.88758 
40,176.18 
13,588.90 

16.854.21 16.854.21 

410,177 19 3.569.96 156,091.75 64.485 33 2,418.69 63.900.59 119.710 88 
100.00% 0.87% 38.05% 15.72% 0 59% 15.58% 29.19% 

10,906.02 94.92 4.150.25 1.714.57 64.31 1,699.02 3,162.94 

421.083.21 3.664.88 160.242.00 66,19990 2.483.00 65.599.61 122,893.82 
9.451.20 82.26 3.596.63 1.485.85 55.73 1.472.38 2.758.35 

430.534.41 3,747.14 163.838.63 67.685.75 2.538.73 6'7.071.99 125.652.17 
(1 32.1 49.10) (24.1 83.29) (51.538.15) (56.427.67) 

298,38531 3.747.14 139.655.35 67.685.75 2.538.73 75.533.84 69.22 4.50 

28,585.31 358.98 13.378 98 6,484.30 243 21  1.488 14 7,164.74 

1. Line 20, 'Other Rate Base Itoms'. includes: Materials - 53,500.Mx). Prepayments - $250,000. 
and Working Capital - 55.701.200 for a total of 59.451.2W. 

2. Line 22, 'Contributions and Grants'. excludes federal govemmont grants of 53,550,900. Schedule 4 
ilRY97 



EXHIBIT 6 
Schedule 5 

LWC - KAWC Water Supply Agreement 
Calculation of Monthly Water Bill Example 

Monthly Mlnlmum Usage (1,000 Gal.) 
Buyer's Dally Request (1,000 Gal.) 

Day 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

-.-- 

Totals 

Dally 
Usage 

(1,000 Gal.) -- 
1,500 
1,500 
2,000 
2,000 
3,000 
3,000 
4,000 
4,000 
5,000 
5,000 
6,000 
6,000 
7,000 
7,000 
8,000 
8,000 
8,000 
9,000 

10,000 
10,000 
9,000 
9,000 
8,000 
8,000 
7,000 
7,000 
6,000 
6,000 
5,000 
5,000 

181,000 
p-. 

Usage Wlthln the Request (1,000 Gal.) 
Multiplied by: Operating Expense Component Quotient (per 1,000 Gal.) 
Operating Expense Component 

Usage Exceeding Request (1,000 Gal.) 
Multiplied by: Seller's Wholesale Rate (per 1,000 Gal.) 
Usage Exceeding Request Component 

Operating Expense Component 
Depredation Expense Component 
Return on Plant Investment Component 
Usage Exceedlng Request Component 
Customer Cost Component 
Monthly Water Bill 

Monthly Water Blll / Buyer's Usage for Month (1,000 Gal.) 

Monthly Debt Service Cost 

Total 

10/8/98 

45,000 
2,500 

Usage 
Exceedlng 
Request 

(1,000~Gal.) 
0 
0 
0 
0 

500 
500 

1,500 
1,500 
2,500 
2,500 
3,500 
3,500 
4,500 
4,500 
5,500 
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 

b 0.61028 

109,000 
t 1.35 
5 147,150.00 

$ 31,700.16 
4,146.01 

17,307.99 
147.150.00 

72,000 

t 31,700.16 
__ 

259.00 
$ 200,563.16 

.--- 

5 1.10808 

$ xxx,xxx.xx 

$ XXX,XXX.Xx 

BWPReserveCapacityRate 
Schedule 5 Page of i. 



S T  
i. - --; = cc:  B r m e l l ,  P a t t i e  Raelin, Bill Rhodes 

om: Greg Eeitzman 11/20 j98  

LOTJISVHLLE WATER COMPANY 
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 t. HUBER 
PRESIDENT 

I 

November 16, 1998 

Mr. Herbert A. Miller, Jr. 
Corporate Counsel 
Ken tucky-Arne r ican Water Company 
2300 Richmond Road 

I 

, Lexington, KY 40502 

Dear Herb: 
I 

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

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

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 
Mr. Lindsey W. Ingram, Jr 

bcc:; Greg tleitzman, with copy of agreement 
Steve Hubbs, with copy of agreement 

8 Bob Miller, with copy of agreement 
Karla Teasley, with copy of agreement 

A n  E q u a l  Oppor t i l n i t y  Emplo ,yer  



WATER SUPPLY AGREEMENT 

THIS WATER SUPPL,Y AGREEMENT, dated as of t h s  7%. day of l d b f Y \ S t X  , 
1998, behveen 

L,OUISVILI,E WATER COMPANY, 
550 South Third Street 
Louisville, Kentucky 40202 

and 

KENTUCKY-AMERICAN WATER COMPANY, 
2300 Richmond Road 
Lexington, Kentucky 40502 

( ” S eller ’I) 

(“Buyer”) 

, RECITAL, S 

A 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 I O  
of the Kentucky Revised Statutes and is statutorily permitted to sell water to customers taking 
service in Jefferson, Oldham, Shelby, Spencer, Bullitt and Hardin Counties, Kentucky. 

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 Oldham, Shelby, Spencer, and Bullitt Counties, including, among 
others, wholesale service to West Shelby Water District, North Shelby Water District and the City 

1 of Taylorsville; 

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

D. Buyer, a Kentucky corporation, engages in the manufacture of water for sale and 
service to customers in the counties of Fayette, Bourbon, Clark, Hmis’on, Jessamine, Scott, and 
Woodford, and 

~ 

E. Buyer is desirous of securing a continuing, dependable source of water to meet the 
present and fbture 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 J T N E S  S E T H  

NOW, THEREFORE, in consideration of the mutual covenants and conditions herein 
contained, the parties agree as follows, 



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

(a) Project Facuilit Fixtures, 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 Delivery 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 55. 

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

2 DESIGN OF PROJECT FACILITIES 

(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 within the 
fi-amework set forth immediately below To the extent this Agreement is not executed by August 
1, 1998, then the design completion date shall be extended by the time subsequent to August I ,  
1998, until execution of this Agreement 

(b) The design of the Project Facilities shall include, among other things, a 60- 
inch transmission main from Seller's English Station Road Reservoir to the intersection of Interstate 
Highway 265 and Interstate Highway 64 in Jefferson County, a 36-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 
minimum capacity of 1 0 million gallons situated along the 36-inch transmission main in Shelby 
County west of the Point of Delivery. Attached, designated EXHIBIT A, is a plat indicating the 
general location and route ofthe Project Facilities Any subsequent change in the desigdroute which, 
individually or in the aggregate, increases the costs of the construction or operation of the Project 
Facilities to be paid by Buyer 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 rnust be fully 
conipleted in a form and substance satisfactory to Buyer prior to Buyer's application to the Kentucky 
Public Service Commission (the 'IPSC") for a Certificate of Convenience and Necessity 
Consequently, the date of completion for such design shall not be later than December 1,  1998, time 
being of the essence 

2 



(d) Also, on or before December I ,  1998 Seller will provide Buyer with its 
estimated cost of the portion of the Prqject Facilities for which Buyer is agreeing to pay as 
hereinafter provided and an estimate of the cost of the remaining (Seller's) portion 

3 PROPERTY ACQUISITION Upon receipt by the Seller of Buyer's written 
instructions and within the limitations of such, Seller will initiate an effort to acquire easements and 
other property rights needed in the construction and installation of the Project Facilities, keeping 
Buyer advised 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 will 
not file condemnation actions without Buyer's direction to do so 

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

5 CONSTRUCTION OF PROJECT FACILITIES. 

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

(b) Selier, using a professional engineering firm, registered in Kentucky, will 
supervise the construction of the Project Facilities and will complete same to the Point 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 constniction 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 canditions, 
labor unrest, natural disasters, legal obstacles encountered in easement acquisition or other 
circumstances beyond Seller's control Also, if Seller deems it necessary to rebid the construction 
contract(s) because of the expiration of the previous bids, the Construction CompIetion Date will be 
extended to accommodate the delay caused by such rebidding 

6 PROJECT FACLITIES' 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 limited, to the following 

3 



Consulting Engineering Services Bid Publication 
Easement and other Property Rights 
Easement Acquisition Agent Materials 
Recording of Real Estate Documents 
Real Property Appraisals 
Miscellaneous Out-of-Pocket Expenses 

Construction Contract(s) Obligatiorls 

Reproduction and Printing 
Measurable In-house Engineering Planning, 

Design and Construction Administration 

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

(c) Seller wiil be responsible for the costs of the design, site location and 
construction of the pump station and the Shelby County water storage facility In addition, Seller 
shall be responsible for the incremental costs of material and installation of any portion of the 
transmission main, the diameter of which is greater than 36 inches so long as such increase in 
diameter is not the requirement of Buyer. Provided, however, in the event the Project, Facilities are 
not built, Buyer will reimburse Seller for the design cost of the pump station and the storage facility 
in return for which SeIler 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 
from the proceeds ofissuance of tax-free or taxable revenue bonds, contemplated under Sections S(a) 
or (b), below, Seller is agreeable to financing all pre-issuance costs with the understanding that it will 
be reimbursed in full from the bond proceeds for such costs, including its financing costs, to the 
extent permitted under the terms of the bond issue, otherwise such reimbursement is to be made by 
Buyer in accordance with Section 8(c), below. 

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

(c) Construction costs, unless paid directly from bond financing proceeds, will 
be invoiced by Seller to Buyer as incurred with Buyer to be responsible for providing funds to Seller 
in advance of any construction contract payment deadline relating to progress 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 in full within 30 days of receipt of Seller's 
invoice. 

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

4 



and other costs incurred by Seller as a result of Buyer's rehsal to pay Seller with respect to a third 
party claim 

8. FINANCING OF BUYER'S SHARE OF COSTS OF PROJECT FACILITIES, 

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

(a) By reimbursing Seller for its costs, including, but not limited to, debt service 
and issuance costs, through the issuance of tax-free, municipal revenue bonds by the Seller, the 
proceeds of which are to be used to pay or to reimburse Seller for the Project Facilities' costs, to the 
extent such costs are eligible for reimbursement from bond proceeds, it being understood that the 
contemplated bonds will be sold on a competitive bid basis and the bid award will be made by Seller 
ody after consultation with Buyer Attached hereto and designated Schedule A is a Projected Debt 
Amortization Schedule which assumes 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 option, the proceeds ofwhich are 
to be used to pay or to reimburse Seller for the cost of the Project Facilities, it being understood that 
the contemplated bonds, if issued by Seller, will be sold on a competitive bid basis with the winning 
bid to be awarded by Seller only after 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 witbin thirty days of Buyer's written advice that no bond 
issue financing is to be pursued and to be in an amount equal to the sum of all amounts previously 
incurred by Seller including those financed pursuant to Section 7(a), above, plus the financing cost 
thereof. The provisions of this subsection also shall be applicable to invoices from Seller that are 
later determined to be ineligible for reimbursement from bond proceeds. 

(d) If Seller's bond instruments permit prepayment of part or all of the debt 
obligation, and if Buyer is not in default of any of its payments to Seller under this Section and 
Section 1 1 of t h s  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, including premium, if any, to remit to the holders of the debt instruments being redeemed 
and any redemption expenses 

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

(9 The parties understand and agree that the pledge securing the proposed 
revenue bonds will be Buyer's promise to pay the debt service thereon Buyer agrees to cooperate 
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with Seller in good faith in preparing for and marketing the bond issue, including, but not limited 
to, the meeting of all disclosure requirements 

9 SERVICE AT THJ3 POINT OF DELIVERY- 

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

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

(c) Rate of Flow Demand While Buyer is reserving up to 23 million gallons per 
day of Seller's production capacity, its requirements will be, as presently contemplated, substantially 
less than that during much of the duration of this Agreement. Such is recognized in Exhibit B, 
referenced in Section 1 1 ,  setting forth the parties' rate arrangements. Nevertheless, Buyer may at any 
time and from time to time be in need of 23 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 Seller's operations will not be adversely affected by a sudden, 
out of the ordinary demand on its production and transmission facilities With such in mind, the 
parties pledge to each other open communications, from the Buyer to the Seller of any operational 
situations that may cause it to significantly 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 affect Seller's ability to immediately respond to any sudden need of 
Buyer for a significant increase in volume 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 supply Buyer's demands, as same may be altered from time to time, and 
with reference to any sudden significant demand increase, as soon as possible after notification by 
Buyer, barring 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 Prqject Facilities shall not interfere 
with its service or diminish its obIigations to the Buyer under this Agreement 

(e) Failures Buyer acknowledges that unexpected supply or treatment problems 
may occur which are beyond Seller's control In the event Seller, when called upon, is unable to 
provide Buyer with Service under the terms of this Agreement for reasons beyond Seller's control, 
Seller shall use its best efforts to restore the Service to the quality, rate of flow 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 apply to the 
Buyer in the same manner as applied by Seller to other customers 
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10 METERING ARRANGEWNTS 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 delivered to Buyer and to test such metering 
equipment whenever requested by Buyer but no more frequently than once every six months with 
the results of such tests provided to Buyer Buyer may require Seller to conduct tests more often 
than every six months, but at its own expense A meter registering between 98 5% and 101 5% of 
the actuaI flow shall be deemed to be accurate Previous readings of any meter disclosed by test t o  
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 hrnished during such period shall be deemed to be the amount of water delivered in the 
corxesponding period immediately prior t o  the failure, unless Seller and Buyer shall agree otherwise 
An appropriate official of the Buyer shall have access to the meter at reasonable times for the 
purpose of inspecting and reading such metering facilities 

1 I .  RATES AND PAYMENT 

(a) Buyer shall pay Seller for the Service as determined by the methodology set 
forth in Exhibit B, attached hereto and incorporated herein, Buyer agreeing that the rate-making 
methodology contained therein is reasonable for the anticipated annual rate adjustment filings by the 
Seller with the Kentucky Public Service Commission relating to the provision of Service under t h s  
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 time 

(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 partial month on each 
invoice remaining unpaid. Buyer shall have the option of paying such monthly invoices by 
automatic bank drafts 

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

13 RIGHT TO TNCEASE DELIVERY CAPACITY OF PROECT FACILITIES 

(a) Recognizing that the Pro,ject Facilities being financed by Buyer will have a 
delivery capacity of 23 million gallons of water per day and hrther recognizing that the Seller 
financed additions thereto of a pumping station, a Shelby County storage facility 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 right of first refusal, to acquire up to all of the additional 12 million gallons 
per day capacity on the following terms and conditions 
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(i) When Seller receives a bona fide, acceptable proposal to sell water 
service from or through the Project Facilities, it will notify Buyer in writing who will have 60 days 
to exercise its right of first refiisal for the acquisition of the capacity contemplated in such proposal 
If Buyer chooses to acquire the additional capacity offered, or on its own volition to acquire, 
additional available capacity, it will be obligated as follows: 

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

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

(iv) To an increase in its Exhibit B capacity Request in an amount equal 
to the increased daily capacity being acquired, effective at the time that the Seller has made the 
increase available at the Point of Delivery, it being understood that Seller will make such increased 
capacity available no later than 12 months from the date of exercise of the right. 

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

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

14. ADDITIONAL EXPANSION BY SELLER Seller agrees that before undertahng 
any expansion or enlargement of any of the Project Facilities or the Payne plant treatment capacity, 
it will natify 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 notify Buyer of any 
condition 01' situation, which would adversely affect the quality, quantity or pressure of the water at 
the Point of Delivery 

16. TERM AND EXTENSIONS. The term of this Agreement shall begin on the date 
it is executed by both parties hereto and shall terminate SO years after the date Service is initiated 
The parties shall execute an addendum showing the date Service is initiated and the termination date 
50 years later One year prior to the termination date the parties hereto shall begin to negotiate in 
good faith an extension of this Agreement with due and proper consideration for the principles and 
concepts contained herein, being mindful that the parties are hopefiil that their relationship, created 
herein, will be one of mutual benefit and respect that will last longer than the initial 50 year term 
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17. BUYERS REPRESENTATION AND WARRANTY 

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

18. SELLERS REPRESENTATlON 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 

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

(2) Revocation of Seller's authority to do business 

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

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

(2) Buyer's failure to receive after five or more years from the date of this 
Agreement a final, nonappealable Order, referenced in subsection (I), immediately above, unless at 
the time of such termination election by Seller, Buyer is pursuing, and continues to pursue, in good 
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 to pay on a timely basis its debt service 
obligations to  Seller, time being of the essence in that regard. 

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

20. M I S C E L L N O U S  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, from the PSC 
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in the form of a Certificate of Convenience and Necessity for the facilities to be constructed pursuant 
t o  this Agreement. Provided, however, 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 partnerslip, joint venture, agency or 
other relationship between Buyer and Seller, and Buyer and Seller expressly state that they owe no 
fiduciary duties to one another and that the relationship is based upon Contract 

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

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

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

(9 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 

(9) 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 firnish Seller with a duly executed "Resale 
Certificate" or such other documentation as the parties deem appropriate 

6) 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 
Ten Million Dollars per occurrence during the term of this Agreement 
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