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From: Karen W i l l i s  / THRD 
To: J i m  Brammell / THRD 
S u b j e c t :  fwd: B i l l  Rhodes 

--- --- NOTE=============== 4/07/98==3:05pm==========================~============ 
I j u s t  c h e c k i n g  t o  see i f  you had hea rd  a n y t h i n g  from B i l l  l a t e l y .  H a s  he  
run  i n t o  any b a r r i e r s ,  p roblems,  etc.? Does h e  have e v e r y t h i n g  he  needs?  

Fwd=by:=Jim=Brammell==4/07/98==4:llpm==p======================================= 
Fwd to: Karen W i l l i s  / THRD 
CC: G r e g  Heitzman / THRD4 

I spoke  t o  B i l l  a c o u p l e  of d a y s  ago. All work is  p r o g r e s s i n g  w e l l ;  h e  h a s  
s p e n t  c o n s i d e r a b l e  t i m e  d r i v i n g  t h e  areas and he i s  g e t t i n g  i n f o  (LOJIC, 
e tc . )  from J a s o n .  

The o n l y  q u e s t i o n  a t  t h i s  p o i n t  i s  when w e  want t o  m e e t  w i t h  him a g a i n .  My 
n o t e s  f rom t h e  p r e v i o u s  meet ing  i n d i c a t e d  t h a t  B i l l  h a s  a d e l i v e r a b l e  due  on 
2 0  A p r i l .  My t h o u g h t  i s  t h a t  w e  cou ld  a s k  B i l l  t o  come i n  and g i v e  u s  an 
upda te  p r i o r  t o  o u r  IBSO mtg ... s a y  from 1:OO t o  2:OO. Thoughts.  

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

Fwd=by:=Greg=Heitzman=4/07/98==4:50pm==p======================================= 
Fwd to: J i m  B r a m m e l l  / THRD 
CC: Karen W i l l i s  / THRD 

sounds good, l e t ' s  a r r a n g e  a mtg on t h e  2 0 t h ~  conf i rm t i m e  w i t h  g a l e .  A l so ,  
Karn and I m e t  w i t h  W e s t  She lby  Water D i s y t r i c t  t o d a y ,  and Karen h a s  some 
added i n p u t  f o r  B i l l  t o  c o n s i d e r ,  r e g a r d i n g  t a n k  s i t e ,  1-64 c r o s s i n g ,  e tc .  

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

April 1 ,  1998 
BP 92-12 

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

Re Kentucky-American Water Company 
Bluegrass Water Project 

Dear Colleague 

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

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

Sincerely, 

David M. Reves 

YC L C Bndwell - KAWC 
T A Fnlcy - KAWC 

K A Willis - Louisville Watcr Company 
N 0 ROWC I KAWC 



ENT'IJCKY-AMERICAN WATER COMPANY 
BL.UEGRASS WATER PROJECT 

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

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

Team 3 
Gannett Fleming, Inc 
207 Senate Avenue 
Camp Hill, PA 1701 1 
Attn: W. Kirk Corliss, Jr. 
(717) 76.3-721 1 

Team 4 
PEH Engineers 
620 Euclid Avenue 
P 0 Box 22738 
Lexington, KY 40.522 
Attn Michael A Woolum 
(606) 266-2 144 

Team 5 
Camp Dresser & McKee Inc 
Two Paragon Centre 
Suite .300 
6040 Dutchmans Lane 
Louisville, KY 40205 
Attn Bernard F Malay 
(502) 452- 1700 

List of Consultants 

Copied 
Quest Engineers, Inc 
88 1 Corporate Drive 
Lexington, KY 40503 
Attn Mr Charles R Scroggin 

Copied 
Montgomery Watson 
2000 Bond Court Building 
1300 East 9th Street 
Cleveland, OH 441 14 
Attn: Mr Richard G Atoulikian 

CoDied 
CDP Engineers, Inc. 
616 Wellington Way, Suite C 
L.exington, KY 40503 
Attn: Mr. John B. Steinmetz 

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

Copied 
Hazen and Sawyer, P C 
401 1 WestChase BIvd 
Raleigh, NC 27607 
Attn: Anthony P I u o  

Copied 
Photo Science, Inc. 
2670 Wilhite Drive 
L,exington, KY 40503 
Attn: h4r. Mark Meade 
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2300 Richmond Road - Lexington, Kentucky 40502 (606) 269,.2386 4 Fax (606) 268-6327 
I t  

Linds C. Bridwell, PE. 
Dlrrctar of Englncuing 

David M. Rsvcs, P.E. 
American Water Works Service Company 
IO25 Lauref Oak Road 
P.Q. Box 1770 
vmees, NJ 08043 

RE: 

Dear Dave: 

?%is afternoon Nick Rowe and I had b e  opportunity &I talk with Greg Heitanan and Karen Willis OR 
Friday April 24, Karen and I had discussed the issues that still needed to be resolveti. 1 want to su,mmwize 
our conversation: , 

-’he proposed 36” pipeline from the English Suition tank along US 60 will not be sble to provide 23 MOD 
with a minimum of30 psi n1 the delivery point and at all locations along the lme in Jefferson County. In  
fact, rhe 36“ line can only provide 10 mgd without tm additional booster to maintain adequntm Fressures, 
The 30 psi requirenlent is a Division of Water regulation which i s  for all w a w  lines. If the critica1 points 
wore 81 locations where therc would be no ather tic-ins for 2-3 miles on either side and w c n  just on issue 
of elevation, we could approach tbe Divkion of Water about a waiver. Unfortunately, these points we at 
highly populated areas and Louisville is concerned about a dcprtqsiun of pressures k e d  on the flowere 
fiom the surroundbig distribution system. Alrhough Greg did dkinguish their analysis ~9 n fixed grade 
review, these critical points cannot be wmetcd without additional energy. 

-If the pipeline horn the English Starion tenk abng US 60 i s  incrertsed to a 48” main, the critical poiDts are 
witfib margins that Louisville would be willing to coasider. An upsizing to 42” meh will not echieve the 
reduced friction losses IO eliminate the critical points. 

-An increasc of approxhately 100 feet of bycirsu!ic head would also corrtc~ the critical pinta on a 36” 
main. Karen will forward us copies of the additional hydraulic modelling 

- I  expressed to them my con te rm with w m r  quality issues by increasing the pipe size. 

-If a boosler jS needed in J&mson County, I expressed n preforence From a conshuctsbiliy stimdpoht on 
the 1-64 corridor We discussed that thi9 will atso provide greater flexibility in OUI booster stdon locations 
for eiectriwl and chemical delivery wosidmtbns. 

Louisville i s  completing a determinatiori to upsize the pipeline to the point of deliver). to 42’. This will be 
based on projccttd growth to their existing wholesale customera in Shelby County. Ihis will be complete 
next week. 

Louisville has also undertaken ti review of rhe constJuctability of the two routes. to bt complere next week. 
The initial draft information had recomnenkd the 1-64 route based on conguuction &asibility issues. 

Bluegrass Water Project, Louisville W a r  Company Issues 

- -- 
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Greg indicated that they did riot fed chm there wo9 any otber roueb from tbe English Station tank that would 
enable them to provide tbe 23 mpd at 30 psi witb a 36” pipe, without D booster. It i s  not merely an issue of 
trying to avoid a couple of high elevation pahts. Greg welcomed my additional review from our 
consullsnt on their hydraulic determinations. 

Additionally, there i s  stitl some negotiation on the point of delivery. They have a g r d  to cornplate work 
by next week regarding the economic considerations of a point lcrast of the Jaffcrson QunW line, T h i s  
point would be no further urit than KY highway 55. 

Obviously, this will aher our design scope, althougb not significantly at this point. I have indicated to areg 
that we gave Gmnett-Fleming the of’TicJP1 a@ice to pmccd w April 20 and that we need to determlne the 
exaa level of changes by next week 

Pltase call ma when you have had a chance to review this infomadon. 

Sincerely, 

Linda Bridwcll, P.E. 
Director of Engineering 

C: N.O.Rowc ’ 

G.C. Heitrman, PE 
K.A. Willis, PE 



I Fiaure 3: BlUeQraSS Transmission Main HGL and Ps Profile I - 
23.0 MGD Flowrate, No Pumping Facility 
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Figure 3: Bluegrass Transmission Main HGL and P s  Profile 
23.0 MGD Flowrate, No Pumping Facility 
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Figure 3: Bluegrass Transmission Main HGL and P s  Profile 
23.0 MGD Flowrate. No Pumping Facility 
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Figure 4: Bluegrass Transmission Main HGL and Ps Profile 
23.0 MGD Flowrate, Pumping Facility at English Station Reservoir (150 feet of head) 
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i Fiaure 5: Bluearass Transmission Main HGL and Ps Profile 
I 

I '  1 
I i d I 23.0 MGD Flowrate, No Pumping Facility 
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Figure 5: Bluegrass Transmission Main HGL and Ps Profile 
23.0 MGD Flowrate, No Pumpinq Facility 
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Fiaure 6: Bluegrass Transmission Main HGL and Ps Profile 
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Ky-American 
ForecasVRevenue Projection 

Year 36 
2036 

3Yo 
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51.10 
57.119 

5213.572 
52.562.866 

1348 
348 

51 35 
$470 

5169.065 

1510 
510 

51.35 
sM(8 

520.539 
5247.672 
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51.10 

511.670 
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54,201,299 

644 
51.10 
5929 
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5334.287 

si4.oa9 

Year 37 
2037 

3 Qs 
6.666 

s1.10 

year 38 
2038 

3% 
6.866 
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57.553 

5226,579 
52.7 18.944 

1430 
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51.35 
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11255 

Year39 
2039 
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1473 
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Year 40 
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3% 
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51 10 

Year41 
2042 

3% 
7.503 

51.10 
58.753 
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52.971.064 

1563 
563 

51.35 
1759 

522.783 
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51 35 
51.013 
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Year 42 
1042 
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Yea( 47 
ZMS 

S% 
8.959 

19.854 

33.547.m 

1866 
866 

11.35 
51.169 
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912 
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$1 35 
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51.10 
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$1 10 
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55 11,14 6 

h6.169.749 
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5436.169 
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538.561 

5462.731 

1204 
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51.10 
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51.10 
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$1.10 
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5119198 



K-A, WSWD, NSWD 

- 60-inch ESR to 1-64, 

Scenario 

Total Cost $22,900,000 
$1 1,465,714 

K-A Cost (23/35) $1 1,434,286 
'otential LWC Revenue $73,400,000 

LWC Cost (1235) 

Total Cost $22,900,000 
$11,465,714 

K-A Cost (23135) $1 1,434,286 
'otential LWC Revenue $81,200,000 

LWC Cost (1235) * 

Tota I Cost $22,900,000 
LWC cost (1235) $i 1,465,714 

K-A Cost (23135) $1 1,434,286 
'otential LWC Revenue $1 90,700,000 

-inch out 1-64 to Point of Delivery - LWC pays upsize t 

Nominal Capacity 

35 MGD 

35 MGD 

35 MGD 

jo-inch, PS and Tank 
plus share of 36-inch as indicated 



SERVICE TO KENTUCKY-AMERICAN 
ROUTE SCENARIOS 

- ROUTE DESCRIPTION MAIN SIZE LENGTH UNIT COST TOTAL COST SUMMARY 

l a  

I b  

.tC 

2a 

2b 

L.F 

$5,747,500 LWC Portion 

$15,563,000 Ky-Am Portion 
$4,997,000 LWC Portion 

i 
! ITotal Project 

$3,347,500 LWC Portion 

I 

irnpsonville, 1-64 to Shelbyvilie 36-inch 22,500 $22511. $6,7871500 Ky-Am Portion 

$2,402,500 LWC Portion 

Total Project 
25,200 $225/1.f. $5,670,000 $1 1,220,000 Ky-Am Portion 

. 

1-64, Jefferson County line 36-inch 
$ Z , ~ ~ O , O O O  LWC Portion 

Note: Ky-American portion does not include cost of tank construction 

51919a 
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Printed by Karen Willis / THRD4 5 / 2 1 / 9 8  8:25am 

From: Jim Brammell / THRD4 
To: Greg Heitzman / THRD4 
Subject: fwd: KY-AMERICAN 
--- ---NOTE===============5/20/98=12:02pm======~================================ 
CC: Karen Willis / THRD4 

I phoned Bill Rhodes this morning to inquire about status of his work. He 
is essentially complete ( 9 0 % )  with the boilerplate, but is stopped at this 
point as he awaits further guidance on the alignment(s) to be considered. 
Pls advise of any decisions that have been reached subsequent to our last 
conversation. THanks. 

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

Fwd-by:-Greg=Heitzman=5/20/98==1.Z7pm=-------------------------------------- - -  ...................................... 
Fwd to: Jim Brammell / THRD4 
CC: Karen Willis / THRD4 

From everything I can see, we will decide Friday to contact PDR/Gannett 
Fleming and ask if they are interested in negotiating with LWC to design the 
Louisville piece of the pipeline. If they answer yes, we would send them 
Bill's RFP next week, ask them for a proposal back 
(qualifications/scope/cost) within 2 weeks, and have contract in hand by 
June 8, to submit to June B O W  for award. 

Since I feel 99% sure this is the route we will take, pls have Bill build 
the RFP using a negotiated Prof Serv contract format, omitting any 
requirements for interviews, 2 envelopes, etc, and focus soley on an RFP 
that has 3 parts: 

I. PDR/GF Project Team and qualifications (describe the resources they 
propose to use) 

IT. The scope of services (route analysis, hyd analysis, design, 
plans/specs, final cost estimate) for a scope from English Station to 
Jeferson County line, 60"/36" scenario with a 25 MGD pump station at 1-265 
at 1-64 (using 60" as suction, 36" as discharge). Assume the 1-265/LG&E gas 
esmt as general route description.) By Tuesday, Karen can provide a scope 
map for Bill to use in RFP. 

111. C o s t  of services section, including a NTE price, and table of hourly 
rates for people on project team, how they will mark up direct costs, subs, 
etc. Also have them build costs in phases, as follaws: 
A. Prel engr, hyd analysis, design, easement plats, est for esmt, plans, 
specs, final cost etimate 
B. cost to procure easements (negotiation up to decision to condemn, where 
we will take over) and 
C .  cost for contract administration/inspection/as-builts (assume 100% 
inspection of line and pump station). 

If he builds this RFP scenario, the actual scenario should be very close to 
this. So have him proceed using this scenario asap, and we will finalize 
details Friday. I want to be in a position to call PDR/GF on Tuesday 5/26 
and hand them an RFP. 

............................................................................ 
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To: Greg Heitzman, Karen Willis 

Fmm: Jim Brammell 
Date: 05/04/98 

CC: Steve Tucker 

Re: KY-AmericanlBluegrass Water Project - Preliminary Route Alignment 

Please find attached foryour information and use a copy of Bill Rhodes' Preliminary Route Alignment 
analysis for the subject project 

Also, FYI, I met with Bill this afternoon and provided some of the information necessary for him to begin 
preparing a Request for Proposal. The direction to him was  to begin work as soon as possible on the 
RFP for our component of the project. My intent is to give him a day or two to review the document 
and to begin work, and then to request a completion date from him. Of Course, in order for him to 
complete the document it will be necessary for LWC to convey ,additional information concerning the 
technical components of the project, e g. point of delivery, route decisions, etc. 

Please review the attached and forward any comments you have to me. Also, I will need additional 
input ASAP regarding the technical features of the project SO that these can be conveyed. 

.- 
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PRELIMLlvARY ROUTE Ah'ALYSIS 

BLUEGRnSS WATER PROJECT 
FOR 



s 

LOIJISVTLLE WATIF,R COMPANY 

m u  1,1998 



Three scenarios, with two alternatives each, have been proposed for providing 
water to the Kentucky-American Water Company (KAWC). This report evaluates 
constntctibifity issues for the six alternatives, with comments on each, and a tabulation of 
significant elements for the routes in a matrix format. 
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c 
Scenario 1 would provide delivery point at the Jefferson-Shelby County line. 

Route la  would start at English Station Road and run along US 60 to Eastwood, 
then parallel to railroad tracks to the Jefferson-Shelby County line near Clarks Station 
Road at Spotswood Total length of this path has been estimated to be 30,600 feet. There 
would be a 23 MGD Pumping Station located around elevation 740 near Clarks Station 
Road at the Jeffersan-Shelby County Line. A 2 million gallon elevated tank would be 
located on the suction side of the pumping station 

1-265 to 1-64, then parallel to 1-64 to Clarks Station Road near the Jefferson County line 
at Spotswood. Total length of this route has been estimated to be 35,400 feet. There 
would be a 23 MGD Pumping Station located around elevation 740 near Clarks Station 
Road at the Jefferson-Shelby County Line. A 2 million gallon elevated tank would be 
located on the suction side of the pumping station. 

Route Ib would begin at English Station Road and go along IJrton Lane parallel to 

Scenario 2 calls for delivery at Hwy 1848, near Simpsonvile. 
Route 2a starts at English Station Road and follows US 60 to Simpsonville, then 

on Old Veechdale Rd and across 1-64 to Highway 1848, just south of its interchange with 
1-64. Total length of this route has been estimated to be 55,400 feet. There would be a 23 
MGD pumping station located at the LWC English Station Road property The existing 10 
million gallon English Station Reservoir would serve as suction for the pumping station. 
A 2 million gallon elevated distribution storage tank would be constructed near the flea 
market site at Simpsonville, located at 1-64 and Hwy 1848. 

Route 2b begins at English Station Road, then follows IJrton Lane and 1-265 to I- 
64, then generally parallels 1-64 to Hwy 1848 near Simpsonville. Total length of this route 
has been estimated to be 54,700 feet. There would be a 23 MGD pumping station located 
at Pope Lick Road, near the 1-64 and 1-265 interchange. The existing 10 million gallon 
English Station Reservoir would serve as suction for the pumping station. A 2 million 
gallon elevated distribution storage tank would be constructed near the flea market site at 
Simpsonville, located at 1-64 and Hwy 1848. 

Scenario 3 would provide delivery at wy 55, near Shelbyville. 
Route 3a goes from English Station Road to US 60 and follows it to Simpsonde, 

then on Old Veechdale Rd, across 1-64 to Highway 1848, just south of its interchange 
with 1-64, then parallel to 1-64 with delivery point at Hwy 155 at Shelbyville. Total length 
of this route has been estimated to be 77,900 feet. There would be a 23 MGD pumping 
station located at the LWC English Station Road property The existing 10 million gallon 
English Station Reservoir would serve as suction for the pumping station. A 2 million 
gallon elevated distribution storage tank would be constructed near Shelbyville, at a site 
located close to the Hwy IS5 interchange with 1-64 

1-64, then generally parallel to 1-64 to the delivery point at EIwy 55 near Shelbyville. Total 
length of this route has been estimated to be 77,200 feet There would be a 23 MGD 
pumping station located at Pope Lick Road, near the 1-64 and 1-265 interchange The 
existing 10 million gallon English Station Reservoir would serve as suction for the 
pumping station A 2 million gallon elevated distribution storage tank would be 
constructed near Shelbyville, at a site located close to the Hwy 155 interchange with 1-64 

Route 3b begins at English Station Road and foliows Urton Lane and 1-265 to 















t c 

QUte l a  
English Station Road to US 60, 900 If of 60-inch, then 29,700 If of 42-inch along 

US 60 to Eastwood and then parallel to railroad tracks to the Jefferson-Shelby County line 
near Clarks Station Road at Spotswood. Total length of this path has been estimated to be 
30,600 feet There would be a 23 MGD Pumping Station located around elevation 740 
near Clarks Station Road at the Jefferson-Shelby County Line. A 2 million gallon elevated 
tank would be located on the suction side of the pumping station. 

US 60 at 1-265 Interchange 

congestion, and potential future re-construction is recommended. Perhaps a path exiting 
the rear of LWC English Station Reservoir property, tunneling 1-265 there and merging 
into US 60 east of interchange. 

Consideration of alternate path to avoid current interchange traffic and utility 

US 60 at Floyds Fork Crossing 

structure contribute to tight spot issues Valhala golf course is on north side. This area is 
pretty tight. 

The existing utilities, homes on south side, old bridge next to current in-use 

aiIr~ad Tracks from Eastwoo to ClarEks Statio 
The tracks at Eastwood are in a tunnel which penetrates the hill on which 

Eastwood sits. It exits near Long Run at the edge of Ashmoor Woods subdivision. The 
tracks at the location at rear of subdivision are on an berm, which is elevated 20 feet or so. 
The access to tunnel opening was shown on USGS map, but is on private property. 
Attempts to gain permission to drive through the property coukl not be obtained, as their 
was no one home when the attempt was made. 

Corrosion issues near railroad bed may need to be checked out, if pipeline is 
installed near tracks. 

Some of the desired advantages of the route next to an adjacent railroad are lost 
here because the water line would have to go "cross country, perhaps diagonally through a 
fadnursery to reach the east tunnel exit and then run parallel to tracks. Once at the 
bottom, there is a pretty large bottomland area to be crossed at Long Run. There are 
elevated railroad tracks near Long Run, that are discussed later in this list of comments. 
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oute Ib 
English Station Road to Urton Lane, parallel to 1-265, 10,200 If of 60-inch, then 

25,200 If of 42-inch parallel to 1-64 to Clarks Station Road near the Jefferson County 
line, near Spotswood Total length of this route has been estimated to be 35,400 feet. 
There would be a 23 MGD Pumping Station located around elevation 740 near Clarks 
Station Road at the Jefferson-Shelby County Line. A 2 million gallon elevated tank would 
be located on the suction side of the pumping station. 

Tunnel at US 60, Urton Lme Route ok to 1-64. The strip between US 60 and the 
new fire station is tight for the first 700 feet or so, due to a currently out for bid 16-inch 
water main, storm drains, and other underground facilities. 

Truck turn around needed at 1-64, because of dead end Pope Lick Road. 
There is an existing easement along part of Pope Lick for newly installed CWEP main. 

1-64 to 11-265 
Tunnel at 1-64, old roadway on south side of 1-64 accessible for tunnel shaft and 

transition to pipe route 

-265 to English Station 
Tunnel 1-265 at Old Poplar Lane, along that road to area near New Poplar Lane 

transition with old (built to re-route for 1-265). 
Route along Poplar Lane to English Station Road at Poplar Level Church appears 

quite dificult 
There are several large signature entryways, a couple of ponds that are near the 

road right of way, and an old, 2 acre or so water filled rock quarry on this pathway. ' 

If this overall path is used, it is recommended that it diverge north near the Old 
Poplar-New Poplar intersection to follow a path to the LG & E gas route through the 
currently being developed subdivision at English Station Road and 1-64 (opposite 1-64 
fiom Christian Academy site) 

Alternate 1-64 bo 1-265, & 1-265 to English Station 
Because of the Poplar h i e  issues, it is recommended that coitsideration be given 

to crossing I-265 near Urton, or Pope Lick to Christian Academy site, cross I- 64 to the 
subdivision at English Station Road arid 1-64. 

English Sea 

Floyds Fork flood plain 

Station Road and Wibble Hill Road adjacent to Floyds Fork. Basically all of the creek 
bottom land at this location. 1t is believed that there was some controversy in the area 
when MSD was choosing a location for their treatment plant, now under construction 
directIy across 1-64. 

oad to FIoyds Fork 
The route appears OK. Significant terrain change when heading down to the 

There is an active sod farm being operated on the "Osteniter" property at Beckley 



oute 2a 
English Station Road to US 60, 900 If of 60-inch, then 54,500 If of 48-inch to Old 

Veechdale Rd, across 1-64 to Highway 1848, just south of its interchange with 1-64 
Total 
MGD pumping station located at the LWC English Station Road property. The existing 10 
million gallon English Station Reservoir would serve as suction for the pumping station. 
A 2 million gallon elevated distribution storage tank would be constructed near the flea 
market site at Simpsonville, located at 1-64 and Hwy 1848. 

length of this route has been estimated to be 55,400 feet There would be a 23 

-265 Interchange 
Consideration of alternate path to avoid current interchange traffic and utility 

congestion, and potential fbture re-construction is recommended. Perhaps a path exiting 
the rear of LWC English Station Reservoir property, tunneling 1-265 there and merging 
into US 60 east of interchange 

loyds Fork ClrQ§Shlg 
The existing utilities, homes on south side, old bridge next to current in-use 

structure contribute to tight spot issues. Valhala golf course is on north side. This area is 
pretty tight. 

UII Creek Crossing 
The path at FloydsJork bridge is bottlenecked by structures and converging 

utilities at this location. Location is in a curve of US 60 at the bottom of hill from 
Eastwood This looks like a very difficult spot to work through. 

ailroad tracks just west of Si 
Significant difficulty is apparent at the U at "L & N" railroad tracks. 

There are gas, water lines parallel to US 60. Homes are tight to right of way on north side 
of US 60, on both sides of tracks At this site, on south side there is a lumber yard The 
paths that look like a good place to install facilities, appear to be "taken" by other utilities. 

US 60 at, and alolog Old Veechdale 

road, tight ROW, tight utilities, and trees An alternate appears 114 mile west. Fairview to 
Lake Shore to the rear property line of Old Veechdale Road, thence to 1-64 There used to 
be a lake along this path There were cat tails observed in parts of old lake bed. There was 
an elevated water tank on Fairview. Existing utilities could be conflicting (sewer, water, 
etc) 

Old Veechdale Rd from US 60 to 1-64 looks tough. Narrow partially dead end 
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AIterraate Route 24, US 60 to US 906 Corps Center, soiitli to 1-64 

recommended that consideratioit be p e r t  to divertirig Route 2a south from US 60 
through the Job Corp Ceiiter. Prelimimry irtvestigation revealed open pathwq that 
could intersect with the Route 2b, Itear where it iiitersects with KY Hwy 1399 (Clark 
Station- P'eechdale Road). /f this alternate is ptrrsired. Mr Uiiderhill, of the Job Corp 
Center management, reconimerrded contactiiig Dr. Sant Robiiison of the Liircolir 
Iiistitrrte, iii L,oiiisville. 1,I leases property to the Job (Jorp Center. 

Recarise cf the Simpsoiivilie coiigestioit at railroad aid Old Veechdale Road it is 

English StaGon umping Station 
LWC property has several facilities cited there. Care in adding the pumping station 

would be necessary There are several vacant tracts of land adjacent to LWC property, so 
there is likelhood of finding a plot of land for the station. LG & E advises that power is 
readily available to the site. 

Simpsoinville 2 istribution Tank 

Hwy 1848 interchange to find a plot of land for the elevated tank. 
There appear to be sufficient vacant tracts of land in the area near the 1-64 and 

US 60 traffic volume is fairly high, and moves at posted limits, or higher (55  mph). 
This is particularly significant in the two lane sections, fiom Eastwood in Jefferson 
County all the way to Sirnpsonvifle in Shelby County. The traffic control elements along 
this path will require careful planning, and execution so as to ensure safe delivery of pipe 
materials and equipment. 

The estimated number of easements for the route through Veechdale, is 165. 
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oute 2 
English Station Road to Urton L,ane. parallel to 1-265, 10.200 If of 60-inch. then 

44,500 If of 48-inch parallel to 1-64 to Hwy 1848 near Simpsonville Total length of this 
route has been estimated to be 54,700 feet There would be a 23 MGD pumping station 
located at South Pope Lick Road. near the 1-64 and 1-265 interchange (southwest 
quadrant). The existing 10 million gallon English Station Reservoir would serve as suction 
for the pumping station A 2 million gallon elevated distribution storage tank would be 
constructed near the flea market site at Simpsonville. located at 1-64 and Hwy 1848. 

&l@i§h StahLl 
Tunnel at US 60. Urton Lane route ok to 1-64 The strip between US 60 and the 

new fire station is tight for the first 700 feet or so, due to a currently out for bid 16-inch 
water main, storm drains, and other underground facilities 

Truck turn around needed at 1-64? because of dead end Pope Lick Road 
There is an existing easement along part of Pope Lick for newly installed CWEP main. 
Truck turn around needed at 1-64, because of dead end Pope Lick Road Existing 
easement along part of Pope Lick for newly installed CWEP main 

Tunnel at 1-64, old roadway on south side of 1-64 accessible for tunnel shaff and 
transition to pipe route 

-265 to Englis 
Tunnel 1-265 at Old Poplar Lane, along that road to area near New Poplar Lane 

transition with old (built to re-route for 1-265). Route along Poplar Lane to English 
Station Road at Poplar Level Church appears quite diEcult. There are several large 
signature entryways, a couple of ponds that are near the road right of way, and an old, 2 
acre or so water filled rock quarry on this pathway. 

If this overall path is used, it is recommended that it diverge north near the Old 
Poplar-New Poplar intersection to follow a path to the LG & E gas route through the 
currently being developed subdivision at English Station Road and 1-64 (apposite 1-64 
from Christian Academy site). 

Allemate 1-64 to 4-265, 1-265 to Eq,$sh Station Road 
Because of the Poplar Lune issues, it is recommended that consideration be given 

to crossing 1-265 near Urton, or Pope Lick to Christian Academy site, cross I- 64 to the 
subdivision at English Station Road and 1-64. 

oad to Floyds 
The route appears OK Significant terrain change when heading down to the 

Floyds Fork flood plain. There is an active sod farm being operated on the "Ostemter" 
property at Beckley Station Road and Wibble Hill Road ad,jacent to Floyds Fork. Basically 
all of the creek bottom land at this location. It is believed that there was some controversy 
in the area when MSD was choosing a location for their treatment plant, now under 
construction directly across 1-64 



loyds Fork to Echo Trail 
The gas line is a little difficult to find in this vicinity. It crosses Gilliland Rd. 

between 1201 and 121 1. It appears that the gas line is near 1201. Installing the water line 
here would have some solvable design issues. Terrain change coming out of Floyds Fork 
bottom land There is a creek crossing to make between Wibble Hill Road and Gilliand 
Rd . 

Echo Trail to 

USGS maps show significant grade changes between Echo Trail and Fischerville Rd when 
entering the Long Run valley There is a creek crossing at Long Run 

Pipe route as observed from paved roadway at gas route crossing appeared OK 

Fischerville Woad to Spotswood - Clark Station 

additional facility placement, due to existing home sites and landscaping elements . ponds, 
gardens etc. Route near Spotswood Road, between Clark Ridge Rd. appears to thread 
between homes and outbuildings Five to six houses aflected. Routing appears possible, 
but some challenges exist here. Not out of the ordinary though. There is a long, connected 
series of dead end roadways that must handle resident access during construction. 

Spotswood - Clark St 
Comer Station Road to 

The route from Spotswood Road to Clark Station Road has a few tight spots for 

d to Conner Station Road, 

Routes as observed from paved surfaces look fine 

urnping Station 
There appear to be sufficient vacant tracts of land in the area near the 1-64 and I- 

265 interchange to find a plot of land for the station. LG & E advises that power is readily 
available to the site. 

There appear to be sufficient vacant tracts of land in the area near the 1-64 and 
Hwy 1848 interchange to find a plot of land for the elevated tank. 

The route was observed from the paved roadways near the LG & E gas line route, 

Access to route 2b adjacent to the gas line, if not within the confines of the 
which is generally parallel to 1-64. 

easement, will be on narrow roads, with soft shoulders. They appear to be quite well 
maintained and are currently in good condition 

vertical clearance problems for pipe delivery. The roads are: Beckley Station Rd and 
Fischerville Rd. in Jefferson County, and Conner Station Rd. in Shelby County 

Roadways that cross under 1-64 through "culvert type access tunnels" may have 

Easement requirements for the route is estimated to be 75. 
Production is expected to be higher here than along US 60, due to open country 

nature of pathway . Large stretches of favorable terrain were observed. 
Stray current and gas line cathodic protection issues may exist along path parallel 

to gas easement. Blasting control for rock removal near gas routes will require close and 
carehl monitoring to ensure safe construction 
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s 
oute 3a 

English Station Road to LJS 60, 900 If of 60-inch, then 54,500 If of 48-inch to Old 
Veechdale Rd, across 1-64 to Highway 1848, just south of its interchange with 1-64, then 
22,500 If of 48-inch parallel to 1-64 with delivery point at Hwy 55 at Shelbyville. Total 
length of this route has been estimated to be 77,900 feet. There would be a 23 MGD 
pumping station located at the LWC English Station Road property. The existing 10 
million gallon English Station Reservoir would serve as suction for the pumping station. 
A 2 million gallon elevated distribution storage tank would be constructed near 
Shelbyville, at a site located close to the Hwy 55 interchange with 1-64, 

Consideration of alternate path to avoid current interchange traffic and utility 
congestion, and potential fbture re-construction is recommended. Perhaps a path exiting 
the rear of L,WC English Station Reservoir property, tunneling 1-265 there and merging 
into IJS 60 east of interchange. 

us 60 at Floyds Fork crossing 
The existing utilities, homes on south side, old bridge next to current in-use 

structure contribute to tight spot issues. Valhala golf course is on north side. This area is 
pretty tight. 

US 60 at Long Creek Crossing 
The path at FloydsFork bridge is bottlenecked by structures and converging 

utilities at this location. Location is in a curve of US 60 at the bottom of hill from 
Eastwood. This looks like a very difficult spot to work through. 

b23CkS just West Qf ~ ~ ~ P S o ~ V ~ ~ l ~  
Significant difficulty is apparent at the IJS 60 overpass at "L & N" railroad tracks. 

There are gas, water lines parallel to I JS 60. Homes are tight to right of way on north side 
of US 60, on both sides of tracks. At this site, on south side there is a lumber yard. The 
paths that look like a good place to install facilities, appear to be "taken" by other utilities. 

ITS 60 at, and along 

road, tight ROW, tight utilities, and trees. An alternate appears 1/4 mile west, Fairview to 
Lake Shore to the rear property line of Old Veechdale Road, thence to 1-64. There used to 
be a lake along this path There were cat tails observed in parts of old lake bed. There was 
an elevated water tank on Fairview. Existing utilities could be conflicting (sewer, water, 
etc). 

Old Veechdale Rd from US 60 to 1-64 looks tough. Narrow partially dead end 

wy 1848 to wgr 55 
Route as observed from paved surfaces looks fine 



oute 3a, US 60 80 US Job Corps Center, S Q U P ~  PO 1-64 
Recause of the Simpsotwille coiigestiori at railroad atid Old Veechdale Road, it is 

recomrnetided that cotlsideration he given tu diverling Roiite 2a southj?om US 60 
through the Job Cotp Center. Preliiniriary inves~igatiori revealed open pathway that 
could iiitersect with the Route 2b, tiear where it iiitersects with KY Hwy 1399 (Clark 
Slation-Veechhle Road). If this alternate is pursued, Mr Utiderhill, of the Job Corp 
Center management, recommeiided coiitactiiig Dr. Sam Robitisoil of the L,iticolti 
ItistitUte, in Louisville. LI leases property to the Job Corp Center. 

ping Station 
LWC property has several facilities cited there. Care in adding the pumping station 

would be necessary. There are several vacant tracts of land adjacent to LWC property, so 
there is likelhood of finding a plot of land for the station. LG & E advises that power is 
readily available to the site 

~ s ~ i ~ ~ ~ Q n  Tank 
There appear to be sufficient vacant tracts of land in the area near the 1-64 and 

Hwy 55 interchange to find a plot of land for the elevated tank. 

General Notes: 

This is particularly significant in the two lane sections, from Eastwood in Jefferson 
County all the way to Simpsonville in Shelby County. The traffic control elements along 
this path will require carefbl planning, and execution so as to ensure safe delivery of pipe 
materials and equipment. 

surfaces . 

US 60 traffic volume is fairly high, and moves at posted limits, or higher (55 mph). 

This route, where not adjacent to US 60 was observed from paved roadway 

The estimated number of easements for the route through Veechdale, is 185. 
Stray current and gas line cathodic protection issues may exist along the portion of 

path parallel to gas easement. Blasting control for rock removal near gas line will require 
close and careful monitoring to ensure safe construction. 
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English Station Road to Urton L.ane, parallel to 1-265, 10,200 If of 60-inch, then 
44,500 If of 48-inch parallel to 1-64 to Hwy 1848 near Simpsonville, then 22,500 If of 48- 
inch parallel to 1-64 with delivery point at Hny 155 at Shelbyville. Total length of this 
route has been estimated to be 77,200 feet There would be a 23 MGD pumping station 
located at Pope Lick Road, near the 1-64 and 1-265 interchange. The existing 10 million 
gallon English Station Reservoir would serve as suction for the pumping station. A 2 
million gallon elevated distribution storage tank would be constructed near Shelbyville, at 
a site located close to the Hwy 55 interchange with 1-64 

English Statiion 
Tunnel at US 60, Urton Lane route ok to 1-64 The strip between US 60 and the 

new fire station is tight for the first 700 feet or so, due to a currently out far bid 16-inch 
water main, storm drains, and other underground facilities. 

Truck turn around needed at 1-64, because of dead end Pope Lick Road. 
There is an existing easement along part of Pope Lick for newly installed CWEP main 
Truck turn around needed at 1-64, because of dead end Pope Lick Road. Existing 
easement along part of Pope Lick for newly installed CWEP main. 

1-64 to 1-265 

transition to pipe route 

1-265 to English Station 

transition with old (built to re-route for 1-265). Route along Poplar Lane to English 
Station Road at Poplar Level Church appears quite difficult. There are several large 
signature entryways, a couple of ponds that are near the road right of way, and an old, 2 
acre or so water filled rock quarry on this pathway. 

E this overall path is used, it is recommended that it diverge north near the Old 
Poplar-New Poplar intersection to follow a path to the LG & E gas route through the 
currently being developed subdivision at English Station Road and 1-64 (opposite 1-64 
fiom Chnstian Academy site). 

Tunnel at 1-64, old roadway on south side of 1-64 accessible for tunnel shaft and 

Tunnel 1-265 at Old Poplar Lane, along that road to area near New Poplar Lane 

Alternate 1-64 to 1-265, di 1-265 to English Station Road 
Because of the Poplar Lane issues, it is recommended that consideration be given 

to crossing I-265 near Urton, or Pope Lick to Christian Academy site, cross I- 64 to the 
subdivision at English Station Road and 1-64. 

English Statio 
The route appears OK. Significant terrain change when heading down to the 

Floyds Fork flood plain There is an active sod farm being operated on the "Ostemter" 
property at Reckley Station Road and Wibble S I 1  Road adjacent to Floyds Fork Basically 
all of the creek bottom land at this location. It is believed that there was some controversy 
in the area when MSD was choosing a location for their treatment plant, now under 
construction directly across 1-64 



The gas line is a little difficult to find in this vicinity It crosses Gilliland Rd 
between 1201 and 121 1 It appears that the gas line is near 1201 Installing the water line 
here would have some solvable design issues Terrain change coming out of Floyds Fork 
bottom land There is a creek crossing to make between Wibble Hill Road and Gilliand 
Rd. 

Echo Trail to Fisc 

USGS maps show significant grade changes between Echo Trail and Fischerville Rd when 
entering the Long Run valley There is a creek crossing at Long Run. 

Pipe route as observed from paved roadway at gas route crossing appeared OK 

catswood - Clark Station 
wood Road to Clark Station 

additional facility placement? due to existing home sites and landscaping elements . ponds, 
gardens etc. Route near Spotswood Road, between Clark Ridge Rd. appears to thread 
between homes and outbuildings Five to six houses affected. Routing appears possible, 
but some challenges exist here. Not out of the ordinary though There is a long, connected 
series of dead end roadways that must handle resident access during construction 

Sgotswood - Clark Station 
Conner Station Road to 

as a few tight spots for 

to Comer Sta 

s observed from paved surfaces look fine. 

Pope Lick Ros urnping Station 

265 interchange to find a plot of land for the station. LG & E advises that power is readily 
available to the site 

There appear to be sufficient vacant tracts of land in the area near the 1-64 and 1- 

istributcion Tank 
There appear to  be sufficient vacant tracts of land in the area near the 1-64 and 

Hwy 55 interchange to find a plot of land for the elevated tank 

General Notes: 

which is generally parallel to 1-64. 

easement, will be on narrow roads, with soft shoulders They appear to be quite well 
maintained and are currently in good condition 

vertical ciearance problems for pipe delivery. The roads are" BecMey Station Rd and 
Fischerville Rd. in Jefferson County, and Conner Station Rd. in Shelby County 

The route was observed from the paved roadways near the LG & E gas line route, 

Access to route 3b adjacent to the gas line, if not within the confines of the 

Roadways that cross under 1-64 through "culvert type access tunnels" may have 

Easement requirements for the route is estimated to be 95. 
Production is expected to be higher here than dong IJS 60, due to open country 

nature of pathway . Large stretches of favorable terrain were observed 
Stray current and gas line cathodic protection issues may exist dong path parallel 

to gas easement Blasting control for rock removal near gas routes will require close and 
careful monitoring to ensure safe construction 
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Tank (Tank on s 

and elevated suction reservoir. However, L,G & E advises that power availability to the 
Clark Station Road at Spotswood Road location is poor. They would have to come from 
IJS 60 to bring in a feed. Indications are that this would be an expensive installation. 

There appears to be sufficient acreage in the vicinity to installing a pumping station 

English Station 23 
LWC property has several facilities cited there. Care in adding the pumping station 

would be necessary. There are several vacant tracts of land adjacent to LWC property, so 
there is likelhood of finding a plat of land for the station. LG & E advises that power is 
readily available to the site. 

mping Station 
There appear to be sufficient vacant tracts of land in the area near the 1-64 and I- 

265 interchange to find a plot of land for the station. LG & E advises that power is readily 
available to the site. 

vacant tracts of land in the area near the 1-64 and 
Hwy 1848 interchange to find a plot of land for the elevated tank. 

~ s ~ i ~ ~ ~ ~ ~  Tank 
There appears to be sufficient vacant tracts of land in the area near the 1-64 and 

Hwy 55 interchange to find a plot of land for the elevated tank. 
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Jefferson County ~ 

required for all pipeline routes. A meeting attended by Bill Rhodes, Jason Jones and 
James Bates was held 3/25/98 in James' office Techniques for extracting information 
about the potentially affected properties were explored. It was determined that LOJIC 
"layers*' of aerial photo data, contours and roadways could be used to define points on the 
routes, which could then be connected to show the "route lines". The LOJIC database 
then would be queried for information about properties intersected by the lines. 
lnforrnation retrieved, and loaded into an Excel file would include lot & block number, 
owner name & address, property address, PVA assessed values of property (including 
improvements). 

The routes were visually approximated on the monitor, with point and click 
techniques used to input these points into the computer. The roadways and LG&E gas 
lines route were fairly distinct on the photo data. They agreed with representations on the 
USGS Jeffersontown, and Fischerville quads. These points therefore are approximate, but 
deemed reasonably accurate for estimating orders of magnitude for easement quantities, 
and their values 

a diagram depicting the properties is included on the following pages. 

LOJIC data was utilized to estimate the number of Jefferson County easements 

A copy of the Excel spreadsheet showing Jefferson County PVA information , and 

Records in the Shelby County Property Valuation Office were used to estimate the 
number of Shelby County easements for the routes. They are in the form of an aerial 
photo grid on which the properties are shown. A visual approximation of the routes was 
made, and the easements were counted. The count is not precise, but is felt to be 
reasonably accurate for estimating orders of magnitude for easement quantities. 

attachments are included for the Shelby County portions of the routes. 
No additional research for Shelby County property or owner data was made. No 

Estimated easement quantities and average lengths are tabulated in the Route 
Characteristics section of the "LWC Bluegrass Project Pipe Routes Matrix". 
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Printed bv Karen Willis / THRD4 6/17/98 8:38am 
....................................................................... ,.*------ ... 

Base  P i p e  
Pump S t a t i o n  
Tank 
O p t .  P i p e  

T o t a l  

LWC PDR D e l t a  

$500k $510k <$10k> 
240k 290k < 50k> 
1 5 0 k  1 4 8 k  2k 
420k 391k 29k 

$1,31Ok $l,, 340k <$29k> 

I n  summary I t h i n k  w e  c o u l d  a c c e p t  t h e  p r o p o s e d  fees f o r  base p i p e l i n e ,  t h e  
t a n k  a n d  t h e  o p t i o n a l  p i p e l i n e .  

The  pump s t a t i o n  r e m a i n s  a p o i n t  o f  c o n t e n t i o n .  The  PDR f e e s  p r o p o s e d  above 
i n c l u d e  t h e  a s s u m p t i o n  t h a t  a l l  t h r e e  pump s t a t i o n s  w i l l  be b id  as  o n e  
p a c k a g e .  I f  w e  b i d  s e p a r a t e l y  t h e n  t h e i r  d e s i g n  f e e s  a r e  e v e n  h i g h e r .  On 
t h e  o t h e r  h a n d  I t h i n k  G a n n e t t  F l eming  h a s  w h i t t l e d  o u t  j u s t  a b o u t  a l l  t h e y  
i n t e n d  t o .  

Reca l l  t h a t  t h e  o r i g i n a l  PDR p r o p o s a l  w a s  for a b o u t  $1,95Ok. We've 
n e g o t i a t e d  them down by  -$610k.  

I t  may be t i m e  t o  p u l l  KY-American i n  a n d  t e l l  them t h a t  w e  recommend award  
o f  t h e  c o n t r a c t  a t  t h e  p r o p o s e d  f e e s .  

Fwd=by:=Greg=Heitzman=6/15/98==5:27pm==p======================================= 
Fwd to: J i m  Branunell / THRD4 

I be l ive  we h a v e  enough  d a t a  t o  now c o n t a c t  KAWC. Pls get w i t h  Karen  t o  make 
c o n t a c t  w i t h  L i n d a  Br idwe l l /Tom F r i L e y ,  t o  r e v i e w  t h e  proposals w i t h  KAWC. 
U l t i m a t e l y  w e  wan t  a l e t te r  f rom KAWC t h a t  t h e s e  prices a r e  a p p r o v e d  and  LWC 
c a n  proceed t o  award  c o n t r a c t  w i t h  PDR a n d  t h a t  d e s i g n  c o s t s  w i l l  be 
r e i m b u r s e d  b y  KAWC i n  a c c o r d a n c e  w i t h  LWC/KAWC a g r e e m e n t  ( w h i c h  w e  a r e  s t i l l  
n e g o t i a t i n g ) .  Then  w e ' l l  proceed w i t h  rec t o  o u r  Board  a t  special  mtg i n  
e a r l y  J u l y  o r  r e g u l a r  J u l y  Board  mtg. 

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

Fwd=by:=Jim=Bra~ell==6/17/98==6:54am==:======================================= 
Fwd to: Karen  Willis / THRD4 
CC: G r e g  He i t zman  / THRD4 

Karen ,  FYX. Also, h a v e  you made a t t e m p t  t o  set u p  t h e  m t g ?  
............................................................................ 
---------------------_________I__________------------------------------------ 

Page: 1 

- 



SCHEDULE B 
BLUEGRASS WATER PROJECT AGREEMENT 

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

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

million gallons per day (MGD) {LWC wiI2 consider a ramping approach), and up to a 
maximum of 23 MGD capacity to the Buyer. The Seller has up to 6 months to make the 
necessary improvements to provide the new Buyer Reserve Capacity request {K-A needs to 
have this capacity on a ittomerits notice]. 

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: I )  Operating Cost, 2) Depreciation Cost, 3) Return on 
Plant Investment, and 4) Customer costs. These components are defined as follows: 

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

(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) 

Actual expenses assignable to the Buyer including, but not limited to, metering, billing, 
collection, and operation and maintenance on Buyer specific assets. 

0 Depreciation Cost Component 

‘e 

0)  Customer Costs 

3. Minimum Consumption and Peaking Factor 
{Both parties to Iook at and determine a minirnrrrn coitsumptiortj 
Buyer consumption for each day shall be determined by the metered usage from midnight until 
midnight. Minimum Buyer consumption will be _____ 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 Capacity for any given day, the rate shall be as identified in 
paragraph 2 up to the Buyer Reserve Capacity, and any additional consumption shall be at the 
then current L,WC wholesale rate plus elevated service charge (presently $1.35/thousand 
gallons ). 
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BLUEGRASS WATER PROJECT AGREEMENT 

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

Buyer shall notify Seller, in writing, the Buyer Reserve Capacity request for each calendar year 
by July 1'' of the previous year. Annually, the Seller may reserve a minimum of 
______ million gallons per day (MGD) {L WC will consider a ramping approach), and up to a 
maximum of 23 MGD capacity to tbe Buyer. The Seller has up to 6 months to make the 
necessary improvements to provide the new Buyer Reserve Capacity request @-A needs io 
have this capacity on a moments notice). 

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) Customer costs. These components are defined as follows: 

/ 

Q 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 return on plant investment - 
common to only retail costs -- customer costs) 
Customer Costs 
Actual expenses assignable to the Buyer including, but not limited to, metering, billing, 
collection, and operation and maintenance on Buyer specific assets. 

' 0  

3. Minimum Consumption and Peaking Factor 
(Both parties to look at and determine a minimum consumption) 
Buyer consumption for each day shall be determined by the metered usage from midnight until 
midnight. Minimum Buyer consumption will be - 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 Capacity for any given day, the rate shall be as identified in 
paragraph 2 up to the Buyer Reserve Capacity, and any additional consumption shall be at the 
then current L,WC wholesale rate plus elevated service charge (presently $1.35/thousand 
gallons ). 



SCHEDULE B 
BLUEGRASS WATER PROJECT AGREEMENT 

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

Buyer shall notify Seller, in writing, the Buyer Reserve Capacity request for each calendar year 
by July 1'' of the previous year. Annually, the Seller may reserve a minimum of 

million gallons per day (MGD) {L WC wiZZ consider a ramping approach], and up to a 
maximum of 23 MGD capacity to the Buyer. The Seller has up to 6 months to make the 
necessary improvements to provide the new Buyer Reserve Capacity request {K-A needs to 
have this capacity on a ntomeiits notice]. 

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) Customer costs. These components are defined as follows: 

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

(Buyer Reserved Capacity / Seller System Capacity) * (Seller depreciation expenses - 
common to only retai1 costs - customer casts) 
Return on Plant Investment Component 
(Buyer Reserved Capacity / Seller System Capacity) * (Seller return on plant investment - 
common to only retail costs - customer costs) 
Customer Costs 
Actual expenses assignable to the Buyer including, but not limited to, metering, billing, 
collection, arid operation and maintenance on Buyer specific assets. 

8 Depreciation Cost Component 

e 

3. Minimum Consumption and Peaking Factor 
{Both parties to look at and determine a mitiimuiii consuniptiori) 
Buyer consumption for each day shall be determined by the metered usage fiom midnight untiI 
midnight. Minimum Buyer consumption will be ___ 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 Capacity for any given day, the rate shall be as identified in 
paragraph 2 up to the Buyer Reserve Capacity, and any additional consumption shall be at the 
then current LWC wholesale rate plus elevated service charge (presently $1.35/thousand 
gallons ). 
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2300 Richmond Road Lexington, Kentacky 40502 
(606) 268-6320 Fax (6061 2686327 

May W. Mundy I I  
Piesident 

May 11, 1998 

Mr. Jolm Muber, President 
Louisville Water Company 
435 South Third Street 
Louisville, KeJ1tUCk-y 40202 

Dear John; 

I would like to express my appreciation for the time and dedication that you and your staff have 
put into developing our contract to this point and for your continued willingness b discuss the 
variow issues. 

Coleman, Linda and Mark contacted Greg on Thmday, May 7,1998 to clarifj some of the 
issues that we discussed on Tuesday. We want to make sure tliat we clearly understand your 
position on some matters and that you also understand our needs as you approach your board 
tomorrow. Ow needs are, in essence, the needs of our customers. Our customers require m 
additional s o w e  of quality water at a fair cost. As you know, before our contract is finalized, 
the Public Sewice Commjssion must approve it. Quur diligence would not vary regardless, but 
we have approached the negotiations with the regulatory process, and its attendant scrutiny, in 
mhd. 

At ow meeting on Tuesday, we talked at length about the issue of developing a defensible 
reserve capacity number. Greg suggested that we approach this issue by measuring various 
sreniuios regarding the frequency, severity and t h e  of B drought event. lhis information is to 
be supplied to Bob so that he can ran the various reserve capacjty and peak event scenarios 
:hrwgh his rate model. Through our discussion with Greg, Linda gained a firm undersumding of 
what he is propsing and will supply those numbers PO Bob next week. 

]In tdldng to Greg, we were also seeking clarification on the issues of upsizing and point of 
delivery. There have been numerous scenarios presented, and I will attempt in this letter to state 
what 1 believe to be your position and dso to c o d i  our position on these matters. 

The first scenwio: Poi& of delivery at tlke JeffemedShelby Cswniy line with wpskeing. We 
understand that your position on upsizing under this scenario wouid be io do so on an 
incremental basis, basically paying the increased cost of I q e r  pipe and any increase in 
installation costs within Jefferson Counry. Our position on upsizing this main is that the costs 
should be s h c d  on a carrying capacity basis. In discussing the scenario on Tuesday relating to 
fccilitics beyond the Jefferson County line, you offerred, as ~ u 1  example, an upsizing scenario that 
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would increase the capacity of the line from 23 to 40 MGD. On this basis, 1 believe your 
comment was that the sharing could be 23/40 KAWC and 17/40 LWC. I am certainly not hying 
to imply that this was ai offer on your behalf, but am using this to illustrate that w e  feel this is 
the fair w3y to share the costs on any upsizing as LWC will obviously have that capacity for its 
future needs. 

The second scenario Point of delivery in Sbelby County st Wighway 55 with apshzinng. As I 
mentioned on Tuesday, for us to consider moving the point of delivery, KAWC expects that a 
substantial investment be made by LWC. Offerirg this proposal means that the line has value to 
LWC, the total cost of which should not be borne by KAWC's customers. We discussed this 
proposal at length on Tuesday, but I want to make sure that we both have the same 
understanding. One possible scenario I presented was for LWC to pick up the entire cost ofthc 
line from the Shelby County line to Highway 55. Sharing the upsizing of the line from English 
Station to Highway 5 5  on the carrying capacity basis mentioned above is also worthy of 
consideration. 

During the discussion between L h d 4  Culemm, Mark and Greg on Thursday, Greg mentioned 
that he would like to consider a third pump station. Under a scenario where LWC would see the 
need for a third pump station, but KAWC did nos have an immediate need for it, Grcg asked that 
KAWC consider participating in this third pump station on a canying capacity basis. We would 
be willing to listen to a proposal on haw a third pump station could benefit us. 

One last issue that hasn't been discussed by us, but one Coleman has suggested to Bob is the 
consideration LWC will give KAWC as a result of KAWC becoming a guaranteed customer 
providing several hundred thousand dollars a year in revenues, 'When such opportunities are 
available to us, we are willing to invest certain capi?al to obtsin such a user based upon revenue 
projections (not necessarily guarantees). Jt is possible that some of the issues we are now 
discussing will open that opportunity for such consideration. 

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

c: Bob Miller Greg tieitzman 
Coleman Bush Mark Frost 
Herb Miller Nick Rowe 

Linda Bridwell 
L.W. Ingrem. Esq. 

F:\sharedUwcO5I I98 doc 
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2300 Richmond Road Lexington, Kentudcy 40502 
(606) 2686320 Fax (606) 268.6327 

Roy W. Mundy iJ 
President 

June 19,1998 

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

Dear John: 

Thank you again for the hard work you and your M have put into our negotiations toward the 
water purchase agreement between the Louisvillz Water Company and Kentucky-American 
Water Company. My purpose in writing is to state the current position of KAWC regarding 
what I consider to be our only significant remaining issue, and to make a suggestion as to how 
we might bring these issues to a close. 

We are in agreement with your request to move the point of delivery to the intersection of 
Interstate Highway 64 aad Kentucky IIighway 55. Our understanding is that this request 
includcs a 25-MGD pump station and water storage tank designed and installed entirely at the 
expense of LWC (tank capaciry to be determined). 

ADDITIONAL 12 MGD OF CY PACITY C m  TED BY PUMPSTATION AND T A M  
IgEFIERENCED ABOVE: 

We understand that you have offered KAWC the right of first refusal for any increment of this 
additional capacity. Our request that one-half of this additional capacity be reserved for us at no 
additional cost wag denied. 1 assume that if we agree to the first r e h i l  concept ofthe 12 MGD 
in lieu of an &solute reserve, OUT cost to accept a portion of the 12 MGI) would be in accord 
with current contract terms- 

We continue to disagree on LWC's share of the cost when the line is upsized, but to complete the 
contract, we will accent your representation that the incremental cost approach has been 
universally applied by LWC in situations where upsizing has been done, 
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The Public Service Commission Qes not allow KAWC to recoyer depreciation on contributed 
property and it is likely that they would look with disfavor on a rate that included such a cost. 
We suggest that depreciation on contributed property, if any, be removed h m  our rate 
calculation. 

You have indicated that your board is interzsted in a guaranteed stream of revenue. We suggest 
that a minimum Ievef of sales is unnecessary because the reserved capacity rate requires a 
minianurn, and guaranteed, level of revenue, as it may increase from h e  to t h e ,  over the life of 
the contract. 

RESERVED W A C I T Y :  

Our decision in these negotiations must be made among the vwlous alternatives to the source of 
supply deficit. We must minimize our annual operating costs. It is obvious that the closer our 
reserved capacity is to our actual average we, the lower our per-unit rate will be. We propose 
that our initial resewed capacity be 2.5 MGD. We also propose that this r e m e  increase .5 
MGD in the succeeding three years until it reaches 4 MGD. A reserved capacity of 6 MGD, 
while our average use remains at around 2 MGD, produces a rate that creates little, if any, benefit 
for KAWC. In fact, at an actual use of 1.5 MGD, the rate, using a QMGD reserved capacity, is 
$1.79 per thousand gallons. 

I am hopeful that prior to our next meeting as a group, I could discuss these issues with you 
privately. We may be &le to bring closure to some of them. 

Sincerely, 

President 

TCTFIL P.03 
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JOHN L. HUBER 
PRESIDENT 

November 16, 1998 

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

Dear Herb: 

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

Design of the water main from English Station Road and U. S. Highway 60 to 
Kentucky Highway 55 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 Heitzman, with copy of agreement 
Steve Hubbs, with copy of agreement 
Bob Miller, with copy of agreement 
Karla Peasley, 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  



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

Herbert A. Miller, )r” 
Corporate Counsel 
(606) 268-6339 

November 9, 1998 

John I,. Huber 
President 
Louisville Water Company 
550 South Third Street 
L,ouisviIle, KY 40202 

Dear John: 

Enclosed for your signature are seven (7) sets of the Water Supply Agreement. I would 
appreciate the return of four (4) fully signed originals. 

Kentucky-American has appreciated the cooperation and professionalism displayed by 
you and your staff in these negotiations. The resulting Agreement will benefit the custamers of 
both Louisville Water Company and Kentucky-Amencan Water Company. 

Yours / very truly, 

Herbert A. Miller, Jr. 

HAM/jd 

Enclosures 

c: Hon. Joseph B. Helm 
Lindsey W. Ingram, Jr. 



WATER SUPPLY AGREEMENT 

TI-IIS WATER SUPPLY AGREEMENT, dated as of this 7-k day of /d WE)M A m  , 
1998, between 

L,OUISVlLLE WATER COMPANY, 
550 South Third Street 
Louisville, Kentucky 40202 

and 

KENTTJCKY-AMERICAN WATER COWANY, 
2300 Richmond Road 
Lexington, Kentucky 40502 

(’I Seller”) 

(“Buyer”) 

RECITALS 

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, 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 
of Taylorsville, 

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

n 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 hture needs of Buyer’s customers and plans construction of extended transmission 
facilities to the Point of Delivery, defined below, to connect its existing system with Seller’s. 

W I T N  E S S E T H .  

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



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

(a) Proiect Facilities. Fixtures, equipment, water ti ansmission 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 fa) 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 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 aghway 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 sub,ject 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 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. 
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(d) Also, on or before December 1, 1998 Seller will provide Buyer with its 
estimated cost of the portion of the 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 
instnictions and within the limitations of such, Seller will initiate an effort to acquire easements and 
other property rights needed in the construction and instalkition of the Project Facilities, keeping 
Buyer advised from time to time as to its progress and as to any obstacles encountered in such 
procurenient 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 FACLLITES: Upon receipt of 
written instructions from Buyer, and within the limitations contained therein which shall not be 
contrary to law or Seller's written contract bidding procedures, Seller will initiate its construction 
contract bidding process for the Project Facilities, including the advertising for and the taking of bids 
in accordance with its invitation to bid. 

5 CONSTRUCTION OF PROJECT FACILITIES: 

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

(b) Seller, using a professional engineering firm, registered in Kentucky, will 
supervise the construction of the Project Facilities and will coinplete same to the Point of Delivery 
no later than eighteen months from the date Seller receives the initial written instructions, set forth 
in Section S(a), immediately above, time being of the essence The completion of 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 Constniction 
Completion Date provided such delays are the result of unanticipated adverse weather conditions, 
labor unrest, natural disasters, legal obstacles encountered in easement acquisition or other 
circumstances beyond Seller's control Also, if Seller deems it necessary to rebid the construction 
contract(s) because of the expiration of the previous bids, the Construction Completion Date will be 
extended to accommodate the delay caused by such rebidding 

6 PROJECT FACILITIES' COSTS ALLOCATION 

(a) Except as otherwise provided in Section 6(c) Buyer agrees to pay the 
reasonable and necessary costs of design, site acquisition and construction of the Project Facilities, 
which costs 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 
Recording of Real Estate Documents 
Real Property Appraisals 
Miscellaneous Out-of-Pocket Expenses 

Construction Contractts) 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 reproductibn 
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 BUYERS 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 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 f h d s  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 judgnieiits, settlements, legal fees 
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and other costs incurred by Seller as a result of Buyer's rehsal to pay Seller with respect to a third 
party claim 

8 FINANCTNG OF B U E R S  SHARE OF COSTS OF PROJECT FACILITIES 

Buyer agrees to reimburse Seller for a11 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 ofwhich are to be used to pay or to reimburse Seller for the Pr0jec.t 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 of which are 
to be used to pay or to reimburse Seller for the cost ofthe 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 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 ofthis 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 to be added to such delinquent paynient 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 



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. SERVlCE 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 
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 
plantjequipment 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 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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I O .  METERING ARRANGEMENTS" Seller agrees to hrnish, 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 ofien 
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 finished 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 
Agr eemen t 

(b) Buyer's meter will be read at the end of each month of Service and shall be 
invoiced by Seller in accordance with the provisions of Exhibit €3, provided, however, the rate paid 
by 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 foilowing 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 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 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 
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(i) When Seller receives a bona fide, acceptable proposal to sei1 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 SeIIer- 
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 Prqject 
Facilities needed to provide the increase in rate of flow to the Point of Delivery. 

(iv) To an increase in its Exhibit R 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 t o  SO% 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)($ and (iii), above, an issuance similar to that contemplated in Section 8(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 intentjon 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 notifjr Buyer of any 
condition or situation, which would adverseiy 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 mindbl that the parties are hopefd 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 SELLER'S REPRESENTATION AND WARl2AIV.J. 

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) 
the event of 

Agreement 

(b) 
event of 

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

( I )  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 

( I )  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 afier 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 MISCELLA?EOUS PROVISIONS 

(a) This Agreenient 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 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 saurces 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 

(8) This Agreement niay be amended at any time by mutual agreement, in writing, 
of the parties 

(11) 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 furnish 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 SELL,ER 

I President c President , 

Date Date 

Attest Attest. 

UTI.D2075:015 jrc 
F:\IJSE,RS\O 15U.WCKYAMEWAT A13 

c 
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Schedule A 

Bluegrass Water Project Agreement 

Projected Debt Amortization Schedule 
per $1,000,000 of debt with level debt service payments 
at 6% interest for 20 years 

Year 

1 $ 
2 $ 
3, $ 
4 $ 
5 $ 
6 $ 
7 $ 
8 $ 
9 $ 
10 $ 
11 $ 
12 $ 
13 $ 
14 $ 
15 $ 
16 $ 
17 $ 
18 $ 
19 $ 
20 $ 

Beginning 
Balance 

1,000,000 $ 
972,815 $ 
944,000 $ 
913,455 $ 
881,078 $ 
846,758 $ 
810,379 $ 
771,817 $ 
730,942 $ 
687,614 $ 
641,686 $ 
593,002 $ 
541,398 $ 
486;697 $ 
428,715 $ 
367,253 $ 
302,104 $ 
233,045 $ 
159,843 $ 
82,249 $ 

Interest 

60,000 $ 
58,369 $ 
56,640 $ 
54,807 $ 
52,865 $ 
50,805 $ 
48,623 $ 
46,309 $ 
43,857 $ 
41,257 $ 
38,501 $ 
35,580 $ 
32,484 $ 
29,202 $ 
25,723 $ 
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 $ 
40,876 $ 
43,328 $ 
45,928 $ 
48,683 $ 
51,604 $ 
54,701 $ 
57,983 $ 
61,462 $ 
65,149 $ 
69,058 $ 
73,202 $ 
77,594 $ 
82,250 $ 

Ending 
Balanw 

972,815 
944,000 
913,455 
881,078 
846,758 
81 0,379 
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 

(0) 





WATER SUPPLY AGREEMENT 

E X I D 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 Buver's Capacitv Request. On or before July 1 of each calendar year, beginning with 
the year preceding the first full 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 fill1 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 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 fill1 calendar year. 

2. -Water S e r v i c e m .  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 011 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 I of Seller's rate 
schedule, applied to the number and size of meters installed at Buyer's request 



3 Minimum Usape Minimum usage of water during the first full 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 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 million gallons per 
month and for the Irrigation Months, shall be 57 6 million gallons per month For the third foll 
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 lrrigation 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 ExDlanatory Schedules. Attached to this Exhibit B are the following 
described supporting and explanatory schedules 

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

(b) 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 

B - 2  



7 Seller's Production Capacity As shown in Schedule I ,  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 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 figures used by Seller in preparing its 1998 budget, approved by the Board of Water Works and 
submitted to Seller's bondholder trustee, an annual exercise Annual rate revisions will be performed 
using Seller's budget figures. 

UTI .D2075:015.jrc 
F:\USERS\OI SU.WC\WATSUPPR SCB 

R - 3  



Ion8198 EXHIBIT B 
Schedule 1 

Calculation of Rate Components 
LWC . KAWC WATER SUPPLY AGREEMENT 

Request f1,OOO 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; Llne 50. 
Utility Rate Schedule 2; Column 7; Llne 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 

Utility Rate Schedule 3; Column 1; Line 19. 
Utlllty Rate Schedule 3; Column 7; Une 19. 
Utlllty Rate Schedule 3; Column 6; Llne 19. 
Utlllty Rate Schedule 3. 

Depreciation Expense 
Less: Common to Retall Customer Costs 

Customer Costs 
Depreciation - Plant Funded by ClAC 

Depreciation Cost 
Multiplied 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 Retail Customer Costs 

Customer Costs 
Net Return on Plant investment 
Multiplied by: Request I Production Cepacity Quotient 
Annual Return on Plant Investment Component 
Dlvlded by: 12-Months 
Monthly Return on Plant Investment Component 

Utllity Rate Schedule 4; Column 1; Line 24. 
Ueillty Rate Schedule 4; Column 7; Llne 24. 
Utility Rate Schedule 4; Column 6; Llne 24. 

CUSTOMER COST COMPONENT 

Example based on one 6” meter 

s 28,585,310 
(7,184,740) 
(1,488,140) 
19,932,430 

1.042% 
207,695.92 

12 
17,307.99 

s 

s 
s 

s 259.00 

USAGE EXCEEDING REQUEST COMPONENT 

Usage of water durlng any 24 hour perlod In excess O f  WWC’s 
Request will result In a charge to KAWC, with respect to excess 
consumption, of LWC’s Wolesale Rate Including Its Elevated 
Service Area Surcharge. 

_2,500 
240,000 

1.042% 

t 31,220,800 
(5,127,330) 
(9,603,200) 

s 16,290,270 
37,000,000 

d 0.44028 

s 11,010,480 

(2,663,010) 
(632,2901 

s 4,774,670 
1.042% 

s 49,752.06 
12 

s 4,146.01 

(2,940,510) 

d 1.35 

COMPUTATION OF TOTAL WATER BILL 

The monthly water blll 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. 

BWPReserveCapacity-Rate 
Schedule 1 Page 7 of 1 



Schedule 2 

ALLOCATION OF LOUISVILLE W A E R  COMPANY ESTIMATED NET OPERATING EXPENSE TO FUNCTlONAL COST COMPONENTS 
YEAR ENDED DECEMBER 31.1998 (IN THOUSAND C O W S )  

LINE - NO. m 
1) SOURCE OF SUPf'LY 

2) POWER AND PUMPING 
zwn statim, Pwnrr 
Zomstation.Other 
Crescent Hill Station, PM ii Crescmt Hill Slalion, Other 

7) B E. P q n e  Stath. Raw Waler, P r w r  
8) B E Payne Station, Raw Waler, other 
9) 8 E Fayne Sa, RniJled Water, Power 
io) B.E. Payne Sta, RniJled Water, Other 
11) Bomting Pumping, P w r  
12) W i n g  Pumping, Other 

13) Total Pexer and Pumping 

14) PURIFICATION 
15) Chemicals. B E. m e  
16) Chemicals. Uescent Hill 
17) Purification. other 

18) Total Purification 

20) Transmission Mains 
19) TFUNSMISSION AND DlSTRl6UTlON 

Distribution Maim 
Distribution Storage. Res LZ Tanks if;] ?&MZ 

25) t$drants 

26) Trammissjon 8 Distribution Subtotal 
27) Pwcmt 
28) General Transmission and Distribution 

29) Total Transmission and Distribution 

30) CUSTOMER ACCQONIS AND SERVICE 
31) Supenision 
32) Meter Reading 
33) Customer R m s  
34) Uncollected Acmunls 
35) Miscellaneous Customer Accounts 

36) 

37) Subtotal. 
38) Percent 

39) ADMINISTRATIVE AND GENERAL 
40) Administrative and General 
41) Labor Related Overhead 
42) Less: Operating Expense$ Applied 

43) Total Administrative and General 

44) Total 
45) Free Water in Lieu of T a w  
46) Amortization 
47) Retirement of Assets 

48) Total Operating Expenses 
49) OVIer Operating Income 

50) Ne( Operating Expense 

Total Cuslomer Accounts 8. Service 

COMMON TO ALL CUSTOMERS 

MAXIMUM MAXIMUM 
NET ELEVATED EXlRA CAPACIN COMMON TO 

ONLY RETAIL 
U(PENSE AREA BASE -- DAY CUSTOMER CUSTOMERS 

OPERATiNG SERVICE 

52 44 36 37 16 13 

866 07 866 07 
427 14 29576 13t 38 
743 19 743 19 
434 68 269 42 165 26 
11398 113 98 
178 51 12361 5491 
64590 32295 32295 
20741 10370 64 28 39 43 
18086 171 82 9 D4 

31 76 45664 39731 _. 61 56 - - 
4,29430 99578 2.86987 18628 242 45 0 00 

577 05 977 05 
308 54 308 54 

3,707 65 2.567 27 1,140 38 

4,993 24 000 3.852 86 1,140 38 0 00 0 00 

71295 49366 21928 
1.789 04 1.789 04 

1.126 75 1,126 75 
485 12 485 12 
290 26 - 290.26 

4,42720 2078 49509 21928 0 88 1.611 87 2,079 30 
10000% 047% 11 18% 495% 0 02% 36 41% 46 97% 

1,039 47 2.372 89 5,05232 2371 56500 25025 1 00 

9,47952 4449 1.06009 46953 1 8 8  3,451 34 4.452 19 

2309 2078 143 0 88 

201 12 
1.025 39 
3.983 47 
275 00 
96 82 

5,581 80 5,581 80 - 
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% 

12,610 53 
8,853 50 

(12 262 30) - 
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 
[ED 90) 
232 43 742 57 375 00 

(80 90) 
-- 

35,235 90 1,432 55 11.882 95 2,495 74 479 03 12.814 52 6.131 10 
(3,011 33) (1,003 78) (4,015 10) 

9.803 20 5,127 33 31.220 eo 1.43255 11 a82 95 2.495 74 479 03 
- 
I 
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Schedule 3 

UTILITY RATE 

ALLaCATlON OF LOUISVILLE WATER COMPANY ESTlMATED MPRECIAnON MPENSE TO FUNCTIONAL COST COMPONENTS 
YEAR ENDED DECEMBER 31,1998 (IN THOUSAND COLLARS) 

LINE - NO. m 

1) Land 
2) Land lrnpmvernmts and Buildings 
3) Basins and Ground Storage 
4) Standpipes and Elwdted Storage 
5) 
6) Bocatw Pump Equipmfxit 
7) Misoellaneou8 Pump Equipment 
8) Sludge Dispcsal Equipmenl 
9) Purification Equipment 
10) Trammis6icn Mains 
11) Distribution Mains 
12) Meters 
13) Services 
14) Meter Installations 
15) FireHydrank 

16) Subtotal 
17) Pwcent 
18) General and Qther Equipment 

19) TOTAL 

High Service Pumps and Equipment 

COMMON TO ALL CUSTOMERS 
COMMON TO EXTRA CAPACITY 

DEPRECIATIO SERVICE MAXIMUM MAXIMUM ONLY RETAtL DAY - HOUR CUSTOMER CUSTOMERS 

TOTAL ELEVATED 

EXPENSE AREA - BASE 

895 57 1731 61497 20007 13 48 49 73 
359 24 248 75 11049 
16242 4390 73 46 45 06 
20404 1921 12854 5709 

3493 2417 6 67 4 09 
48 65 3369 1496 
64 48 64 48 

536 44 371 44 16500 
2,122 63 1.46976 65287 
1,971 82 1.971 82 

357 76 357 76 
1,302 41 1,302 41 

447 05 447 05 
- 409 90 409.90 

8,918 14 104 59 3 011 76 1,200 49 62 63 2.156 95 2,381.72 
1 W W %  117% 3377% 1346% 0 70% 24 19% 26 71% 

2,092.34 2454  70661 281 65 14.69 506 06 558 79 

2.940.51 11,010.48 129.13 3,710.37 1.482.14 77.33 2.663 01 
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Schedule  4 

UTILITY RATE 

ALLOCATION OF ESTIMATED LOUISVILLE WATER COMPANY NET INVESTMENT (1998) 
INCLUDING WORK-IN.PROGRESS 

(THOUSAND DOLLARS) 

- ITEM 

Land 
Lnnd Improvements and Buildings 
W n s  and Ground Storage 
Standpipes and Elevated Stomgo 
Hiph Service Pumps and Equipment 
Booster Pump Equipment 
Mil laneow Pump Equipment 
Sludge Disposal Equipment 
Purification Equipment 
Transmission Mains 
Distribution Mains 

SeMmS 
Meter lnstatlatlom 
Fire Hydrants 

MOtQfS 

15) Subtotal 
17) Percent 
18) 

19) Total Plant 
20) 

Gen. Plant B Unamortized Capital Chargos 

Othor Rate Base Items (1) 

21) Sub-total 
22) Contributions and Grants (2) 

COMMON TO ALL CUSTOMERS 
COMMON TO 

NET PMNT SERVICE MAXIMUM MAXIMUM ONLY RETAIL 
INVESTMENT - BASE - DAY HoUR CUSTOMER CUSTOMERS 

EXTRA CAPACITY ELEVATED 

4.827.66 13383 2,81758 889.91 107.15 a79.w 
34.4.49.56 448.15 20,41016 6.446.36 776..15 6,368.74 

9.866.34 6,831.71 3.034.63 
5,457.51 1.711 29 2,321 .% 1,424.26 
6.127.01 543.55 3,866.13 1,71733 
1,025.46 73314 ia1.ia 111.14 
3,51021 2,430.56 1,079.65 
1.7O4.07 1.7O4.07 

,18,576..?6 1 2 , m , , a  5,733.54 
148.269.67 102,665.77 45.603.90 
102.856.67 102.856 67 

2,887.58 2,887 58 
40,176.18 40,176.18 
13,588.90 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 B8 
100.00% 0.87% 3805% 15.72% 0.59% 15.58% 29.19% - 10,906.02 94.92 4.150.25 1.714.57 64.31 1,699.02 3.182.54 

421.083.21 3.664.88 160.242.00 66.199.90 2,483.00 65.594 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 67.071.99 125.652.17 
(132.149.10) (24.183.29) (51.538.15) (56.427.67) 

23) Total Net Plant Investment 298.385.31 3,747.14 139.655.35 67.685.75 2,538.73 15.533.84 69.224.50 

24) Annual Return @ 9.58% 28.58531 35898 13.37898 6.484.30 243 21 1,488 14 7,164 74 

1. Line 20, 'Other Rate Base Items'. includes: Materials - U . ~ . ~ .  Propayments . 5250.000. 
and Working Capital - $5,701,203 for a total of $9,451,200. 

Line 22, 'Contributions and Grants', excludes federal government grants of S3.55090 2 



EXHIBIT B 
Schedule 5 

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

Monthly Minlmum Usage (1,000 6al.) 
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 
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 
5,000 

181,000 

Usage Within the Request (1,000 Gal.) 
Multiplied by: Operating Expense Component Quotient (per 1,000 Gal.) 

Expense Component 

Usage Exceedlng 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 BIN 

Monthly Water BIll 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 0.66028 
$ 31,700.16 

109,000 
t 1.35 
t 147,150.00 

31,700.16 
4,146.01 

17,307.99 
147,150.00 

259.00 
s 200,563.16 

$ 

-I 

t 1.1 0808 

t xxx,xxx.xx 

$ xxx,x)(x.xx Total 

BWP-ReserveCapacity-Rate 
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To: Greg Heitzman 

From: Karen Willis q a  
May 28, 1998 

RE: Ky-American - Schedule B 

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 titIe 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 S* 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. 

. 



4 

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 

I $ 
2 $ 
3 $ 
4 $ 
5 $ 
6 $ 
7 s 
8 $ 
9 $ 

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

Beginning 
Balance 

1,000,000 $ 
972,815 $ 
944,000 $ 
913,455 $ 
881,078 $ 
846,758 .$ 
810,379 $ 
771,817 $ 
730,942 $ 
687,614 $ 
641,686 $ 
593,002 $ 
541,398 $ 
486,697 $ 
428,715 $ 
367,253 $ 
302,104 $ 
233,045 S 
159,843 $ 
82,249 5 

Interest 

60,000 $ 

56,640 $ 
54,807 $ 
52,865 $ 
50,805 $ 
48,623 $ 
46,309 $ 
43,857 S 
41,257 $ 
38,501 S 
35,580 $ 
32,484 $ 
29,202 S 
25,723 5 
22,035 5 
18,126 $ 
13,983 s 
9,591 9 
4,935 .$ 

58,369 $ 

Principal 

27,185 $ 
28,816 $ 
30,545 $ 
32,377 $ 
34,320 $ 
36,379 $ 
38,562 S 
40,876 $ 
43,328 $ 
45,928 $ 
48,683 .$ 
51,604 $ 
54,701 $ 
57,983 S 
61,462 $ 
65,149 $ 
69,058 $ 
73,202 5 
77,594 s 
82,250 $ 

Ending 
Balance 

972,815 
944,000 

881,078 
846,758 
81 0,379 
771,817 
730,942 

641,686 
593,002 
54 1,398 
486,697 
428.71 5 
367,253 
302,104 
233,045 
159,843 
82,249 

91 3,455 

687,614 

(0) 

. 
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SCHEDULE B 
BLUEGRASS WATER 

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

apacity request for the coming 

2 Rate *w - :?"- 
The invoice for all water purchased by the Buyer diiring the first five years of this 
agreement shall be comprised of the following 

0 

e Actual will be multiplied by the er's 

M +& .* 6 
Minimumpnsumption per& will be 2JYmillion gallonsl 

gallons - 1998) plus 

Q w w k r  dit% wiu11/2 5& &b~kh'd 
. *y-ement 

p-%2C.QQ 4 =* 
,The invoice for all water purchased by the 
the agreement shall be comprised of the 

QI~OL , C A ~  ;n no M F C ~ P ~  * 
;4Ak&.!L * I f )  w cm +t>r/l* t3a/(e '(M 

3 Rate 

149%. 
f.)e+-'hr+-' fl 

as foIlows 

Q Operating Cost Component 
(Buyer Consumption / Seller Total System Sales) * (Seller operating expenses - 
c o m m o e m o s t s  -cr\Customer costs) 

r<kC 2. O$k-$ ?fib 
e Depreciation Cost Component 

(Buyer Reserved Capacity / Seller System Capacity) * (Seller depreciation expenses - 
c o m m a o  retall3EEcosts 

Return on Plant Investment Component 
@uyer Reserved Ca acity / Seller System Capacity) * (SelIer return on plant 
investment - c o & ~ e i ~ ~ ~ p c o s t s  - 

CJ+r ? 
e 

" 
? 

L 



age from midnigh 
high due to  unforeseeable and 

der, at  its own discretion without 

pacity for each day, 

ty by less than 20 
h 2 up to the Buyer 
e rate identified in 

by more than 20 

.&3L m5 
w eaking Factor AAer s o f  the Agreement 

hould the Buyer consumption remain below 
the rate per 1,000 gallons shall be according to 

Should the buyer consumption exceed the Buyer 
percent for any given day, the rate shall be as identified in 
Reserve Capacity, and any additional consumption shall 
pa rag rapQt imes  a multiplier of I 5 

Should the buyer consumption exceed the Buyer Reserve Capacity by more than 20 
percent for any given day, the rate shall be as identified in paragraph 3 up to  the Buyer 
Reserve C pacity, and any additional consumption shall be at the rate identified in 
paragrapl 6 times a multiplier of 2 0. 

3P( 

3R. fl,A+h% 
p-fInr'*ll*p$&3 PCnl&&t 

By, wlii Y~G(&.M G P W ~ W  $ ( ~ 0  pi-dhroA 5 b L  
r&? id &&! d !Q ' ~ ~ W V I  3 A 4 

rg,c@--&ss 0-F- w CaGL0-Q W % + ' O A  &- -tae wlrA-e\- 
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E Centucky A m e r i c h  Water  Use (mgd): 
Average Day by Month: 

Jan. 
Feb. 
March 

Reserved Amount by M o JI t !I : 

April 

July 
A% 
Sept. 
Oct. 
Nov 
Dec. - 

Avg Day for Year (mg 

. n  I 

Maximum Day Demand (mgd): I>lannea or Kesemea 

Kentuchy American Meter Equivalents: 

Louisville Wate r  Company Sales: 
Annual Sales (mgd): 
Maximum Day Capacity (mgd): 

Annual Sales + KAWC Sales 104.37 1 02.96% 

L W C  Standard Wholesale Rate: 
WhoIesale Commodity Rate: 
Elevated Service Area Rate: 
Customer Charge: per month 

per 1,000 gals. 
per 1,000 gals 

Current  KAWC Wholesale Commodity Rate 
Current  Elevated Service A I  ea Rate: 
Current  Year Customer Charge: 

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

LW C System Develop in en t C h a 1-ge per Meter Equivalent 

LWC Return on Investment: 

L 



Kentucky American Water Co 
Cost of Transmission Line: 
An nu a1 Interest Rat e: 
Number of Annual Payments: 

Costs @f- ' LWC Operating Costs 
Total: 
Customer & Retail Only: 

t\ 

\: ++ -ib, xq* ,270 

$LWC Depreciation 
Total: 
Customer & Retail Only: 

P(+ 

(8 fi 

LWC Rate Base 
Total: 
Customer & Retail Only: 

Customer Costs A1loc;ited to KAWC: 



I: - .  - 
KAWC RATE OPTIONS i 

Commodity Rate $1,270,200 @Sl.lC,/l,OOO gals. 

Elevated Service Area Surcharge 
Total Annual Commodity Charge $1,478,250 

2 08,050 @su. 19/i ,000 gals. 

Customer Charge $48,300 @S3.5/Mcter Equivalent per month 

/ Total Annual Water Bill \ $1,526,550 or !X 1.39 per 1,000 

- 

Extension of System Capital C $ I  I .000,000 

$805,000 System Development Charge I__-- 

$1 1,805,000 Total Initial Capital Outlay 

Assumptions: 

Operating Cost Component $4X2.10.3 3 
Depreciation Cost Component 136,4 1 7  

5 I 1.654 
Total Annual Commodity Charge $1.130,174 
Return on Plant Investment Component -- - 

Customer Charge $4 8,300 

Total Annual Water Bill 

Assumptions: 
KAWC lJsage 3 MGD (annual average) 
LWC System Capacity 240 MGD 
KAWC Reserved Capacity Request G MGD 

$1.178,474 or !! 1 os / I  ,000 gals 

Principal Amount S; 1 1000000 

. 



i 

3ilIs and Bill Impacts 

t em 
rota1 Allocated Costs 

i'stimated Monthly Bills 
Jan. 
Feb. 
March 
April 

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

May 

Current Rat e: 
$ 1,526,550 

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

New Rates 
$ 1,178,474 

$ 100,090 
$ 90,404 
$ 100,090 
!$ 96,861 

$ 96,861 
$ 100,090 

$ 100,090 
$ 100,090 
$ 96,861 
$ 100,090 
$ 96,861 
$ 100,090 
$ 1,178,474 
-_II- 

S (29,485) 
$ (27,021) 
$ (29,485) 
$ (28,664) 
$ (29,485) 
$ (28,664) 
$ (29,485) 
$ (29,485) 
$ (28,664) 
$ (29,485) 
15 (28,664) 
$ (29,485) 
$(348,076) 

-22 76% 
-23 01% 
-22.76% 
-22.84% 
-22.76% 
-22.84% 
-22.76% 
-22.76% 
-22.84% 
- 22.76% 
-22.84% 
-22.76% 
-22 80% 

I !  



From: 
Sent: 
To: 
Subject: 

cbush@kawc.com 
Wednesday, August 19, 1998 2.15 PM 
bmiller@lwcky.com 
Agreement 

Bob, w e  a r e  down t o  t h e  s h o r t  rows of cane now! 

Reference page 9 ,  S e c t i o n  1 9 ( b )  ( 1 ) .  Th i s  should r ead :  " F a i l u r e  o f  Buyer 
t o  d e l i v e r  t o  Se l l e r  w r i t t e n  i n s t r u c t i o n s  t o  proceed wi th  t h e  c o n s t r u c t i o n  
c f  t h e  P r o j e c t  F a c i l i t i e s  w i t h i n  s i x  months of r e c e i p t  by Buyer o f  a f i n a l ,  
non-appealable  Order from t h e  PSC i n  t h e  form of a C e r t i f i c a t e  t h a t  p u b l i c  
convenience and n e c e s s i t y  r e q u i r e s  t h e  c o n s t r u c t i o n . "  

Reference page 1 0 ,  S e c t i o n  2 0 ( d ) .  P u t  a comma a f t e r  p r i v i l e g e  on t h e  t h i r d  
1 i n e  . 
Reference Schedule B, pa rag raph  3 .  Add a t  end of s e n t e n c e :  "Purchases 
which exceed t h e  d a i l y  r e s e r v e  +capac i ty  r eques t  a r e  n o t  i n c l u d a b l e  i n  t h e  
c a l c u l a t i o n  of  minimum usage f a r  t h e  purposes  of Schedule B, pa rag raph  3 , "  

Reference Schedule B, pa rag raph  6 ( a ) .  The new language shou ld  r ead :  
" E x h i b i t  I e n t i t l e d  LWC-KAWC Water Supply Agreement C a l c u l a t i o n  of  Rate  
Components where a Request o f  2 .5  m i l l i o n  g a l l o n s  p e r  day i s  i n  e f f e c t  and 
making r e f e r e n c e s  t o  s c h e d u l e s  found i n  ' S e l l e r ' s  1997  Rate  Study f o r  
1998. ' " 

Reference Schedule B, pa rag raph  6 ( c ) .  Th i s  should he  changed t o  r ead :  
"Exh ib i t  111 e n t i t l e d  LWC-KAWC Water Supply Agreement - C a l c u l a t i o n  of 
Monthly Water B i l l  g i v i n g  an  exsmple of  a t h e o r e t i c a l  b i l l  f o r  a 30 day 
month where a Capaci ty  Request of 2 . 5  m i l l i o n  g a l l o n s  p e r  day i s  i n  
e f f e c t  . " 
E l i m i n a t e  Schedule B, pa rag raph  6 ( d )  . 
Reference Schedule B, pa rag raph  8 .  Lindsey and Joe  d i s c u s s e d  s u b s t i t u t e  
language f o r  t h e  l a s t  s e n t e n c e  and came t o  agreement. P l e a s e  a s k  Joe. 

Mark has  faxed E x h i b i t s  I and 111. 

1 

mailto:cbush@kawc.com
mailto:bmiller@lwcky.com


606-269-2386 

FAX No. (606) 268-6327 
We have a Sharp Model F0-800 Facsimile 

FROM: 

, 

Number of pages, including cover: -~ 3 
If you ham any problems with receiving, please call: 
C6 0 bJ 

Ask for: H A f k  ~ C U <  Phone: 3 3  5 - 3 w li" 
Hard copy mailed: yes no dL- 

PLEASE DELIVER TO THE ABOVE NAMED PERSON IMMEDIATELY. 

The informarlon contained IR thfs transmlsslon is privileged. confidential and intended only for the use of 
the lndtvklual or entity named above. If you have received this communication in error, please notify 
Kentucky-American Water Company Immediately by telephone, collect and return the original message to 
us at the address shown via the U.S. Postal Service. You will be reimbursed for the required postage. 
Thank you. 

L10/T0 'd 3MWX 



EXHIBIT I 

CslcuMton of Rate Components 
LWC - KAWC WATER SUPPLY A G R E E M M  

8/19/98 

Reserve Capacity (1,ODQ Gal.) 
Divided by! LWC System Capacity (1,000 Gal.) 

Reserve Capaclty Ratlo 

2l.5.m 
240.000 

1.04167% 

COST 3AIE 
UUllty Rat0 Schedule 2; Column 1: Llne 50. $ 31,220,800 
Utrllty Rate Schedule 2; Column 7; Llne 50. 
UUllty Rate Schedule 2; Column 6; Line 50. 

Met Operating Expanses 
Less; Common to Retrail Customer Costs 

Customer Costs 
(5,127,330) 
(9,603,200) 

Operating Cost $ 18,290,270 

Dlvlded by: LWC's Annual System Sales (1,000 Gal.) 37,000,000 Utlllty Rate Schedule I; Column 3; Line 4. 

Operating Cost Rate per 1,000 Gal $ 0.44027761 

Depreclatlon Expense Utility Rate Schedule 3; Column I ;  Line 19. $ I 1  ,010,480 
Less: Common to Retall Customer Cos& (2,340,510) 

(2,663,010) 
(632,280) 

DepFecbtlon Cost I 0,774,670 

Utility Rate Schedule 3; Column 7; Line 19. 
Utility Rata Schedule 3; Column 6; Llne 19. 
Analysis of Depntciation Component of Water Rates 

Customer Costs 
Uepmciation - Plant Funded by ClAC 

Multiplied by: Reserve Capaclty Raao 1.041 67% 
Annual Depreciation Cost Charge 8 49,738.30 
Dlvlded by: 12-Nonths 
Monthly Depreciation Charge . 12 

s 4 , G m -  

-1 CUI P ON PI ANT 
LWC Return on Plant Investment Utitity Rate Schedule 4; Column I; Lfne 24. 8 28,585,310 
Less: Common to Retail Customer Costs (7,164,740) 

Customer Costs (1,4iss,ldo) 
Net Return on Plant lnveetment s 19,932,030 

unllty Rate Schodule 4; Column 7: Llne 24. 
UUltty Rate Schedule 4; Column 6;  Line 24. 

Multiplied by: Reserve Capaclty Ratlo 
Annual Return on Plant Investment Charge 
Divided by: IZ-MonUls 
Monthly Return on Plarrt Investment Charge 

Example Of Actual OperstIng Expenses aSslgnable t o  
KAWC including, but not limlted to, Wleterlng, Bllllng, 
Collection, and Maintenance on KAWC speclnc assets. 

Usage of water durlng any 24 hour period In excw6ti of 
KAWC's request will resutt in a charge to KAWC, wfth 
respect to excess consumption, of LWC's regular 
Utillty (Wholesale) rate. 

1.04167% 
$ 201,630.14 

1 2 .  
$ 17.302.51 

-. 
..-- 

5 875.00 
1- , 

s 1-35 

The monthly water bill will be the sum of the followlng charges: operating cost; depreclatlon; return on plant Investment; direct 
customer costs: and the purchases above reserve costs. 



EXHIBIT 111 
LWC - KAWC Wabr Supply Agreement 

Calcuietion of Monthly Waber Bill 

Monthly Minimum Purchases (1,000 Gal,) 
Dally RoserVe Cap6Clty (1,000 Gal.) 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
$5 
'16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Totals 

. 

Dally 
Purchases 
1,000 Gal. 

1,500 
1,500 
2,000 
2,000 
3,000 
3,000 
4,000 
4,000 
5,000 
6,000 
6,000 
6,000 
7,000 
7,000 
6,000 
8,000 
3,000 
9,000 

10,000 
10,000 
9,000 
9,000 
8,000 
a,ooo 
7,000 
7,000 
6,000 
6,000 
5,000 

181.000 
6,000 

Purchases Within the Reserve Request (1,000 Gal.) 
Muniplied by: Operatlng Cost Rata per 1,000 Gal. 
Operatlng Cost 

Purchases Exceedlng the Reserve Request (1,000 Gal.) 
Multiplied by: Wholesale Rate per 1,000 Gal. 
Purchases Above Reserde 

Opemting Cost 
Depreciation Charge 
Return on Plant Investment Charge 
Purchases Above Reserve Charge 
Customer Charge 
Total Purchased Water Cost 

Rate per 1,000 Gallons 

d5,000 
2,500 

Putc hases 
Above 

Resewe Capacity 
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 
6,500 
6,500 
5,500 
5,500 
4,500 
4,500 
3,500 
3,500 
2,500 
2,500 

109,000 

72,000 

r,mo 

.___ 

$ 0.440276 
$I 31.7DD.02 

109,000 

$ 31,700,02 
4,144.69 

'17,302.51 
147,150-00 

875,OO 
$ 2m,172.22 

$ 1.1 1 led9 

* P L I ~ ~ ~ L I E E  RbWe the dally Reserve Cspadty do not coritrlblrte to the dotonnlnatton of the Mln 

8129198 

EWP-Restewe-Caoacitv-Rate 
EQ/EQ'd 



WATER SUPPLY AGREEMENT 

d THIS WATER SUPPLY AGREEMENT, dated as of this day of 
1998 between 

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

and 

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

RECITALS 

A Seller, a Kentucky corporation all of the stock of which is owned by the City of 
L,ouisville, 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, Oldham, Shelby, Spencer, BulIitt 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 md in large areas of Oldham, Shelby, Spencer, and Bullitt Counties, including, among 
others, wholesale service to West Shelby Water District, North Sbelby 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; 

n 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 :  

J 

J 

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<- -- ons 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 

J 

d 

J (bj 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 5 5  

(cj 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 J 

(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. 

,/ 

(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 25 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 EX-IISIT I, is a plat indicating the 
general location arid route of the 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 wrjtten approval, which approval shall 
not be unreasonably withheld 

J 

(c) Seller understands that the design of the Project Facilities must be fiilly 
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 



n 
1 

J (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 I_ PROPERTY ACOUISTTION IJpon receipt &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, keepin 
Buyer advised ??om time to 
procurement Seller's effort 
expeditiously and in good fait 
being approved by the Buyer a 
so. ' 

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

5 CONSTRUCTION OF PROJECT FACILITES 

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

(1 ) )  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): immediately above, time being of the essence. The completion of construction of 
the Project Facilities with water service being available at the Point of Delivery is referred to as the 
"Construction Completion Date"" 

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

J 

J 

J 

3 



6 PROJECT FACILITIES' COSTS ALLOCATION: 

(a) E,xcept as otherwise provided in Section 6(c) Buyer agrees to pay tbe 
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 

J 
Construction Contractts) Obligations 

Reproduction and Printing 
Measurable In-house Engineering Planning, 

Design and Constniction Administration 

J (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. 

(c) Seller will be responsible for the costs of the design, site location and 
construction ofthe 25 million gallonper day pump station and the Shelby County water storage 
facility In addition, Seller shall be responsible for the incremental costs of m z r i a l  and installation 
of =portion of the transmission main, the diameter of w l c h  is greater than 36 inches so long as 

J - .- 

such &crease in diameter is not the requirement of Buyer dd 
7 TNVOICING AND PAYMENT OF BUYER'S COSTS. 

(a) It appearing that most, if not all, ofthe costs incurred by Seller in the design, 
property acquisition, and construction of the Project Facilities can be paid from the proceeds of 
issuance 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 terns of the bond issue; otherwise such reimbursement is to be made by Buyer in 
accordance with Section 8(c), below + fs 

__y_ 

(b) Seller wiIl@V6iCi5Buyer for its pre-bond issue design and property acquisition 

finance the amount of the invoice anticipating reimbursement from bond proceeds pursuant to 

costs so that Buyer will be kept advised of same. Seller, within 30 days of such invoicing, will )% 
k. 

0 Subsection (a), above. ' L e  
b 

$ \  

50% 

(c) Construction costs, unless paid directly from bond financing proceeds, will 
be'billed by Seller to Buyer as incurred with Buyer to be responsible for providing hnds  to Seller 
in a x c e  of any construction contract payment deadline relating to progress and final payments 

4 



J @a 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 
and other costs incurred by Seller as a result of Buyer’s rehsal to pay Seller with respect to a third 

FINANCING OF BUYER’S S M  OF COSTS OF PROJECT FACILITIES 
_- - - / \e% OPS fkik ? 

Buyer agrees to reimburse Seller f%dl Project Facilities’ co& the responsibility for which 
Buyer has assumed hereinabove Such reiGbursement 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:PR$ect-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 Prqjected 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 

J 

(b) Failing the availability of above described tax-free financing, by reimbursing 
Seller for its costs, including, but not Iimited to, debt service and cost of issuance, through the 
issuance of corporate revenue bonds by Seller or Buyer, at Buyer’s option, the proceeds afwhich are J 
to be used to pay or to reimburse Seller for the cost of the Pi?jct-F&&ties, it being understood that 
the contempIated bonds, if issued by Seller, will be sold i n  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 
invoice, the first such payment to be made within thirty days 
issue financing is to be pursued and to be in an amount 
incurred by Seller including those financed pursuant to 
thereof The provisions of this subsection also shall 

within 30 days of 
that no bond 

later determined to be ineligible for reimbursement from bond proceeds 

(d) If Seller’s bond instruments permit prepayment of part or all of the debt 
obligation, and if Buyer is not in default of any of its payments to Seller under this Section and 
Section 1 1 of this Agreement, then Buyer has the right to instruct Seller on a timely basis to exercise 
the prepayment 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. 

J 



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

1 . .  s and a g r e e l -  

nd 
,kme The parties understand and agree that the pledges secwing the proposed revenue bonds will 
;; J 

(0 7 d  . .  
f . .  

I e erin 

9. SERVICE AT THE POINT OF DELIVERY. 

J (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) Capacitv 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 16,000 gallons per minute and water pressure of not less than thirty pounds per square inch (30 
Psi) 

Facilities will be designed and constructed to  deliver 

Schedule B, referenced in Section 11, setting forth 

(c) Rate of Flow Demand The parties although the Project 
per minute, rkcr 

Nevertheless, +? Buyer may at any time and from time to time be in need of the hlgapacity it is reserving herein, i.e. 
16,000 gallons per minute, or significant portions thereof. At the same t h e ,  Sellerzesires 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 
treatment 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 fkture, i e plantlequipment outage, drought 
predictions, etc , and from Seller to Buyer of SeIler's operational situations that might adversely 
affect Seller's ability to immediately respond to any sudden need of Buyer for a significant increase 

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, as soon as possible and with reference 
to any sudden significant demand increase, within A hours of notification by Buyer, barring 

in volume of water at the Point of Delivery, i e piadequipment outages, planned and 

problems beyond Seller's control I + 
6 



J (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 FaciIities 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 restoratian 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. 

J 

I O  METERING ARRANGEMENTS" Seller agrees to hrnish, 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 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 jnaccuracy 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 

J 

I I RATES AND PAYMEN1 

(a) Buyer shall pay Seller for the Service as determined by the rate methodology 
set forth in Schedule 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 

J 

(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 Schedule B, provided, however, the rate paid 
by Buyer for Service shall never exceed Seller's Utility (wholesale) Rate plus its Elevated Service 
add-on charge, as adjusted from time to time 

J 

(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 

7 



invoice remaining unpaid Buyer shall have the option of paying such monthly invoices by J 
automatic bank drafts 

12 RESERVATION OF CAPACITY Seller reserves treatment and delivery capacity 
to Buyer of &&m&mww d gallons per minute (flow rate) for the term of this Agreement. 

____c- - - 
ir, ,OQQ 

13. QPTION TO INCREASE RESERVE -CAPACITY Recognizing that Seller by 
designing and construction a portion of the Project Facilities and upsizing mains, as discussed 
subsection 6(c), has increased at its own expense the delivery capacity of the Project Facilities from 
23 million gallons per day, the capacity required by and-res~~-ea-tojSeller in this Agreement, to 35 
million gallons per day, Seller hereby agrees to give Buyer the ngh to acquire up to 
all of the additional 12 million gallons per day capacity on the foll conditions. 

-.-c^cf- 

(a) When Seller receives a bona fide, acceptable prop 
from or through the Project Facilities, it will notify Buyer who will have 

chooses to acquire the 

sell water service 
days to exercise its 

right of first rehsal for the acquisition of the capacity contemplated in such 

ofthe Seller-finance 
part of the Project Facilities that is repres 
total 12 million gallons per day available.\;$. G &tq4 W,ILC$ r q w . r t  M9 & @ 

deQrec(4PA $01~ d ~ )  3313 
Pay to Seller all costs incurred by it in any upgrading of the Project (c) 

to provide the capacity increas the Point of Delivery 

KRearfe C F W ~  
(d) Increase its Schedule B equest in an amount equal &&he increased capacity 

being acquired, effective at the time that the Seller has made the increase available at the Point of 
very, it being understood that Seller will make such increased capacity available no later than 

months from the date of exercise of the right of first rehsal ;.e. 4 rJLd ret, wit d& 5 Je 
E r v w Q . ! .  W F e Y w ~ C &  "9..b \z 

(e) Increase of its Schedule B minimum usage by an amount equal to 50% ofthe 
capacity increase being acquired, effective at the same time the Request increase takes effect. 

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, J it will notify Buyer of its intention to do so and will afford Buyer with a reasonable opportunity to . t o +  
IRqd' participate in the expansion or enlargement upon terms and conditions mutually agreeable 

1 5 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 

J 
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16. TERM AND EXTENSIONS The term of t h s  Agreement shall begin on the date 
it is executed by both parties hereto and shall terminate 40 years after the date Service is initiated 
The parties shall execute an addendum showing the date Service is imtiated agd the termnation date 2 
i--- I ijn Dgcember ~ 3 1 ,  20- One year pnor to the termination date the parties hereto shall begin to ' 

negotiate;ngood-faith an extension of this Agreement with due and pIoper consideration for the / principles and concepts contained herein, being mindful that the parties are hopeful that their 
relationship, created herein, will be one of mutual benefit and respect that will last longer than the 
initial 40 year term 

-_*- -.-- 

I7 BUYER'S REPRESENTATION AND WARRAIYTY 

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

18. SELLER'S 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. 

I9 I TERMINATION: 

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

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

(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 of Convenience and Necessity permitting 
Buyer, among other things, to finance the Project Facilities to the extent provided herein 

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

(3) Repeated failure of Buyer to pay on a timely basis its debt service 

timely basis. 

obligations to Seller, time being of the essence in that regard. 
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(a) This Agreement PSC and receipt by Buyer 
to Buyer, from the PSC 
be constructed pursuant 
not relieve Buyer of its 

one or more provisions of this 
and such modification(s) is not 

of a final, non-appealable Order, in a 
in the form of a Certificate of 
to this Agreement. 
duties hereunder to 
3, above In the event such Order alters, 
Agreement (including the one or more 
acceptable to either party, then this 

of Sections 2 and (yd 
(4) 

so long as the terminating party 

J 

cammunicates such action to the other of such Order. 

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

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

(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. 

J 

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

(0 The parties agree to operate and maintain their respective facilities in an J 
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, J 
of the parties 

(h) Both parties agree to use their best efforts to obtain all regulatory and legal J 
approvals required for the accomplishment of the terms of this Agreement 

J (i) The parties acknowledge that the water to be purchased hereunder will be 
resold in the regular course of busjness of Buyer and is therefore exempt from Kentucky sales and 
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use tax. To evidence this exemption, Buyer will hrnish Seller with a duly executed "Resale J 
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 Milion DoIlars in liability, to carry public liability insurance in the minimum amount of 
Ten Million Dollars pes occurrence during the tenn of this Agreement. 

J 

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

BUYER: SELLER: 

Kentucky-American Water Company L,ouisville Water Company 

Title: Title: 

-.--_-- Date: -- Date: 

Attest: - Attest: 
Name: Name: 

UT1 .D2075:015.jrc 
F:\USERS\O 15LWCKYMKEWAT..4G6 



Vc'ATER SUPPLY AGREEMENT 

SCHEDULE R 

Rate Arrangements 

Because of the unusual situation impacting upon the relationship, i e Buyer owmng and 
operating treatment facilities sufficient, much of the time, to meet its present needs but desiring a 
second reliable source of water, and Seller presently having ?es&ve fieatment capacity available and 
being asked to commit to Buyer more capacity than B - w e  for a number of years. the 
parties have developed the rate arxangements set forth below -' R 

1 % 
1 Buver's Reserve 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 notifjr Seller in 
writing of its reserve capacity request Cth-e- !RReqGe'eSt'') for the succeeding calendar year, which 
Request may be any number between '2 .5@~og-g3o-E~~eYday h d  2 3  &&on 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 fill1 calendar years will not be less 
than 3 million gallons per day for the second 1 1 1  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 fiRh fill1 
calendar year 

c_-----_ 

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 
d i v i d i n g m e r ' 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. 

-2___5_ 

(b) The Depreciation Expense 
dividing the Buyer's Request by the Seller's 
Seller's Depreciation Expense, less 
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 system capacity and multiplying the quotient by 
Seller's Return on Plant Investment; excluding return on contributed capital and return on plant 
investment common only to retail customers and to customers generally 



(d) Customer Cost Component, determined by ascertaining the actual expenses 
assignable to the Service including, but not limited to, metering, billing, collections, operations and 
maintenance of the Project Facilities 

3 Minimum Usage. Minimum usage of water during the first twelve months of Service 
shall be, for the months of January, February, March. April, November and December (the 
“Nonirrgation Months”) shall be 36 million gallons per month and for the months of May through 
October (the “Irrigation Months”) shall be 54 million gallons per month Buyer will be billed for 
such minimum usage if same is not consumed by it During the second twelve months, the minimum 
usage for the Nonirrgation Months shall be 38.4 million gallons per month and for the Irrigation 
Months, shall be 57 6 million gallons per month For the third twelve months period, 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 twelve month period, 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 twelve month period 
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 miIlion gallons per month Thereafter, for 
the remaining months of the Agreement the minimum usage shall be 60 0 million gallons per montl 
(Nonirrgation Months and Irrigation Months) 

J 

J 

J 
Supporting; and Exulanatorv Exhibits Attached to this Schedule B are the following J 

J 
Exhibit I1 are Schedules Two, Three and Four of the Rate Study, referenced J 

,It 
4 Usage Exceeding Reserve 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 regular Utility (wholesale) Rate, as set by the Board of Water Works fiom time to time, 
including its elevated service charge add-on (which rate, including the add-on is presently $ 1  35 per 
I000 gallons) 

5 Emergency Excess or Minimum Usage In the event Buyer’s usage is enhanced or 
minished for a brief period of time due to unforeseeable or uncontrollable circumstances, Seller 

agrees to equitably adjust Buyer’s Service billing with respect to such emergency. 

6 
described supporting and explanatory exhibits. 

(a) Exhibit I entitled Bluegrass Water Project-Sample Monthly Bill Cdculations, 
giving an example of a theoretical billing for a 30-day month where a reserve capacity 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.” 

(b) 
in Exhibit I 

(c) Exhibit 111, entitled Bluegrass Water Project-Computed Rate Per Thousand 
Gallons, showing thereon the applicable rate based upon indicated usage and varying reserve 
capacity Requests 



(d) Exhibit IV entitled Bluegrass Water Project, Sample Monthly Bill Calculation, 
intended to show what Buyer's monthly service charges, broken down on a daily basis, would be 
today for service in place, assuming Buyer's Request was for 5 million gallons per day and Buyer's 
consumption was 18 1 thousand gallons for the 3 0-day month in question 

J 

The computations contained in the attached Exkibits are derived from Seller's current financial 
records, prepared in accordance with generally accepted accounting principles, which records are 
audited annually by a reputable certificated public accounting firm The figures used by Seller in 
preparing the attached Exhibits, per understanding with Buyer, are those used by it in estimating its 
operating revenues and aperating expenses for 1998 (as opposed to Seller's actual experience for 
1997). The parties agree that Seller's budget estimates will be used annually in determining the rate 
components for the term of the Agreement. 

J 

UTl.DZ075:O I5"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 $ 
11 $ 
12 $ 
13 $ 
14 $ 
15 $ 
16 $ 
17 $ 
18 $ 
19 $ 
20 $ 

Beginning 
Balance 

1,000,000 $ 
972,815 $ 
944,000 $ 
913,455 $ 
881,078 $ 
846,758 $ 
810,379 $ 
771,817 $ 
730,942 $ 
687,614 $ 
641,686 $ 
593,002 $ 
541,398 $ 
486,697 $ 
428,715 $ 
367,253 $ 
302,104 $ 
233,045 $ 
159,843 $ 
82,249 $ 

Interest 

60,000 $ 
58,369 $ 
56,640 $ 
54,807 $ 
52,865 $ 
50,805 $ 
48,623 $ 
46,309 $i 
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 $ 
40,876 $ 
43,328 $ 
45,928 $ 
48,683 $ 
51,604 $ 
54,701 $ 
57,983 $ 
61,462 $ 
65,149 $ 
69,058 $ 
73,202 $ 
77,594 $ 
82,250 $ 

Ending 
Balance 

972,815 
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 
302,104 
233,045 
159,843 
82,249 

(0) 



Month: 
Kentucky American Water Use (mgd): 

Jan 
Feb. 
March 
April 
May 
June 
July 
Aug. 
Sept 
Oct 
Nov. 
Dec. 

Resewed Amount by Month: 

Avg Day for Year: 2.50 

Maximum Day Demand (mgd): 

Kentucky American Meter Equivalents: 

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

Annual Sales + KBWC Sales 103 87 102 47% 

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

per 1,000 gals 
per 1,000 gals 

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

per 1,000 gals 
per 1,000 gals 
per meter equivalent 

LWC System Development Charge per meter equivalent unit 

LWC Return on Investment: 



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

COS@ 
EWC Operating Costs 

Total: 
Customer &r Retail Only: 

LWC Depreciation 
Total: 
Customer & Retail Only: 

LWC Return on Plant Investment 
Total: 
Customer & Retail Only: 

Customer Costs Allocated to KAWC: estimated 



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

Jan 
Feb 
March 
April 

June 

Aug. 
Sept. 
Oct. 
Nov. 
Dec. 

May 

July 

-- 
Avg Day for Year (mg 2 so 

Reserved Amount by Month: 

Maximum Day Demand (mgd): Planned or Reserved 

Kentucky American Meter Equivalents: 

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

Annual Sales -t. KAWC Sales 103 87 102.47% 

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

per 1,000 gals 
per 1,000 gals 

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

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

EWC System Development Charge per Meter Equivalent 

LWC Return on Investment: 



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

Costs 
LWC Operating Costs 

Total: 
Customer & Retail Only: 

LWC Depreciation 
Total: 
Customer & Retail Only: ........................ 

LWC Rate Base ............... 

Total: 
Customer & Retail Only: 

Customer Costs Allocated to KAWC: 



Kentucky American Wate r  Use (mgd): 
Average Day by Month: 

Jan. 
Feb. 
March 
April 

June 
July 
Aug. 
Sept. 
Oct 
Nov . 
Dec. 

May 

Reserved Amount by Month: 

Avg Day for Year (mg 3 .OO 

Maximum Day Demand (mgd): Planned or Reserved 

Kentucky American Meter Equivalents: 

Louisville Wate r  Company Sales: 
Annual Sales (mgd): 
Maximum Day Capacity (mgd): 

Annual Sales + KAWC Sales 104 37 I02 96% 

L W C  Standard Wholesale Rate: 
Wholesale Commodity Rate: 
Elevated Service Area Rate: 
Customer Charge: per rnonth 

per 1,000 gals 
per 1,000 gals 

Current K A W C  Wholesale Comniodity Rate 
Current  Elevated Service Area Rate: 
Current Year Customer Charge: 

per 1.000 gals 
per 1,000 gals 
per rnonth 

L W C  System Development Charge per Meter Equivalent 

L W C  Return on Investment: 



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

costs 
LWC Operating Costs 

Total: 
Customer & Retail Only: 

LWC Depreciation 
Total: 
Customer & Retail Only: 

LWC Rate Base 
Totaf: 
Customer & Retail Only: 

Customer Costs Allocated to KAWC: 



Commodity Rate 
Elevated Service Area Surcharge 
Total Annual Commodity Charge 

Customer Charge 

Total Annual Water Bill 

$1,270.200 @SI.I6/1,OOO g:ils. 
208,050 @SO.l 9/I,OOO gals. 

$1,478,250 

$48,300 I_ @S3.5/Meter Equivalent per month 

$1,526:550 or $ 139 per 1,000 

Extension of System Capital Contribution 

System Development Charge 

Total Initial Capital Outlay 

Assumptions: 
Wholesale rate = $1.16/1,000 gals. 
IWWC Usage 3 MGD (annual average) 
KAWC has 11.50 Equivalent Meter Units 

s 1 1,000.000 

$805.00c) 

$1 1,805,000 

Operating Cost Component 
Depreciation Cast Component 
Return on Plant Investment Component 
Total Annual Commodity Charge 

Customer Charge 

Total Annual Water Bill 

$482.103 
136,4 1 7 
5 1 1.654 

$1.130. I74 

$48,3 00 

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

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



I 

.tern 
rota1 Allocated Costs 

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

3 r e n  t Rate: 
$ 1,526,550 

$ 129,575 
$ 117,425 
$ 129,575 
$ 125,525 
S 129,575 
$ 125,525 
S 129,575 
S 129,575 
S 125,525 
$ 129,575 
6 125,525 
$ 129,575 
$ 1,526,550 

New Rates 
$ 1,178,474 

$ 100,090 
$ 90,404 
$ 100,090 
$ 96,861 
$ 100,090 
$ 96,861 
$ 100,090 

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

$ 100,090 

Percent 

$ (29,485) 
$ (27,021) 
$ (29,485) 
$ (28,664) 
$ (29,485) 
$ (28,664) 
$ (29,485) 
$ (29,485) 
$ (28,664) 
$ (29,485) 
$ (28,664) 

$( 3 4 8,076) 

-22 76% 
-23 01% 
-22 76% 
-22.84% 
-22 76% 
-22.84% 
-22 76% 
-22 76% 
-22 84% 
-22 76% 
-22 84% 
-22 76% 
-22 80% 
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