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Kentucky-American Water Company

2300 Richmand Road - Lexington, Kentucky 40502 « (606) 269.2386 - Fax {606) 2686327

Coleman D, Bush
Vice Prasident & Treasurer
(606} 2686324

April 27, 1998

Mr. Robert K. Miller. Vice President of Finanee and Treasurer
Louisville Water Company

4335 South Third Street

Louisville, KY 40202

Dear Bob:

1'have attached a revised draft of our contract. Please forvward any changes after vour review.

Alsa, please forward vour revised pricing proposal by Thursday morming, April 30, 1998,

Sincerely,

/1
Y IAY/7) .

L Mﬁ' A

‘Coleman D. Bush

Vice President and Treasurer

C Rov W, Mundy I
Herb Miller
Mark Frost
Nick Rowe
Lindscy Ingram
Linda Bridwell
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Revised April 27, 1998

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

between KENTUCKY-AMERICAN WATER COMPANY, a Kentucky Corporation, at
2300 Richmond Road, Lexington, Kentucky 40502 ("Buyer”) and L QUISVILLE WATER
COMPANY, a municipal corporation, at 435 South Third Street, Louisville, Kentucky 40202
("Seller").
WITNESSETH:

WHEREAS, Seiler owns and operates municipal water supply and treatment
facilities comprising several soufces of supply, including the Ohio River; and

WHEREAS, Seller utilizes its facilities {o provide water service on a wholesale and
retail basi{ aiwﬂd Tefersst , Od st Bullt Steibey Couly t@} i

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

under this Agreement; and

WHEREAS, Buyer is engaged in the manufacture of water and currently sells water
to customers in the counties of Fayette, Bourbon, Clark, Harrison, Jessamine, Scoft, and
Woodford; and

WHEREAS, both Buyer and Seller are desirous of entering into an agreement to
provide Buyer a continuing, dependable source of water for the present and future needs
of Buyer's customers;

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

the parties hereby agree as follows:

g1/£8°d oM B1:68 RRAT-OZ. v »-




Revised April 27, 1998
1. DEFINITIONS: In this Agreement, these terms have the meanings indicated

below:

a. Seller: Louisville Water Company, a municipal corporation located
at 435 South Third Street, Louisville, Kentucky 40202, ‘{/?//”

b. Buyer Kentucky-American Water Company, a Kentucky corporation

located at 2300 Richmond Road, Lexington, Kentucky 40502,

*{(’/{/‘ﬂ‘\ -Fow&’r«*" ™
&/{ ef¥‘ ‘ c. Project Facllities: Fixtures, equipment, mains, meters, vaults,
A
' LA storage tanks, pipes, pumps, buildings and other improvements and facilities approved by
W ¢ Buyer for the delivery of Service under this Agreement.
g i Powger Futhebie Selfen.
B it d  Point of Delivery: The location of the connection of the Project

@u ‘ded\xafr‘ed. Gs @ ‘?mr\'\ ap@rnwm»:ko/{«.i . Xee*

Facilities to Buyer's Facilities &

dowl of \abuckdt A on e Aﬂq&mo:ss%z, =

diseretion~in-Shelby Caunty, Kentiicky near the intersecti —Jeffersen—Geanty -
Shemreeummean&KMudeighwayﬁvat‘mﬁeﬁvwshalweme&by Yoeo
—Seller.
s

€. Service: The actual delivery of treated, potable water by Seiler to the

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

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

2. DESIGN OF PROJECT FACILITIES:
sells

a. Seller will design the Project Facilities. However, Seller may elect to
design the,‘Project Facilities by engaging a qualified professional to provide such design

IS

WKAWKNSY Sishared\Water Supply Projectl DUISVILL Exovisedd_27_98.doc
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Revised April 27, 1998
services. f Seller elects to engage such a qualified design professional, Buyer reserves

the

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

unreasonably withheld. ___, § Sec desicn of Byms failibe s
L

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

reasonable discretion. Should Seller elect to expand the design, construction or
installation of the Project Facilities in excess of the Buyer's determination of the scope of /
the Project Fagcitities, then all costs, direct or indirect, associated with expanding the scope
shall be borna solely by the Seller. Any expansion of the scope of the Project Facilities
shall not interfere with Seller's duties to deliver Service to the Foint of Detivery as required
under this Agr‘eement.

c Provided Seller does not expand the scope of the Project Facilities,
Bt;yer agrees to pay the aclual and reasonable costs of the Design of Project Facilities,
such costs to include outside professional engineering fees, measurable intemal costs of /
engineering design and actual out-of-pocket costs associated with the issuance of debt
obligations including payments of principal, interest and other reasonable professional
fees. Any changes in the Design which, individually or in the aggregate, increases the
cost of the Design shall be subject to Buyer's prior written approval, which approvat shall

not be unreasonably withheld,

3. [IME DEADLINE FOR DESIGN OF PROJECT FACILITIES: Seller agrees

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

WKAWRNSY Swhared\Water Supply ProjechLOUISVILI Erevised04_27_98.doc
3



Revised April 27, 1998
io Buyer's application to the Public Service Commission for a Certificate of Convenience

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

October 21, 1898. Seller acknowledges and agrees that time is of the essence in the

waborgen

.d te ‘<‘>

Design of the Project Facilities. i v? N 5%'9i\ 53 o %Mca»gé’%s
]

, 4. CONSTRUCTION OF PROJEC ITIES: Seller shall complete

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

} Point of Delivery no later than@momﬁs ("Construction Completion Date") f'rom the date

Z;){ 2 Buyer notifies Seller to begin construction ("Construction Commeancement Date"). Delays
?OJ/M %}g@ in the Construction Completion Date may extend such date provided that delays are
W,Q y caused by sudden and unexpected adverse weather conditions, labor unrast, natural
4 V':;‘iﬁ{ 1 disasters or other circumstances beyond Seller's control. Seller acknowledges and agrees

‘ /M&W that time is of the essence In the Construction of Project Facilities.
we

'3 .
\ ( %e;(, 5. REIMBURSEMENT TO R_FOR CONSTRUCTION AND DEBT
oh
SERVICE COSTS FOR THE PROJECT FACILITIES:
a. Selier will construct the Project Facilities at its axpense. Buyer agrees

to pay Seller, on a monthly basis, amortized over a period commensurate with the term of
o indebtedness or over some other term as mutually agreed upon by the parties, the amount
b\g?-?\ necessary to pay, in full, Seller's indebtedness, including interest, incurred to construct the
Project Facilities. The rate of interest on such indebtedness shall be established through
a competitive bid process for tax-exempt instruments and failing a successful bid on tax-

&
v . e
\_¢§' exsmpt instruments, through a competitive bid process on conventional debt instruments.

WEAWMSY S'shared\Water Supply Project L OUTSVILL ErevizodD4_27_§8.doc
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Revised April 27, 1998
b. If Seller's debt instruments permit prepayment of part or all of the debt

obligation, and if Buyer is not in defauit of any of its payments to Seller under Section 8
of this Agreement, then Buyer has the right to instruct Seller to exercise tha prepayment
privilage and shall simultaneously pay to Seller the amount of the prepayment to remit to
the holders of the debt instruments.

6.  SERVICE AT THE POINT OF DELIVERY:

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

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

or exceeds all minimum state and federal regulations, as-the-same-may-be-changed-from- M .

L ————

&

—time-te—time; and In a condition for Buyers continued process of pressurization,\g gw‘m’s

improvement, processing, and other manufacturing and production.

b. Rate of Flow and Pressure. Seller shall construct Project Facilities

to furnish Service to Buyer at the Point of Delivery with a flow rate at a maximum rate of
16,000 gallons per minute and @ minimum pressure of not less than thirty (30) pounds per
square inch.
c. Failureg. inthe event Seller is unable tc provide Buyer with Service
\ «6 under the terms of this Section for reasens beyond Seller's control, Salier shall use its best
v oA efforts to restore the water to a quality, rate of flow and pressure as required in this

P , L, )
m‘,‘q)@of Section. Time is of the essence in all situations where such a failure and restoration exist.

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

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

TKAWMRSY SisharedWatcr Supply Project.OUIS VILLErovised04 27 _98.doc
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Revised April 27, 1998
meter house or vault, for properly measuring the quantity of water being delivered to Buyer

and to test such matering 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 inaccuracy found by such test. If any meter fails to register for any period
the amount of water furnished during such period shail be deemed to be the amount of

water delivered in the corresponding pericd immediately prior to the failure, unless Seller

~ (%
and Buyer shall agree otherwise. {Notification of meter failire will befro\m_‘anal@ “’f’%\-s

based on real-time monitoring. { An appropriate official of the Buyer shail have access to d/“e

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

t
‘,3‘7 .

facilities. ’W/\\” »
8. RATES AND PAYMENT: '

a. Buyer shall pay Seller in accordance with this Agreement pursuant to
the rates and terms so identified on Schedule B, attached hereto and incarporated herein \/
and as may be changed from time to time as approved by the Board of Waterwarks of the
City of Louisvilie and the Public Service Commission of the Commenwealith of Kentucky

pursuant to its rules and regulations.

WKAWMSY Schered\Water Supply Projest\LOUIS VILL Ercvized(d_27_98.doc
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Revised April 27, 1998
b. Seiler shall invoice Buyer on a monthly basis for water usage as

reflected by the metering devices (installed pursuant to Section 7 hereof) on the last
business day of each calendar month. Buyer shall remit payment to Seller for such \/
invoices no later than the 20th calendar day following receipt of such invoice and
acknowledgment by Buyer that such invaice is correct as to charges and water usage.

s RESERVATION OF SELLER'S CAPACITY: Seller agrees, throughout the
term of this Agreement, to provide Buyer with a reservation of its water treatment capacity, \/
such reservation to not be less than capacity needed under this Agreement to treat and
deliver Service to the Point of Delivery as set forth in this Agreement.

10. SERVICE TO OTHERS ALONG PROJECT FACILITIES BY SELLER PRIOR u& :

TO THE POINT OF DELIVERY: Seller warrants and represents that any water service to

others along project facilities prior to the Point of Delivery shall net interfere with or

diminish its obhgations to the Buyer under this Agreement. h{l the event of any such

e T e

interference or diminishment, Seller shalf immediately cease or diminish such Service to

< T

others until full Service is restored to Buyer.

T

11.  ADDITIONAL EXPANSION BY SELLER: Seller agrees that upon

undertaking any expansion or enlargement of the capacity of its existing supply or
treatment facilities or elevated service area pumping, transmission and storage facilities, %Xyr’”‘

to the extent that expansion cr enlargement is related to the provision.of service under this

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

reasonable opportunity to participate in the expansion or enlargement with a

VKAWMSY S\shared\Water Supply Projes\LOUISVILLErevised04 27 _98.doc
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Revised April 27, 1998
commensurate extension of the term of the contract for the purchase or delivery of

additional weter.

12.  LIMITATION OF SERVICE TO BUYER FOR REASONS BEYOND
SELLER'S CONTROL:
a. Buyer acknowledges that unexpected supply or freatment problems
may occur which are beyond Seller's control. In the event such unexpected problems limit
or prevent the Seller's ability to deliver Service to the Point of Delivery, and such problems
limit or prevent the delivery to any of the Seller's customers, then Seller agrees that any V‘% .
restrictions on water delivery shall apply to the Buyer in a similar manner which Seller 5"‘“4

applies to its customers, excluding medical facilitieg, of the highest and most impertant

priority. OQ,%O \).S(‘ \“ L &€ ’\

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

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

service,
13.  TERM AND EXTENSIONS: The term of this Agreement shall begin on the
date this Agreement is executed by both parties hereto and shall terminate %@’J
10y
\
on December 31, 2030. This Agresment shall be automatically extended for C&
two (2) consecutive additional terms of twenty-five (25) years each, unless W“ﬁv
Buysr provides written notice to Seller at least five (5) years prior to the end - \73"&
iy Vs S
of the then existing term, that Buyer does not intend to extend the then ‘gﬁﬁ‘\
e

&y,
existing term. ){\\7(\

WKAWMSY Suhared\Water Supphy ProjectL OUIS VILL Erevised04_27_SR doc
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Revised April 27, 1998
14. NOTICE: Buyer will provide timely notice to Seller of any emergency or

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

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

to Buyer of any emergency or condition, which would adversely affect the
quality, quantity or pressure of the water at the Point of Delivery.
15, BUYER'S REPRESENTATIONS AND WARRANTIES:

a. Buyer is a Kentucky corporation with the autharity to enter into this
Agresment, and subject to regulatory approval, has the authority ta perform under the /
tarms of this Agreement.

b. Buyer shall be responsibie for the maintenance of water quality after
the Point of Delivery provided that Seller has delivered Service to the Point of Delivery /
pursuant to this Agreement.

| c. Provided Seller has delivered Service to the Point of Delivery /
pursuant to this Agreement, Buyer shall be responsible for any bursting or breakage of

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

Delivery.

16.

a. Selier is a municipal corporation with the authority to enter inta this

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

WKAWMSY SisharcdiWater Supply ProjectiLOUISVILLErevisedD4_27 98.doc
g
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Revised April 27, 1998
b. Seller will deliver Service to the Point of Delivery that meets or

exceeds the applicable quality standard of all state and federal regulatory agencies, as /
they may change from time to time, and the requirements of Section 6 of this Agreement.
¢.  Seller shall be responsible for the Project Facilities to the Point of /
Delivery and the quality, rate of flow and pressure of the water at the Point of Delivery.
17.  JTERMINATION:

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

notice in the event of;

1. Repeated failure of Seller to meet its commitment {o reserve
capacity, or to meat the water delivery requirements in Section 6 hereof,
2. Revocation of Selier's authority to do business. \/

3. Seller's breach of any of the Representations and Warranties
in this Agreement as determined by a court of law in the Commonwealth of Kentucky.
b. Seller may terminate this Agreement upon six (8) months written

notice in the event of

Repeated failure of Buyer to pay its invoices for water service

on @ w‘m’“'\ 4 éw‘ﬂ.‘:

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

3. Buyer's breach of any of the Representations and Warranties
in this Agreement as determined by a court of law in the Commonwealth of Kentucky.

17.  MISCELLANEOUS PROVISIONS:

WKAWMSY Saharcd\Water Supply Project LOUISVILLErevisedd_27_98.d0¢
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Revised April 27, 1958
8. This Agreement is subject to the approval of the Kentucky Public

Service Commission (“PSC”) and recsipt by Buyer of a final, non-appealable Order from
the PSC in the form of 2 Certificate of Convenience and Necessity for the facilities to be
consiructed pursuant to this Agreement.

b. This Agreement does not constitute & partnership, joint venture,
agency or other relationship between Buyer and Seller and Buyer and Seller e_xpressly
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. Buyer and Seller agree that each of them shall have access 10 the
books and records of the other, which are related to matters which are the subject of this
Aglieement, at such reasonable notice, except those records that may be subject to a
recognized privilege, that are confidential or that may be protected by the Kentucky Open
Records Law. Without limitation, the 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.

8. Seller agrees to carry, throughout the term of this Agreement, such
liability and casualty insurance in a form and amount subject tc the reasonable

determination of the Board of Waterworks of the City of Louisville. Seller shall, upon

WKAWMSY S\shared:Water Supply Project LOUIS VILLErevised04_27_98.doc
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Revised April 27, 1998
Buyer's request, show evidence of such insurance by a certificate, which includes Buyer

as an additional insured under such insurance coverage.
‘4 f. Buyer reserves the right to develop and use other water supply /
sources and may obtain water from sources other than the Seller.
g. The parties agree to operate and maintain their respective facilities /
in an efficient and economical manner and in accordance with all applicable local, state
and federal laws, regulations and performance standards.
h. This Agreement may be amended at any time by mutual agreement,\/
in writing, of the parties.
i. Both paﬂie§ agree to use their best efforts to obtain ail regulatory and /
legal approvals required for the accomplishment of the terms of this Agreement. ‘
/ j. Time is of the Essence under this Agreement. /
| k. The parties acknowledge that the water to be purchased hereunder
will be manufactured and resold in the regulal; 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.

Ggposed s ot ko L Q,zfz%r\% Cushomeds,

WRAWMSYBisheredWater Supply Projeet\LOUISVILLE¢evisod04_27_98.doc
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Revised April 27, 1998
IN WITNESS WHEREOF, the parties have set forth their hands the day and year

first abové written.

BUYER: SELLER:
Kentucky-American Water Company ~ Louisville Water Company
By: . By :

Title: Title:

Date: | Date:

Attest: « » Attest:

3NN Workl WIKAWC\Blusgrass\D04L ovisvilia Agr

_add ?‘;ouisrcn Lor shandoad u({to(fJS&f_(Q roke
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Meeting with Kentucky American Water Company
May 5, 1998 10:30-4:30

Kentucky American Potential Attendees

Roy Mundy, President

Nick Rowe, VP Operations

Coleman Bush, VP Treasurer

Herb Miller, Corporate Counsel

Ed Grubb, Comptroller

Linda Bridwel]l, Director of Engineering

Mark Frost, Revenue Requirements Specialist

Lindsey W. Ingram, Jr.; Stoll, Keenon, & Park; General Counsel and KAWC Board Member

Potential Agenda Topics

1.

V.

Opening Remarks by Huber

Opening Remarks by Mundy (expect comments on project urgency, need for flexibility,
availability of alternatives)

Status of Timeline (agreement that LWC is working on markup of contract by Heitzman and
Helm, working to resolve key issues, find out next steps with PSC)

Identify Key Issues (capacity reserve request and payment; point of delivery and term; contract
renewal terms; contract termination clauses; specific legal wording; implementation issues; are
there other items?)

Take issues one at a time

Contract Paragraph References

1. Definitions

2. Design of Project Facilities

3. Time Deadline for Design of Project Facilities

4. Construction of Project Facilities

5. Reimbursement to Seller for Construction and Debt Service Costs for the Project Facilities
6. Service at the Point of Delivery (Condition, Rate of Flow and Pressure, Failures)
7. Metering Arrangements

8. Rates and Payment

9. Reservation of Sellers Capacity .

10. Service to Others along Project Facilities by Seller Prior to the Point of Delivery
11 Additional Expansion by Seller

12. Limitation of Service to Buyer for Reasons Beyond Seller’s Control

13. Term and Extensions

14. Notice

15. Buyers Representations and Warranties

16. Sellers Representations and Warranties

17. Termination

18. Miscellaneous Provisions

Attachments

Current Markup of Contract by LWC
KAWC Organization Chart
Bluegrass Water Project Fact Sheets



% ind('cdfes 15sves wef settled &4
¥
of Y-20-9% pudé KﬁAé'

AGREEMENT

THIS AGREEMENT, dated this ___ day of , 1998, by and
between KENTUCKY-AMERICAN WATER COMPANY. a Kentucky Corporation, at
2300 Richmond Road. Lexington, Kentucky 40502 ("Buyer”) and LOUISVILLE WATER

COMPANY, a municipal corporation, at 435 South Third Street, Louisville, Kentucky 40202
("Seller™).

WITNESSETH:

WHEREAS. Seller owns and operates municipal water supply and treatment
facilities comprising several sources of supply, including the Ohio River; and

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

retail basis; and

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

under this Agreement: al;)? aw{ CUNCML{ sells water

e WHEREAS. Buyer/engags;s/m the manufacture of water/fersate-to customers in the
it
SMDL “Soptral-Kenptueky—area—nsludirg-the- counties of Fayette, Bourbon. Clark, Harrison,

m\{‘u Jessamine, Scott. and Woodford: and

“To

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

t“"z‘d provide Buyer a continuing, dependable source of water for the present and future needs
0

L‘ . of Buyer's customers:

3

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

the parties hereby agree as follows:
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1. DEFINITIONS: In this Agreement. these terms have the meanings indicated

helow:

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

at 435 South Third Street, Louisville, Kentucky 40202.

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

located at 2300 Richmond Road, Lexington. Kentucky 40502.

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

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

Buyer for the delivery of Service under this Agreement.

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

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

LiNbA | oM
Y- 18, WiLe discretion. in Shelby County, Kentucky near the intersection of the Jefferson County -
CoNTHvE

hxf;w”’f Shelby County line and Kentucky Highway 60. The Point of Delivery shall be owned by

L

THIS Zw;/ﬂ)
/N _Buyer—
Selle”

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

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

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

2. DESIGN OF PROJECT FACILITIES:

a. Seller will design the Project Faciiities. However, Seller may elect to
design the Project Facilities by engaging a qualified professional to provide such design

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

the



%W\az )
NQ (

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

unreasonably withheld.

ﬁ’ b. The scope of the Design is subject to approval of Buyer in its
aen) P

197 I0E reasonable discretion. Should Seller elect to expand the design, construction or
f . CONTRACT
gract installation of the Project Facilities in excess of the Buyer's determination of the scope of
ForKAVIE
M,gw) the Project Facilities, then all costs. direct or indirect, associated with expanding the scope
shall be borne solely by the Seller. Any expansion of the scope of the Project Facilities
shall not interfere with Seller's duties to deliver Service to the Point of Delivery as required

under this Agreement.

c. Provided Seller does not expand the scope of the Project Facilities,
Buyer agrees to pay the actual and reasonable costs of the Design of Project Facilities,
such costs to include outside professional engineering fees, measurable internal costs of
ezngineering design and actual out-of-pocket costs associated with the issuance of tax
exempt debt obligations including payments of principal. interest and other reasonable
professional fees. Any changes in the Design which. individually or in the aggregate.
increases the cost of the Design shall be subject to Buyer's prior written approval. which
approval shall not be unreasonably withheld.

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

that its Design must be fully completed in a form and substance to Buyer's approval prior
to Buyer's application to the Public Service Commission for a Certificate of Convenience

and Necessity, provided that the date for completion of design shall not be later than
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%October 1-1998. Seller acknowledges and agrees that time is of the essence in the

Design of the Project Facilities.

4. CONSTRUCTION OF PROJECT FACILITIES: Seller shall complete

construction and installation of the Project Facilities and have Service available at the
Point of Delivery no later than 15 months ("Construction Completion Date”) from the date
Buyer notifies Seller to begin construction ("Construction Commencement Date"). Delays
in the Construction Completion Date may extend such date provided that delays are
caused by sudden and unexpected adverse weather conditions. labor unrest, natural

and aqrees

disasters or other circumstances beyond Seller's control. Seller acknowledgeslthat time

is of the essence in the Construction of Project Facilities.

5. REIMBURSEMENT TO SELLER FOR CONSTRUCTION AND DERT

SERVICE COSTS FOR THE PROJECT FACILITIES:

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

ﬁo pay Seller, on a monthly basis. amortized over a period\gﬁweﬁtﬁe@-)—yea& the amount

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

be establishethrovl,
Project Facilities. The rate of interest on such indebtedness shalllretexceed-the-interest—

W@,ﬂ A compeTITIVE BIb process for Tax-cxe g7 (ASTrvmen7s
F e o . . ¥
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b. If Seller's debt instruments permit prepayment of part or all of the debt

obligation. and if Buyer is not in default of any of its payments to Seller under Section 8

of this Agreement. then Buyer has the right to instruct Seller to exercise the prepayment

- Commensvrate wiTh The ferng o |ndelofednsr o0 ovel
Sem€ oTher ternt &S muh/d/7 6’«;/‘6&&/ vpon é<7 Tha
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privilege and shall simultaneously pay to Seller the amount of the prepayment to remit to
the holders of the debt instruments.

6. SERVICE AT THE POINT OF DELIVERY:

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

provided Service is delivered to the Point of Delivery in a potable condition, which meets
—andé as i Same may be charjed #tom fime 5 Time,

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

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

and produgtx’oy At Buyer's direction and expense, Seller agrees to adjust certain chemical

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

LI sV sesTel e Take.
this Agreement at or prior to the Point of Delivery. +4u, sectim’ 207

b. Rate of Flow and Pressure. Seller shall,have-the-ghbility to furnish
Constewey pigjecy Aaciliries
-aha-shal-furrish- Service to Buyer at the Point of Delivery with a flow rate at a maximum

rate of 16,000 gallons per minute and a -serstant pressure of not less than fory {467

min)rmy sl TA}V’TVCQBQ_)
pounds per square inch.

C. Failures. Inthe event Seller is unable to provide Buyer with Service
under the terms of this Section for reasons beyond Seller's control. Seller shall use-at+of—

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

k . Section.\l"xme is of the essence in all situations where such a failure and restoration exist.
Joe 15 4 ‘
gl wet "~ 7 METERING ARRANGEMENTS: Seller agrees to furnish, install, maintain,
langV 2

repair and replace at the Point of Delivery a service meter or battery of meters, including
meter house or vauit. for properly measuring the quantity of water being delivered to Buyer
and to-salibrate such metering equipment whenever requested by Buyer but no more
+est
5



+ests
frequently than once every six months with the results of such-ealibratiers provided to
require seller To Condyer teds
Buyer. Buyer may%gaduet—ea#bpaﬁeﬂs—more often than every six months, but at its own
withii Tle warcanty [1mi7S specitress b4
expense. A meter registering/s & e A-sbava-arbale
“the man pactverer Thereet
+esttt-shall be deemed to be accurate. Previous readings of any meter disclosed by test

Ol O e bR e 1 o0 Q b~

AUV - -, VY

to be inaccurate shall be corrected for three months previous to such test in accordance
with the percentage of inaccuracy found by such test. If any meter fails to register for any
period the amount of water furnished during such period shall be deemed to be the amount

of water delivered in the corresponding period immediately prior to the failure, unless
NOTIFIC 8Tio0) 0F METERL FAILURE WitL BE™

Seller and Buyer shall agree otherwise A An appropriate official of the Buyer shall have

FLsvt AN ALAam sys7y) DASED oM ReNL- Time MPNITPR (VG

access to the meter at reasonable times for the purpose of inspectingﬂ reading and-testng—

such metering facilities. and

" 8. RATES AND PAYMENT:

% a. Buyer shall pay Seller for-the-Service-gettratty-cetivered-tethePomt—

.-6f-Deliverrin accordance with this Agreement pursuant to the rates and terms so identified

Late 15

/) * on Schedule B. attached hereto and incorporated herein and as may be changed from time
endirs Board o WaterworKs of The CiTy 0F Lovisvilie and Febracr—zpn 1o

,,Cy(‘%ﬂr to time as approved by thel Public Service Commission of the Commonwealth of Kentucky,
n p Tt peV [ ew 497 +he pvrsvaat To 1ts Ioles and "J’/‘?ﬁmﬁ
U‘] b Seller shall invaice Buyer on a monthly basis for water usage as
reflected by the metering devices (installed pursuant to Section 7 hereof) on the last
business day of each calendar month. Buyer shall remit payment to Seller for such

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

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



(!
o

9. —EXCEUSIVERESERVATION OF SELLER’S CAPACITY: Seller agrees.

4.
throughout the term of this Agreement, to provide Buyer with ap-exelusive-reservation of
its water treatment capacity, such reservation to not be less than capacity needed under
this Agreement to treat and deliver Service to the Point of Delivery as set forth in this
Agreement. Along project Facili s
10. SERVICETO OTHERSIBY SELLER PRIOR TO THE POINT OF DELIVERY:

along priject £acilime
Seller warrants and represents that any water service to others/prior to the Point of

Delivery shall not interfere with or diminish its obligations to the Buyer under this
Agreement. In the event of any such interference or diminishment, Seller shall
immediately cease or diminish such Service to others until full Service is restored to Buyer.

11.  ADDITIONAL EXPANSION BY SELLER: Seller agrees that upon

undertaking any expansion or enlargement of the capacity of its existing supply or
noti
treatment facilities, it will retice Buyer of its intention to do so and will afford the Buyer with
! participate in The expansion or enlarse mend™ wvi7h 4
a reasonable opportunity tolaegetiate<or the additieratpurchase or delivery of waten addigyy .
Cr MM QU SVITE eXTenS oiy oF The TP 27 The Contrucr,
12.  LIMITATION OF SERVICE TO BUYER FOR REASONS BEYOND

SELLER’S CONTROL:

a. Buyer acknowledges that unexpected supply or treatment problems
may occur which are beyond Seller's control. In the event such unexpected problems limit
or prevent the Seller's ability to deliver Service to the Point of Delivery, and such problems

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

restrictions on water delivery shall apply to the Buyer in a similar manner which Seller
. Z/(C;[Vdﬂ'ts M&é{ICA/ ’Pﬁf&r// 71&5°,
\ applies to its customers/of the highest and mast important priority.

o elevaTeaf Service area PVMPI‘?) Frausmission MSf’Pf“dﬁ( Pueilizies
+o The z/\‘T‘wTT’/\@)‘ EXPam §ion p(‘7é/t4/c;n e men? 15 Telatedf To The
pcovisien of sepvice vnder 7This agreement
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b. Seller will use its best efforts to restore full Service to Buyer as
promptly and completely as possible. Time is of the essence for the restoration of full

Service.

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

date this Agreement is executed by both parties hereto and shall terminate on
December 31, 2030. This Agreement shall be automatically extended for two (2)
consecutive additional terms of twenty-five (25) years each. unless Buyer provides written

notice to Seller at least twe-t23-years prior to the end of the then existing term, that Buyer
five (5)
does not intend to extend the then existing term. i
1, o1d 14.d. arer [S5.c. becoms sew F Y. NOTICE
4~ BUYER'S REPRESENTATIONS AND WARRANTIES:
(5,

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

b. Buyer shall be responsible for the maintenance of water quality after
the Point of Delivery pravided that Seller has delivered Service to the Point of Delivery
pursuant to this Agreement.

C. Provided Seller has delivered Service to the Point of Delivery pursuant
to this Agreement. Buyer shall be responsible for any bursting or breakage of pipes or

damages to persons or property after the water is delivered to the Point of Delivery.
provide *imely n otice TO

d. Buyer will immediately-fotity Seller of any emergency or condition

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

system.
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57 SELLER’S REPRESENTATIONS AND WARRANTIES:
I -

a. Seller is an municipal corporation with the authority to enter into this
Agreement, and has the authority to perform under the terms of this Agreement.

b. Seller will deliver Service to the Point of Delivery that meets or
exceeds the applicable quality standard?of all4eeak-state and federal regulatory agencies

e 3 ’rt(.£<7 may chanse £rons Tine To Time
and the requirements of Section 6 of this Agreement.

) provide Timely notice 7o
C p c. Seller will meer of any emergency or condition
b@u/ﬂc
90'7 which would adversely affect the quality. quantity or pressure of the water -the-Buyers~
oF @1t Tre Porn7 + & De/i very o
rw';’ y Systerm—
o prN-PW ——d&———Seller—acknowledges—its—obligatiens—under—this—Agreement—ant—

specificaty-ncerporates the Sellers commitments in this Agreement.

: e. Seller shall be responsible for the Project Facilities and-the-guatity:
o 7o

ate-otflow and-pressure-ef-the-waierin-ihe-Preject-Facifitiesprorta/the Point of Delivery
and T2 a;»m /177, (aTe of Howv—arel pressore of 7le Nq/z;,‘,'?,f 7'1-: DOD.

—-Deliver ¥ SAt-arTy uamagca auamg from any-contamination-of-Sellers water ‘:“Dphj

_+6~~ TERMINATION:
17,

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

notice in the event of:
1. Repeated failure of Seller to meet its commitment to reserve
capacity. or to meet the water delivery requirements in Section 6 hereof.

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



b (4 §
0((&\{/(
3. Seller's breach of any of the Representations and Warranties

in this Agreement. & $ o(’eﬁfmmc/é'y‘ 4 CcovrT of [awm) 11 The
lommonienth of Ky

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

4l

in the event of:

1. Repeated failure of Buyer to pay its invoices for water service
on a timely basis.

2. Revaocation of Buyer's authority to do business.

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

11 This Agreemad as det. by a own7 sF tanw 1N 7he
477" MISCELLANEOUS PROVISIONS: Lommpn weslrsy of Ky,
1%

a. This Agreement is subject to the approval of the Kentucky Public
Service Commission ("PSC”) and receipt by Buyer of a final. non-appealable Order from
the PSC in the form of a Certificate of Convenience and Necessity for the facilities to be

éonstructed pursuant to this Agreement.

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

upon Contract.

C. This Agreement is binding on the successors and assigns of the
parties hereto.

d. Buyer and Seller agree that each of them shall have access to the
books and records of the other. which are related to matters which are the subject of this

+hat

Agreement, at such reasonable notice. except-as-those recordsimay be subject to a

10
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20 ThaT”

sl a5 May be plotecrsl by 7l Ky oren

’I“/\L,varmnmd £U¢J¢L7 Tp ach
-accessed- Without way-et limitation Leweh-miormation shall include all costs of design,

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

contemplated by this Agreement.

e. Seller agrees to carry, throughout the term of this Agreement, such
+v
liability and casualty insurance in a form and amount subjectlthe reasonable determination
Board ot Water Works of The 17y 1€ Lovisvile

of the Buyer: Seller shall. upon Buyer's request. show evidence of such insurance by a
an add)riond nsvresf
certificate which includes Buyer as a-less-payec—erbeneficiary-under such insurance

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

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

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

h. This Agreement may be amended at any time by mutual agreement,
in writing, of the parties.

i. Both parties agree to use their best efforts to obtain all regulatory and
legal approvals required for the accomplishment of the terms of this Agreement.

J. Time is of the Essence under this Agreement.

11
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K. The parties acknowledge that the water to be purchased hereunder
will be manufactured and resold in the regular course of business of Buyer and is therefore
exempt from Kentucky sales and use tax. To evidence this exemption, Buyer will furnish
Seller with a duly executed “Resale Certificate” or such other documentation as the parties
deem appropriate.

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

first above written.

BUYER: SELLER:
Kentucky-American Water Company Louisville Water Company
By: By :

Title: Title:

D:‘até: Date:

Attest: Attest:

312\CNVork LWRKAWG Bluegrass 004Louisviiie Agr
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WATER SUPPLY PROJECT
QUICK FACTS

What is the water supply deficit?

Kentucky-American has estimated that the water supply deficit facing our community now and
in the future is a 9.7 billion gallon overall deficit, or a 23 million gallon a day deficit during a
time of major drought.

What does the water supply deficit mean?

The water supply deficit means that, under the current river scenario, our community will be
without a drop of water for at least 53 days when the drought-of-record recurs if a solution to
the problem is not immediately implemented.

What criteria is used to determine this deficit?

Nationally accepted engineering criteria utilized by Kentucky-American Water Company and the
University of Kentucky have relied on the drought-of-record, a 120-year drought, which last
occurred in the 1930s in our region. The Central Kentucky area has experienced minor droughts
such as the drought of 1988, a 22-year drought. Kentucky-American has added 14,000 new
customers since the drought of 1988.

What is the best solution to our community’s water needs?

Construction of a pipeline to purchase water originating from the Ohio River, treated through
Louisville Water Company, and distributed via a 52.5-mile pipeline to Kentucky-American
Water Company customers is the least cost, most feasible environmental solution.

Is this the only solution?

1. Kentucky-American has explored over 50 alternatives since first establishing that a deficit
existed in 1992 through a Comprehensive Planning Study. After exploring numerous
options, the pipeline is considered the most feasible, cost-effective solution that can be
completed in a reasonable time frame.

2. Construction of the pipeline would eliminate the need to invest $39 million in treatment
plant improvements that will be necessary in the near future as demands continue to rise. The
upgrades in treatment plant capacity will not increase the water supply in the Kentucky
River. The practical solution is the pipeline, which would guarantee a reliable water source
in the future and eliminate the need to up treatment capacity.

w

The Kentucky River Authority contends that crest gates constructed on existing dams on the
Kentucky River are a feasible solution.
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Bluegrass Water Project
Water Quality

In 1998, Kentucky-American Water Company completed a detailed comparison of the Kentucky
River and the Ohio River. Of the 146 parameters tested, only 15 were detected in either source.
Three contaminants were found in the Ohio, but not the Kentucky. Three others were found in
the Kentucky but not the Qhio. The concentrations of four of the other contaminants were
comparable in both waters. Concentrations of four metals (cadmium, chromium, lead, and
barium) and bromide were higher in the Kentucky.

Microbially, the Kentucky River is better than the Ohio. This requires additional filtration and
disinfection time for Ohio River water.

In other parameters, the water is nearly the same. Total hardness of the finished water from the
Louisville Water Company is 160. Total hardness of finished water from the Kentucky River
produced by Kentucky-American Water Company is 158. Total alkalinity from each is 79.9 and
71, respectively.

Because of its size and use as a major industrial waterway, the Ohio River is more likely to be
subject to spills. However, the Ohio River has an organization called the Ohio River Valley
Sanitation Commission (ORSANCO) established in 1943 to monitor and improve the quality of
water in the Ohio River. ORSANCO has a dozen strategic locations of gas chromatographs
which operate continuously to monitor for organic chemicals.

Like Kentucky-American Water Company, the Louisville Water Company has consistently met
or exceeded al federal drinking water standards, producing high quality water. The Louisville
Water Company is experienced in constant monitoring and effective treatment to remove any
contaminants. Kentucky-American Water Company will monitor the water prior to the point of
entry into is distribution system.

If you are interested in learning more about the water issues facing our community, call Barbara
Brown, Director - Communications, at 606-268-6332, or e-mail us at www kawc.com.

APPS/ICOMREL/BWP/WATER QUALITY 4-98
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V.

PIPELINE STATISTICS

Construction Timeline:

A
B.

C.

Completion, 2001,

Preparation for Certificate of Convenience and Necessity at a cost of over $1,000,000. (easements,

design, contractual arrangements with LWC, community meetings.)
Actual Construction: 18-24 months.

Construction Details:

Mo oW >

Capacity of Pipe: 20-25 MGD.

Size of Pipeline: 36 inches.

Pipe Composition: Ductile Iron.

Cost of Pipeline: $47.9 million.

Construction Method: Directional drilling in environmentally sensitive areas; use of existing
easements (gas line south of I-64, across Kentucky River, to Lexington via Woodford Co.)

Financial Details:

A

B.
C.

D.

E.

Tentative cost of water from Louisville Water Company: $1.11 per thousand gallons. (Under
negotiation.)

Percent of increase to customer bill: 24.89 percent.

Increase per month for average residential customer: $4.62. (Average residential customer uses
5,750 gallons per month.)

Cost increase based on total consumption - commercial users who use more will pay more;
projected residential increase based on current monthly average customer usage.

There is not a “no~cost™ option.

Louisville Water Company:

A
B.
C.

Water Source: Ohio River.
Reserve Capacity: 100 MGD.
Municipal System - John Huber, Chairman of the Board.

Statistics/Terms:

moow P

University of Kentucky Water Resources Research Institute: Overall baseline deficit 9.7 billion
gallons.

Equates to: 23 million gallons per day (Lexington without water 53 days).

Drought of 1988 22-year drought (added 14,000 customers).

Drought of Record: Occurred in 1930 (was a projected 120-year drought).

Conservation alone will not come close to solving deficit.

If vou are interested in {earning more about the water issues facing our community, call Barbara Brown,
Director — Communications at 606-268-6332, or e-mail us at www kawc.com.

APPS/COMREL/WSP/PIPELINE STATISTICS 4-98
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l. Situation:

Economic growth including expansion of businesses, infrastructure, and educational institutions have created
the need for an additional source of supply to supplement water withdrawals from the Kentucky River. As the
largest inland city located away from a major source of supply, Lexington has faced difficult water decisions
since the devastating drought of the 1930s. As a subsidiary of the largest investor-owned water utility in the
nation, Kentucky-American provides water service to over 250,000 people in the Central Kentucky area. Since
the drought of 1988, (a 22-year drought), our service area has expanded by 14,000 customers. Qur
responsibility to maintain a steady stream of high-quality, reliable water in the face of dwindling river levels has
motivated the identification of the least-cost, most effective alternative to our community’s water deficit.
Feasibility studies initiated and reviewed by Kentucky-American clearly point to the need for an alternate
source of supply to eliminate our water deficit.

{l. Description:

Using integrated resource planning, Kentucky-American explored over 50 alternatives during the past ten years.
New treatment facilities at other locations on the Kentucky River, along the Ohio River, groundwater supplies,
area lakes, and dams have been extensively reviewed. The Kentucky River Basin Steering Committee, an
independent committee formed by then Mayor Scotty Baesler of Lexington, also presented a study in 19389
stating a 7 billion gallon total deficit would exist during a drought of record. Kentucky-American Water
Company’s Least Cost/Comprehensive Planning Study completed in 1992, which covered demand projections,
the planning process, source of supply issues, production and distribution, found a 13 million galion a day
deficit during a drought.

A recently complete study by the Kentucky Water Resources Research Institute has projected the deficit to be as
much as 23-25 MGD on some days during a drought of record.

After reviewing all alteratives, a conclusion was drawn that the best solution was a pipeline to purchase treated
water from Louisville Water Company to supplement our region’s water deficit. The construction and operation
of a 52.5-mile pipeline located between Jefferson and Fayette counties would alleviate our water supply deficit
at a cost of $47.9 million. Kentucky-American Water Company will absorb all costs related to the construction
of the pipeline. Based on the current number of customers, the average residential customer water bill would
increase approximately $5 per month. The cost would decrease if other communities along the pipeline route
joined in taking water from the pipeline. Benefits of the pipeline are manry. Industrial, business, and residential
customers would be purchasing an insurance policy to ensure our area of the water supply necessary for
continued economic viability. Construction of the pipeline will further promote economic development and
create synergy between the communities of Louisville and Lexington and others along the proposed route.

iil. Public Service Commission Interaction:

General Rate Case No. 92-452 was filed on January 22, 1992. This rate case included the first significant
expenses relating to our project. The PSC ordered work to cease on the project and ordered the opening of PSC
Case. No. 93-434 on November 19, 1993, on the subject of the investigation of the sources of supply and future
demand on a separate docket, as a result of the significant cost attributed to the water supply issue.



Preserving our River’s Future through
Environmental Solutions

I. OVERVIEW
Central Kentucky is at a crossroads in relation to its water supply. As one of the largest
inland cities located away from a major source of water, Lexington has faced difficult water
decisions since the devastating drought of 1930. The drought of 1930 forced community
leaders to be progressive in their water decisions, and resulted in the laying of a pipeline to
the Kentucky River with deliberate speed. Since 1930, the community has continued to grow
and prosper. This economic growth and development has included the expansion of
businesses, industries, infrastructure, and educational institutions, as well as a steady increase
in new homes. The unique distinction of Central Kentucky as the horse capital of the world
places an expanded need on water resources. Adequate fire protection to ensure the safety of
the thoroughbred horses and meeting the maintenance requirements inherent in the horse
industry are critical components to the growing water needs in our region.

Although the continued growth has been the key to a unique high quality of life, it does not
come without cost. Growth has created the need for expanded services, including an
additional raw water supply to supplement existing water sources. As concluded in 1989 by
the Kentucky River Basin Steering Committee, by follow-up engineering reports conducted
by the region’s major water supplier, Kentucky-American Water Company, and recently by
the University of Kentucky Water Resources Institute, the Central Kentucky area faces a
dramatic water supply deficit when the drought-of-record recurs. This water shortage will
extend for a period of six months. Droughts of lesser degree will also adversely affect our
area, creating concern for the health and safety of our customers, the ability to supply fire
protection, and the continued economic viability and growth of the area.

Quoting from the Public Service Commission Order received March 14, 1995:

“The Commission finds that the range of demand projections presented by Kentucky-
American and the intervenors is within the realm of reasonableness. Kentucky-American has
used reputable sources for data and nationally accepted methodologies in developing its
demand projections. Over the years, Kentucky-American has made numerous revisions to its
methodology for projecting water demand, resulting in a state-of-the-art dynamic process.”
The PSC Order further states:

“The Commission notes that for approximately the past eight years, Kentucky-American has
not had sufficient capacity to meet its customers unrestricted demand during a drought of



early as 1967. In 1969, intense public concern forced then Governor Julian Carroll of
Kentucky to evaluate the project and support an alternate dam site. The original proposed
site was determined not to be in the overall public interest of the Commonwealth of
Kentucky. Of utmost concern was the preservation of the Red River Gorge scenic area.
Discussions ensued and continued over the next several years until a decision was reached in
1975 when the Governor of Kentucky withdrew state support of the project. Consequently,
no funds were appropriated and the project was reclassified from “active” to “inactive.”
Environmentalists’ grave concern for the ecological balance of the region if a dam was built
in the Red River Gorge area has proven valid. Not much has changed since the mid 70s,
when the government and the environmentalists were in unison regarding the decision to
withdraw support of the Red River Dam project. Twenty years later, the fallout from the
environmental community continues to reverberate. Limitless time and expense can be
dedicated to revisiting the damming issue, however, the reality continues that damming in
any form is not the best alternative as seen by many diverse opponents to such a proposal.

. THE ENVIRONMENTAL SOLUTION

The environmental solution to protect our water source (the Kentucky River) and provide
Central Kentucky with an adequate water supply is the development of a pipeline to the
Ohio River. Water quality issues regarding the Ohio River can be answered by reviewing
studies conducted indicating that of the 146 parameters tested, the Kentucky River and the
Ohio River were virtually the same. The public is demanding elimination of pollution and
the efficient use of natural resources in protection of the environment. This watchful
environmental climate has been beneficial to the water quality of the Ohio River and
contributed to its high marks on the issue of health and safety. The Ohio River continues to
be a major supplier of water for the State of Kentucky with over 1.7 million of our citizens
using Ohio River water to meet all of their daily water needs. In 1994, Kentuckians withdrew
176.8 million gallons per day of water from the Ohio River. The Ohio River is a limitless
source of water, providing communities existing along the banks of the Ohio with a
continual source of supply. The Ohio River Basin Sanitation Commission is a watchdog
organization that carefully monitors the Ohio River. The Kentucky River is not monitored to
the level of the Ohio and does not presently have such a sophisticated protection system.

. ENVIRONMENTAL IMPACT

The construction of the pipeline and booster stations over 55 miles would contribute a much
needed water supply and cause no environmental impact to the region. The pipeline will lay
entirely underground in private easements, primarily within an existing gas pipeline right-of-
way. Construction of the pipeline will include cleanup, re-grading, and vegetation re-seeding
as the pipe is installed. Revolutionary techniques such as directional drilling may be used to
lessen the impact of laying the pipe underground, and is being considered for crossing of the
Kentucky River so as not to disturb the stream flow. The Central Kentucky region is not the
first to consider a transmission pipeline to maintain the community’s water needs. Similar
pipelines are successfully meeting the needs of providing water service to people all over the
United States, such as the Metropolitan Water District serving a large part of Southern
California. Hundreds of miles of pipeline provide communities in the Los Angeles region
with water.

Page 3



Keﬂtucky American Water Company

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

Roy W. Mundy il

President

February 20, 1998

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

RE: Kentucky-American Water Company
Louisville Water Company Agreement

Dear John:

Company ("Kentucky-American") and Louisville Water Company with respect to potential
reimbursement by Kentucky-American of costs incurred by Louisville Water Company in the design of
facilities necessary to supply potable water for Kentucky-American's Bluegrass Water Supply PrOJect

| uS [
|

1 The purpose of this letter is to memorialize an agreement between Kentucky-American Water
|

We are in the final stages of compteting a proposed agreement between Kentucky-American and
Louisville Water Compan wheréin Louisville Water Company will supply potable water to Kentucky-
American at a point neaq:‘@)ast east of the intersection of the Jefferson County - Shelby County line.
In order to supply this votume of water it will be necessary for Louisville Water Company to design
facilities that will be necessary for delivery of potable water in sufficient quantity and quality to that
point.

We anticipate that by April 1, 1998, Kentucky-American will enter into a Water Purchase Agreement

with Louisville Water Company and that Kentucky-American will have selected a contractor for the

’ dezign of its facilities which are & part of tth§g&E!y Project. It will be necessary for

" the Water Purchase Agreement to contain a provision that it will be binding only when Kentucky-
American has obtained a final, non-appealable Order from the Public Service Commission in the form
of a Certificate of Convenience and Necessity authorizing the construction of the Bluegrass Water
Supply Pipeline.

As a part of the application for the Certificate of Convenience and Necessity, Kentucky-American is
required to include a description of the manner in which the facilities will be constructed. Kentucky-
American would be unable to meet this regulatory requirement if Louisville Water Company was not _——
willing to design its necessary facilities before the application is ~ made to the Public Sefvice
Commission. Therefore, we would ask that the Louisville Water Company design be completed by
October 1, 1998 as will be noted in the Water Purchase Agreement.

Copies to: G. Heitzman, L. Hollis, S. Hubbs, B. Miller, K. Teasley
2/24/98
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Mr. John Huber
February 20, 1998
Page 2

We understand that the design of your facilities would not have value to Louisville Water Company in
the absence of the Water Purchase Agreement becoming a binding contract. We therefore agree, in the
event the Water Purchase Agreement does not become binding, to reimburse Louisville Water
Company for Wmuned by it in the design of its facilities and for the reasonable internal
costs to be incurred.

We hope that Louisville Water Company will use Kentucky-American's consultant for the design of its
facilities. We believe efficiencies can be achieved by the utilization of the same design consultant;
however, this agreement is not contingent upon Louisville Water using our selected consultant.

Prior to the beginning of the expenditure of money, we need an estimate of the external and internal
costs to be incurred by Louisville Water Company. Any change in scope of the design, from that
contemnplated in the Water Purchase Agreement, which causes a deviation in the estimate from either
external or internal costs must be approved by Kentucky-American in advance, which approval shall
not unreasonably be withheld. Kentucky-American will provide a member of our company to serve on
the design/review team to insure the above. 1 assume you would have no objection to our internal
auditors verifying the compilation of your internal costs.

In the rare event Kentucky-American's design contractor is unacceptable to Louisville Water Company,
Kentucky-American must approve your selection of a design contractor for your facilities, and that
approval shall not be unreasonably withheld.

I want to personally thank you for the cooperation which has existed between the representatives of
Louisville Water Company and Kentucky-American. Any questions, concerns or issues about our
future relationship should be directed to Herb Miller (legal), Coleman Bush (finance), Nick Rowe
(operations), or Linda Bridwell (engineering). 1 envision that you and I will have a fairly constant
exchange of information and ideas, and please feel free to call me personally on any issue at any time.

If this Agreement meets with your approval, I would appreciate receiving your estimate of the external
and internal costs to be incurred by Louisville Water Company. Upon our approval thereof, I will ask
you by additional correspondence to sign a copy of this letter which shall then be considered as the
agreement between Kentucky-American and Louisville Water Company as detailed herein.

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

Very truly yours,

N PO

Rey W. Mundy 11
President

J12RC:AWork\LWIKAWC\bluegrassOO3huber ltr
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DRAFT - FOR DISCUSSION PURPOSES ONLY

Kentucky American Water Company/Louisville Water Company Meeting -
Minutes for February 6, 1998

The meeting started at 10:00 am in the Board Room. The meeting format was changed
from face-to-face to a conference call due to the 20 inches of snow. In attendance from
the LWC were Greg Heitzman, Karen Willis, and Alan Arbuckle. In attendance from

"~ KAWC were Linda Bridwell, Dave Reeves, and Mick ?. Agenda was faxed to the LWC

location and the meeting agenda started at 10:30 am, see attached. The meeting
discussion deviated in order from the agenda and is presented below in the order
discussed.

Request for Proposal

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

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

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

and the understanding of financial responsibilities.

Coordination of Design Work

Contracts for the LWC are Bob Miller for legal and financial issues, and Greg

Heitzman/Karen Willis for engineering issues. Contact for financial issues is Coleman
Bush at the KAWC.

US 60 Route Feasibility

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

Hydraulics

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

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

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

Schedule of Completion of Work

The following timeline was suggested by the KAWC:

o February 13, 1998 (about one week from today) — discussion of LWC
hydraulic evaluation and LWC review/comment of RFP

February 17, 1998 — RFP sent to short list of consultants

March 19, 1998 ~ proposals received by the KAWC

April 1, 1998 — award contract to successful consultant

October 1, 1998 - completion of design work

December 1, 1998 — file to the PSC for Certificate of Convenience and
Necessity

January 15, 1999 — advertisement period begins

April 1, 1999 — construction bids received

June 1, 1999 — PSC hearing conducted

September 1 to December 1, 1999 — construction starts

March to June 2001 - facilities placed in service

e © © © ©

@ o ¢ © o

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

Coordination of Design Work

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

Water Purchase Contract Issues

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

Pump Station Controls

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

Water Quality

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

Other Issues

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

The meeting adjourned at 11:40 am.



LOUISVILLE WATER COMPANY

550 SOUTH THIRD STREET » LOUISVILLE, KENTUCKY 40202
TEL 502-569-3600 FAX 502-569-0815

June 16, 1999

Ms. Linda C. Bridwell, P.E

Director of Engineering
Kentucky-American Water Company
2300 Richmond Road

Lexington, Kentucky 40502

RE: Bluegrass Water Project — Time Extension for Consultant Completion

Dear Ms. Bridwell:

This letter is a follow-up to our telephone conversation of June 3", subject as above, in which |
explained that a time extension request has been received from PDR Engineers, inc. for
completion of their design services for the Bluegrass Water Supply Project.

PDR has formalized their request in letter form, a copy of which is attached. Specifically, PDR
has requested a forty-five (45) calendar day extension to the project timeline for the project
deliverables. The following table outlines the current required completion dates for key
deliverables, as well as the dates that would be in effect if you concur with the extension.

Current Requested
Completion Completion
Date Date
o 100% stream x-ing details 1 April 99 1 July 99
o 90% design for pump station 1 May 99 15 July 99
90% tank plans
o 100% plans & specs for: 1 June 99 16 Aug 99
-pipeline
-pumping station
-elevated tank
s  Final project estimate 1 July 69 16 Aug 99

Please advise at your earliest convenience Kentucky American’s position on whether this request
is acceptable.

Sincerely,
e
e if

James H Brammell, P E.
Business System Owner, Facility Design,
Construction & Maintenance

cC Greg Heilzman v/
Bill Rhodes

An Equal Opportunity Employer
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Engineers, Inc.

June 16, 1999
Mr. James H. Brarnmell. P.E.

Business System Owner, Facility Design
Louisville Water Company

550 South Third Street
Louisville, Kentucky 40202

Re: Bluegrass Water Supply Project
Dear Mr. Brammeli:

PDR Engineers, Inc. would like to request a time extension to the current contract for

delivering the pipeline, pump $tation and water tank plans and specifications for the
Bluegrass Water Supply Project.

PDR Engineers, Inc. is requesting a 45-calendar dry extension to the project timeline for
the deliverables for the project based on the revisions requested by the Louisville Water
Company. Based on the 45-calendar day request the following schedule is requested:

Revised Completion Dates Deliverables
July 1, 1999 100% Stream Crossing Details
July 15, 1999 ' 90% Design Plans for Pumping Station
’ 90% design Plans for Water Tank
August 16, 1999 100% Design Plans and Specifications for:
‘ Pipeline
Pumping Station
Elevated Tank
August 16, 1999 Final Cost Estimate

Revisions in the alignment of the waterline and subsequent changes in th¢ pump station
locations have caused delay in the production of plans and $pecifications. Many of the
revisions in alignment which were requested by property owners and the Louisville
Water Company have been incorporated into the plaos to facilitate the future acquisition
of easements along the alignment.

PDR has also beeu requested by the Louisville Water Company to investigate the
possibility of a right-of-way crossing at KY 1848 and to investigate any potential
conflicts with the future roadway interchanges at I-64 and 1-264 and English Station
Road.
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Attached is a list of the revisions requested during the current contract period requiring
additional time to complete the engineering.

We feel this request is reasonable request for additional time while still meeting the
delivery schedule to Kentucky American Water Company.

Thank you for your consideration of this matter.

S

Mark S. Tate, P.E.
Project Manager

Sincerely,

cc: Hans Probst, P.E.
Bill Rhodes, P.E.

fite: Bluegrass Water Supply




LOUISVILLE WATER COMPANY

550 SOUTH THIRD STREET » LOUJSVILLE, KENTUCKY 40202
TEL 502-569-3600 FAX 502-569-0815

January 27, 1999

Ms. Linda Bridwell, P.E.
Kentucky-American Water Company
2300 Richmond Road

Lexington, Kentucky 40502

Re: Blnegrass Water Supply Project
Dear Ms. Bridwell:

Thank you for your letter of January 20, 1999. Mr. Jim Brammell, Mr. Bill Rhodes, and I met with PDR Engineers
(Hans Probst, Ray Thlenberg, and Mark Tate) on January 21 to review the progress of the design of Louisville
Water Company’s portion of the Bluegrass Pipeline. I was pleased to sec the design is well underway and on
schedule to meet the target March deadline. 1 have provided the following response to the issues identified in your
letter.

Item No. 1 - [ understand your schedule has been revised to accommodate a route change and you have extended
our design completion an additional 120 days from March 7 to July 7, 1999. With this extension, we will advise
PDR Engineers that their design completion and final cost estimate have been extended as follows:

e 90 percent design plans of pipeline route, including stream crossing details and permit preparation by 4/1/99
(to meet Corps of Engineers permit date)

e 90 percent design plans of pump station and tank by May 1, 1999

»  final design plans and specifications for pipe, pump station, and tank by June 1, 1959

o  final project estimate by July 1, 1999

This revised schedule should accommodate PDR’s coordination efforts with Gannett-Flemming.

Ttem No. 2 - I understand you will soon complete your purchase of a 7.34-acre tract in Shelby County. Louisville
Water Company desires to own the property where the tank and pump station will be located. I will direct PDR to
proceed with the final site plan for location of the tank and master meter assembly and preparation of a property plat
and property description. The layout will consider construction of a future tank should gperations require such
storage. I will move forward with approval by the Board of Water Works to purchase five acres from Kentucky
American for a price of $225,000. I will request Mr. Joe Helm to draft a property sale agreement and coordinate this
transaction with Mr. Herb Miller.

Item No. 3 - Louisville Water Company authorized PDR Engineers to use Dunaway Engineers as a subcontractor
for the route survey work on the pipeline. After review of their cost proposal, we believe the price is competitive.
Further, with the high level of construction activity in the area, surveying services are at a premium. To meet our
contract commitment of 120 days, we authorized PDR to proceed with Dunaway. To date they have provided
timely, reliable service. This is evident from the substantial progress made on the pipeline design to date by PDR.
Since we are under contract, it will be difficult to get a competitive price from a competing firm. We will request
that PDR provide us documentation supporting the survey service costs. Upon completion of the project design, 1
would suggest we can compare the cost of route survey on Louisville Water Company’s design portion to that of
Kentucky American’s design portion and apply a percentage of total cost and length to resolve this issue. In
addition, we will prepare a summary of similar Louisville Water Company transmission main projects comparing
the cost of survey services as a percent of total design services. As indicated in the past, we are willing to pay for
any cost differential that can be demonstrated.

An Equal Opportunity Employer



Ms. Linda Bridwell, P.E.

January 26, 1999
Page 2

Ttem No. 4 - Enclosed is PDR’s Route Evaluation report. From this analysis, an alignment along the north side of
Interstate 64 has been selected. The Interstate crossing will be just west of Highway 35 to the delivery point. This
route was selected from a joint review with PDR and Louisville Water Company staff and considered to be the most
cost effective route, considering cost, constructability, and environmental impact. 1 believe it is safe for you to
notify the Shelby County property owners south of Interstate 64 from the Jefferson County line to Highway 55 that
an alternate route has been selected. Considering the route change, I request your authonization for Louisville Water
Company to begin contacting property owners along the new pipeline route, begin preparing easement plats

and descriptions, and initiate easement negotiations. I suggest we set a meeting in February to review our easement
acquisition process and the cost parameters for easement purchase. Field work during evaluation of the final route
has stirred property owner interest, and timeely easement acquisition will both expedite the project and reduce
easement costs.

Since we are now under design, please address ail design correspondence to Mr. Jim Brammell, Manager of Facility
Design and Construction, with a copy to Mr. Bill Rhodes, our Project Manager for the Bluegrass Pipeline, and me. 1
will continue to be your prirnary contact for any contract issues regarding the Water Supply Agreement

Finally, I will ask my secretary, Gale Harper, to arrange a meeting in mid February to allow our respective staffs to
meet and review progress of the project design. We can also review our easement procurement process at this
meeting.

Please let me know if you need any further information.

.ﬁ}

dent- “Hief Engineer

Sincerely,

%;o

Vice P

/gh

cc: John Huber, Jim Brammell, Bill Rhodes - Louisville Water Company
Joe Helm - Brown, Todd & Heyburn
Hans Probst, Mark Tate - PDR Engineers

C:\datalmsoffice\winword\pch\bridwell Jan99

LOUISVILLE WATER COMPANY




SIAVASED!

Kentucky-American Water Compan;

A0 2

HEAREW
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Linda C. Bridweli, P.E.
Director of Engineering

January 20, 1999

Mr. Greg Heitzman, P.E.
Vice President

Louisville Water Company
550 South Third Street
Louisville, Kentucky 40202

RE: Bluegrass Water Project Design Services
Dear Greg:
I understand that design is well underway and I wanted to follow up with a few items:

Item No 1

Due 1o the change'in our route; we: have sxgmf‘ cantly set back our desngn schedule We are’ on a
schedule where we will need to-confirm: with-you the, tank location, meter. vault locatxon and tank
overflow elevation by March 1, 1999. “Additionally, we are now antxcxpatmg filing an Apphcanon
for a Section 404 permit and a Section 10 permit with the Army Corps of Engineers April 1, 1999,
This means that route selection and stream crossing details must be completed by that time. We do

not, however, anticipate completing full project design until September 7, 1999,

1 understand that PDR/Gannett Fleming is required to complete design by March 7, 1999 based on
the requirements in the water purchase contract. Kentucky-American Water Company (KAWC) is
agreeable to relaxing that requirement to allow an additional 120 calendar days for design, as long as
the information requested above can be completed within the time scheduled. This would allow
design completion by July 7, 1999.

Ttem No. 2

KAWC is in the process of completing negotiations for the purchase of 7.34 acres in Shelby County
for the metering point and booster station site,. but we will only be utilizing two acres. The
negotiated price of this site is $45,000.per; acre.. It is my understanding the Louisville Water
Company (LWC) may be interested in utilizing part.of this site for its addmonal facxlmes mcludmg
the tank. 1:would:appreciate that if you:are:interested, you provide me thh the amount of land
needed and any utilities or special requirements for your site. | understand that you already have a
'copy -of the site layout from PDR. We can begin to negotiate a purchase or leasing agreement with
the LWC.

Hshared\Enginecringtheitzman doc
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Letter to Greg Heitzman
RE: BWP Design Services
January 20, 1999

Page Two

Jtem No. 3

Your November 4, 1998 letter indicated that you would forward information documenting
competitive pricing for Dunaway as the surveying subcontractor, and that LWC would be
responsible for any expenses above competitive pricing. As it may not be reasonable to solicit work
on this project from other firms, if you have information regarding comparable projects, it would be
helpful. 1 included the $540,000 estimate for KAWC’s portion of LWC’s design cost in recent
information I sent to our Board of Directors, which was based on the proposal with Dunaway. I have
already received a few questions about the estimate, and would like to finalize this issue, if possible.

Item No. 4

Because we were still in contract negotiations, last summer KAWC contacted all of the property
owners near the gas main from the Shelby/Jefferson County line. I understand now that you may be
looking at a route North of Interstate 64. We have obviously gotten a few calls back from property
owners between the county line and the metering point who expected us to be out surveying. I would
appreciate your input on how to direct them.

Finally, as I indicated to you, ] will continue to be the point of contact for KAWC on all design and
technical-related issues. You indicated in a previous conversation, however, that Jim Brammell will
oversee the design. If you would prefer to have him, or someone else, be my point of contact please
let me know.

Please let me know if there are any questions or concerns. I am excited about this project moving
forward.

Sincerely,

Syl el
Linda C. Bridwell, P.E
Director of Engineering

LCB/dm

¢:  Roy Mundy, KAWC
Nick Rowe, KAWC
Herb Mitler, KAWC
Jim Brammell, LWC
John Huber, LWC
Bill Rhodes, LWC
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To: John Huber, Barbara Crow
From: Jim Bramme!@'é‘b

cC; Greg Heitzman

Date: 05/05/99

Re: Bluegrass Water Supply Project — Letter to Property Owners

Please review the attached letter and fact sheet and provide any comments to me as soon as possible
This letter is intended to be sent to all property owners along our portion of the alignment

Thank you

@ Page 1



LOUISVILLE WATER COMPANY

§50 SOUTH THIRD STREET « LOUISVILLE, KENTUCKY 40202
TEL 502-569-3600 FAX 502-569-0815

May 6, 1999

Mr./Ms.

Louisville, Kentucky 4xxxx

o B aress wo Yo, Sepptu By
- Louisville Water Company Pipeline Design Activities

Dear

As you are probably aware, consideration is being given to construction of a water pipeline
from Louisville to Lexington. In an effort to help you better understand the project and the
Louisville Water Company's (LWC's) role in the project, we have prepared the attached fact

sheetgﬁaa:-yew-use, S@’ el M)w\g

r-As—sta%eMn—the—faet—sheet:Qesign workﬂwas been on-going for several months. Because
much of our design work requires field investigations, you may have been contacted in the
past by our staff, or our design consultant, PDR Engineers, for permission to enter upon your

property. Qondb«(&f“\%( ﬁ { &(xamﬂ
o

At this time we héve requested PDR Engineers to direct their Be¥consultants conduct
environmentaj/and cultural resources investigations along the project alignment. To
accomplish this work we are seeking your permission to enter your property. The
investigatigh to be conducted will be limited generally to walking across your property and
perhaps-afew shovel tests, dug by hand. The consultants will be required to carry
identification while on your property, and they will take precautions to leave the property as
they found it and to minimize any disruption to you.

Please phone Mr. Mark S. Tate, PE of PDR Engineers at (502) 584-5555 to provide youf}
verbal approval and any specific comments on the care of your property.

In the meantime, should you have any general project questions please direct them to me at7
the address shown above or by telephone at (502) 569-0880.

/ B'e/
Sincerely, /y/\\ew g/“’j\ b Y-V“

James H. Brammell, PE l»Q pS
Business System Owner, Facility Design WOV 0 A%
Construction & Maintenance . QQ"% e,{\k
N g
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FACT SHEET
BLUEGRASS WATER SUPPLY PROJECT

LOUISVILLE WATER COMPANY COMPONENT

Prepared: May 5, 1899

OVERVIEW OF PROJECT: M (u/\q 0
The Louisville Water Company (W(C) and KentuckyAmerican Water Company (Ware in the
process of designing water supply facilities that be used to help secure a continuing,
dependable source of water to meet the present and future needs ofitheir customers. The project is
known as the Bluegrass Water Supply Project. -
\"‘dm f}mﬂ WA

SCOPE OF PROJECT: \ \@g\&ﬁ

L lowigtt toder [ "

K\g is designing and estimating costs for a pipeline from a point near US Highway 60 and English
Station Road in Jefferson County to a location in the vicinity of {64 and Highway 55 in Shelby County
Additional LWC facilities are expected to include a water pumping station near the intersection o

and the Snyder F eeway (I-265) in Jefferson County, and an elevated water tank near Highway ‘5 ],&m&jt
— K AT Mm o4
is planning gnd designing facilities that will connect its existing water system in Lexington to
the proposed delivery pointin Shelby County. P%eas&seeﬁe attached map.
ot Higoos 55 prop'u?}) Xl % Ao on “M’ ot
The@as retained PDR Engineers, Inc. to design its portion of the project.
L«anw“t U“C}& UD

ProuactScheduleA d (@“}oc[@; 75¢ A«ff’M\’(\QL

@design portion of the project began in late 1998 and is expected to be completed in the
sumimer of 1999. At this time {WG is only proceeding with design and cost estimates for the project.

Additional Information:

Any questions related to the project may be directed to Mr. James Brammell, PE of the Louisville
Water Company at (502) 569-0880, or at the address shown below:

Louisville Water Company
550 South Third Street
Louisville, Kentucky 40202
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KAWC RATE OPTIONS

Commodity Rate $1,058,500 @$1.16/1,000 gals.

Elevated Service Area Surcharge 173,375 @%0.19/1,000 gals.

Total Annual Commodity Charge $1,231,875

Customer Charge $48,300 @8$3.5/Meter Equivalent per month
Total Annual Water Bill $1,280,175 or $ 140 perl,000

Extension of System Capital Contribution $11,000,000
System Development Charge $805,000
Total Initial Capital Outlay $11,805,000
Assumptions:

Wholesale rate = $1.16/1,000 gals.
KAWC Usage 2.5 MGD (annual average)
KAWC has 1150 Equivalent Meter Units

Operating Cost Component $401,753
Depreciation Cost Component 68,209
Return on Plant Investment Component 255,827
Total Annual Commodity Charge $725,788
Customer Charge $48,300
Total Annual Water Bill $774,088  or $0.85 /1,000 gals.

Assumptions:

KAWC Usage 2.5 MGD (annual average)
LWC System Capacity 240 MGD

KAWC Reserved Capacity Request 3 MGD

Principal Amount $11000000 $959,030 Assumes 0.06% for 20 vears
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Bluegrass Water Project Sample Monthly Bill

Based on 1898 Rate Schedule

Consumption in Thousand Gallons

Seller Operating Expense - Common to Only
Retail Customers Expense - Customer Expense

KAWC Portien of Operating Expense

$ 1,357,522

i $ 33,479.44 I

Beginning Meter Reading 071G Example

Ending Meter Reading 181,000 TG Example

Consumption for Month 181,000 TG Ending - Beginning Reading

Average Usage Per Day 6,033 TG Consumption / 30 Days

Reserved Capacity Request / Seller System Capacity

Buyer Reserved Capacity Request (Daily) 25000 TG Example

Buyer Reserved Capacity Request (Monthly) 75,0000 TG

Seller System Capacity (Daily) 240,000 TG

Reserved Capacity Request / Seller System Capacity 1.04167%

Standard and Extra Consumption

Consumption for Month 1810000 TG

Buyer Reserved Capacity Request (Monthly) 75,0000 TG

Extra Consumption 106,0000 TG

Standard Consumption 75,0000 TG

Operating Expense Component

Buyer Standard Consumption for Month 75000 TG Example

Seller Total System Sales 3,041,085 TG Example

Buyer Consumption / Seller Total System Sales 2.46622%

Selier Operating Expense $ 2,601,733 Utility Rate Schedule 2 Column 1 Line 50/ 12
- Common to Only Retail Customers Expense 427,278 Utility Rate Schedule 2 Column 7 Line 50/ 12
- Customer Expense 816,933 Utility Rate Schedule 2 Column 6 Line 50/ 12

(Buyer Consumption / Seller Tatal

System Sales ) * (Seller Operating -
Expenses - Common to Only Retail
Customers Expense - Customer Expense)

Depreciation Expense Component

Sellar Depreciation Expense
. Common to Only Retail Customers Expense
- Customer Expense

Seller Depreciation Expense - Common to Only
Retail Customers Expense - Customer Expense

KAWC Portion of Depreciation Expense

Reserved Capacity Request / Seller System Capacity

1 04167%

3 917,540
245043

221918

$ 450,580

$ 4,693.54

Utility Rate Schedule 3 Column 1 Line 19/ 12
Utility Rate Schedule 3 Column 7 Line 19/ 12
Utility Rate Schedule 3 Column 6 Line 18/ 12

(Buyer Reserved Capacity / Seller System
Capacity) * (Seller Depreciation Expense -
Common to Only Retail Customers Expense
- Customer Expense)
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Return on Plant Investment Component

Reserved Capacity Request / Seller Systern Capacity
Seller Retum on Plant investment

- Common to Only Retail Customers Portion

- Customer Portion

Seller Return on Plant Investment - Common to Only
Retail Customers Portion - Customer Portion

KAWC Portion of Return on Plant Investment

1.04167%

$ 2,382,108
597,062

124,012

$ 1,661,036

§ 17,302.46

Utility Rate Schedule 4 Column 1 Line 24712
Utility Rate Schedule 4 Column 7 Line 24/ 12
Utility Rate Schedule 4 Column 6 Line 24/ 12

(Buyer Reserved Capacity / Seller System
Capacity) * (Seller Return on Plant Investment -
Common to Only Retail Customers Portion

- Customer Portion)

Direct Operating Expense

Direct Operating Expense 3 875.00 Example of Actual Operating Expenses assignable
to Buyer including, but not limited to, metering,
billing, collection, and maintenance on Buyer
specific assets.

Extra Consumption Charge

Consumption Above Reserved Capacity 106,000 TG

Standard Wholesale Rate $ 1.35 per TG

Extra Consumption Charge $ 143,100.00

Computation of Total Water Bili

KAWC Portion of Operating Expense

KAWC Portion of Depreciation Expense
KAWC Portion of Return on Plant investment
Direct Operating Expense

Extra Consumption Charge

Total Water Bill

33,479 .44
4,693.54
17,302.46
875.00
143,100.00

3 1988,450.44

LR R
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Table 1-1
5/8-Inch Equivalent Meter Factors
Meter Size
(inches) 5/8-Inch Equivalent Meters®
5/8 and 3/4 1.00
1 2.50
1-1/2 5.00
2 8.00
3 15.63
4 25.00
6 50.00
8 80.00
10 115.00
12 185.00
16 330.00
a Calculated by CH2M HILL.

Rate means any individual or joint fare, toll, charge, rental, or other compensation for
service rendered or to be rendered by the LWC.*

Service includes any practice or requirement in any way relating to the service of any
utility.” Adequate service means having sufficient capacity to meet the maximum esti-
mated requirements of the customer to be served during the year following the com-
mencement of permanent service and to meet the maximum estimated requirements of
other actual customers to be supplied from the same lines or facilities during such year

and to assure such customers of reasonable continuity of service.’

‘From Kentucky Revised Statutes (KRS) 278.010(10)

*From KRS 278.010(11)
From KRS 278.010(12)

ATLR60/002.51 1-6
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Table ES-2
SDCs for Each Meter Size
Including All Eight Asset Catcgorics

5/8-Inch
Equivalent SDC for Plus SDC for Equals
Meter Existing Planned Cost—of--Service
Meter Size Factors(a) Capacity(b) Capacity(b) SDCs

5/8- or 3/4-Inch 1.00 $398.74 $985.38 $1,384.12

I~Inch 2.50 996.85 2,463.45 3,460.30

1-1/2-Tnch 5.00 1,993.70 4,926.90 6,920.60

2-Inch 3.00 3,189.92 7,883.04 11,072.96

3~Inch 15.63 6,230.31 15,396.56 21,626.88

4-Inch 25.00 9,968 .50 24,634.50 34,603.00

6-Inch 50.00 19,937.00 49,269.00 69,206.00

8-Inch 80.00 31,899.20 78,830.40 110,729.60

10-Inch 115.00 45,855.10 113,318.70 159,173.80

12-Isch 185.00 73,766.90 182,295.30 256,062.20

16-Inch 330.00 131,584.20 325,175.40 456,759.60

a From Table I-1.
b From Table 2-5.
Table ES-2A
SDCs for Each Meter Size
Including Transmission and Storage Assct Categories Only
5/8Inch
Equivalent SDC for Plus SDC for Equals
Meter Existing Planned Alternative
Meter Size Factors(a) Capacity(b) Capacity(b) SDCs

5/8- or 3/4-Inch 1.00 $217.52 $508.96 §726.48
{~Inch 2.50 543.80 1,272.40 1,816.20
1~1/2-inch 5.00 1,087.60 2,544.80 3,632.40
2~-Inch 8.00 1,740.16 4,071.68 5.811.84
3-Inch 15.63 3,398.75 7,952.50 11,351.25
4-Inch 25.00 5,438.00 12,724.00 18,162.00
6-Inch 50.00 10,876.00 25,448.00 36,324.00
8-Inch 80.00 17,401.60 40,716.80 58,118.40
10-Inch 115.00 25,014.80 58,530.40 83,545.20
12~Inch 185.00 40,241.20 04,157.60 134,398.80
16-Inch 330.00 71,781.60 167,956.80 239,738.40

a From Table 1-1.
b From Table 2-5A.
SDCModel.wki ES-4
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Kentucky American Proposal Loy ”Wﬁly,
(remaining items of negotiation)
June 30, 1998

1. Point of Delivery - Hwy 55 near Interstate 64.

MY oW

Minimum pressure at delivery point (discharge side of meter battery) is 30 psi.
Maximum Pressure along LWC pipeline is 175 psi.

Minimum Pressure along LWC pipeline is 40 psi.

Minimum flow capacity at delivery point is 23 MGD (36” pipe velocity = 5 ft/sec).
Maximum flow capacity is 35 MGD (36" pipe velocity = 8 fi/sec).

1. LWC Owned and Operated Facilities (Project Facilities)

A

B.
C.

D.
E

25 MGD Pump Station with expansion capability to 35 MGD located near I-265 and [-64 in
Jefferson County.

Minimum 1.0 MG Storage Tank in Shelby County, west of delivery point and KAWC BPS.
10,200 feet of 60-inch and 64,500 feet of 36-inch transmission main from English Station
Reservoir to Delivery Point, generally following I-265 and I-64 corridor, using most feasible

route.

Project Facilities designed by consultant selected by LWC, approved by KAWC.
Design and final cost estimate completed by December 1, 1998.

II. Financing of Project Facilities

Al

B
D

KAWC to pay for 36-inch transmisison main from English Station to Delivery Point.

LWC to pay for incremental upsizing from 36-inch to 60-inch along Interstate 265.

LWC to pay for Jefferson County 25 MGD pump station and Shelby County storage facility
LWC to allow KAWC to recover cost of pipeline construction for any service connections to
the transmission main in the form of a service connection fee having a value of $5,000 per
equivalent unit as follows:

L

R S

4-inch metered service, 25 equivalent units, $125,000 connection fee
6-inch metered service, 50 equivalent units, $250,000 connection fee
8-inch metered service, 80 equivalent units, $400,000 connection fee
10-inch metered service, 115 equivalent units, $573,000 connection fee
12-inch metered service, 185 equivalent units, $925,000 connection fee
16-inch metered service, 330 equivalent units, $1,650,000 connection fee.

E. Service Connection Fees would apply for term of contract (40 years), collected by seller for
buyer. Total fees collected can not exceed value of the 36-inch tranmission main,

F. Connection fees apply only to metered service and do not apply to distribution system
connections to transmisston facilities for purpose of retail distribution of water.

IV. Reserve Capacity:

A
B.

D.

KAWC initially reserves 4.0 MGD, increased to minimum of 5 MGD by 2005,
KAWC has first right of refusal on reserve greater than 4 MGD up to 23 MGD, LWC giving
6 months response time for KAWC to increase reserve if LWC desires to sell additional

Ieserve,

KAWC gives LWC 6 months notice on need to increase reserve capacity.
LWC retains full rights on 12 MGD of the 35 MGD total capacity.
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V. Depreciation:

A. LWC will not charge depreciation on contributed portion of Project Facilities (transmision
facilities), providing that KAWC will provide for replacement and or rehabilitation of
facility as needed upon renewal of contract for a second 40 year contract term.

B. Depreciation will be included in the water rate for transmission, pumping and storage
facilities nsed in delivering water to the delivery point.

V1. Water Rate Schedule B;

A. Buyer Reserve Request \® ' 0§£ A J'?/

t
can establjsif new capacity by July 1, of previous year. (adjusted once per year) 6" !f’\
Seller h onths to accommodate new reserve request level, ’S

rampmfromzSmSOMGDoverﬁrStSyczars) Wi 6"\4& AP N S Y0 wus 40 .

Jnaximum reserve capacity request is 23 MGD,

B. Water rate for consumption within Lhe Buyer Teserve request:

I

{

J Operating Cost component (variable based on consumption)

i Depreciation Cost component (fixed based on reserve capacity)

1 Return on Prant Investment Cost component (fixed based on reserve capacity)

i Dedicated customer costs (fixed based on reserve capacity)
1
: .

C. - Water Rate for consumption exceeding capacity Reserve Request in a 24 hour period:

A
i

i wholesale rate with ESA &2 5)1 3C0//oo’0
mmmmmmmqﬁ%mwm

\ Waiver provision for emergency approved by Seller.

"D, ﬁinimu’m Water Sales k ‘
Y

;Mm)mum water sales requirement of 1.5 MGD measurcd as}d MG per month for
first 5 years.

‘Minimum water sales requirement of 2.0 MGD, measured as 38/MG per month
after Year 2005

Waiver for minimum requirement in event of an emergency approved by Seller.

1

t\
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Keatucky-American Water Company

2300 Richmond Road Lexington, Kentucky 40502
(606) 268-632C - Fax (606) 2684327

Roy W. Mundy I}

President

June 19, 1993

Mzr. 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 staff have put into our negotiations toward the
water purchase agreement between the Louisville Water Company and Kentucky-American
Water Company. My purpose in writing is to state the current position of KAWC regarding
what | consider to be our only significant remaining issue, and io make a suggestion as to how
we might bring these issues to a close.

POINT QF DELIVERY:

We are in agreement with your request to move the point of delivery to the intersection of (\
Interstate Highway 64 and Kentucky Highway 55. Our understanding is that this request 0
includes a 25-MGD pump station and water storage tank designed and installed entirely at the
expense of LWC (tank capacity to be determined).

ADDITIONAL 12 MGD OF CAPACITY CREATED BY PUMP STATION AND TANK
REFERENCED ABOVE:

We understand that you have offered KAWC the right of first refusal for any increment of this & WWM
additional capacity. Our request that one-half of this additional capacity be reserved forusatno § ° k
additional cost was denied. I assume that if we agree to the first refusal concept of the 12 MGD

in lieu of an absolute reserve, our cost to accept a portion of the 12 MGD would be in accord

with current contract terms.

1. PROJECT FACILIT.

contract, we will accept your representation that the incremental cost approach has been
universally applied by LWC in situations where upsizing has been done,

L
Q’@ 5 m@ \4/» | ,
o 4 e g
La\@‘ I - T S ) < A u}’w‘;

-l X B TS E . Ly
QQ [ -RAE A i R S S B
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We continue to disagree on LWC’s share of the cost when the line is upsized, but to complete the} o(/ .
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John Huber
June 22, 1998
Page 2
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DEPRECIATION ON CI4C:
The Public Service Commission does not allow KAWC to recover depreciation on contributed

property and it is likely that they would lock with disfavor on a rate that included such a cost.
We suggest that depreciation on contributed property, if any, be removed from our rate
calculation.

MINIMUM LEVEL OF SALES:

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

RESERVED CAPACITY:

Our decision in these negotiations must be made among the various 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 use, the lower our per-unit rate will be. ‘We propose
that our initial reserved capacity be 2.5 MGD. We also propose that this reserve increase .5
MGD in the succeeding three years unti] 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 6-MGD 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
privately. We may be able to bring closure to some of them.
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Kentucky Amemcan Water Company

2300 Rxchmond Road -« Lexington, Kemucky 40502 - (606) 269-2386 - Fax (606) 268-6327

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

o

May 28, 1998

Mr. Robert K. Miller, Vice President of Finance and Treasurer
Louisville Water Company

435 South Third Street

Louisville, KY 40202

Dear Bob:

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

We offer the following for your consideration:

» While many of the details will require significantly more discussion, we understand
your offer regarding point of delivery to be: For a point of delivery located at or near
KY 55, Louisville Water Company (“LWC”) will build, at its expense, one booster
station to be located in Jefferson County and one storage tank (size and location to be
determined). This is acceptable to us for the following consideration. It is estimated
that these additional facilities will add up to 12 MGD to the capacity of the project
facilities. We propose that Kentucky-American Water Company (“KAWC”) be
allowed to reserve one half of this additional capacity at no additional cost to KAWC.

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



Page 2

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

Sincerely, .

dM//m@\

Coleman Bush
Vice President and Treasurer

C: Roy W, Mundy I
Nick O. Rowe
Herbert A. Miller, Jr.
Linda C. Bridwell
Mark C. Frost



Advantages of Pipeline Ownership into Shelby County
May 12, 1998

Water Sales Potential:

B proximity to West Shelby Water District, North Shelby Water District, and Shelbyville
B potential additional Water Sales over next 10 years:

B West Shelby Water District = 1.0 MGD (shift from Shelbyville source plus growth)
North Shelby Water District = 1.0 MGD (shift from Shelbyville source plus growth)
B Shelbyville average day = 4.0 MGD

Taylorsville and US 60 Water District potential pending growth in region

Regionalization/Growth:

supports regional economy theory, promoted by the Chamber and Community Leaders
ability to shape water policy and future growth in Shelby County

ownership of pipeline througlrthe next envelop of retail service area (Shelby County)
lower retail water rates than Shelby County providers

Highway 55 by-pass around Shelbyville under construction, allowing further growth
proximity to Budd Plant, Ford Mixing Center, and Shelbyville Industrial Park
industrial development potential of western half of Shelby County

1-64 corridor has access to railroad, interstate, electric, gas, fiber cormmunications

EEEBmEBEBEAHE

Financial Considerations:

@ LWC to pick up shared costs of ownership, prorated on capacity

B opportunity for cost sharing among WSWD, NSWD, and Shelbyville

access to tax-exempt debt for LWC construction/ownership

advantages of ownership through depreciation of assets and return on equity

@ uses 10% of LWC reserve capacity to reduce cost pressures in raising water rates

B reduces risk of Kentucky-American using marginal pricing to sell water to Shelby County

Technical:
improves pressure, Flow and reliability along route to existing LWC customers
lower operating risks for LWC and Kentucky-American (3 pump stations)
B improved ability to manage water quality along pipeline route with additional sales
B

compliments Area 3 County Extension Program, and eliminates need for Storage/Pumping
investment for Clark Station Road area ($750,000)



PHYS11-199 13133 7 KAl P.32/83

Kentncky-American Water Company

2300 Richmond Road - lexington, Kentucky 40502
(606) 2686320 « Fax (606} 2686327 Ié/ A

Roy W. Mundy 1!
President

May 11, 1998

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

Dear John:

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

Coleman, Linda and Mark contacted'Greg on Thursday, May 7, 1998 to clarify some of the
issues that we discussed on Tuesday. We want to make sure that we clearly understand your
position on some matters and that you also understand our needs as you approach your board
tomorrow. Our needs are, in essence, the needs of our customers. Our customers require an
additional source of quality water at a fair cost. As you know, before our contract is finalized,
the Public Service Commission must approve it. Our diligence would not vary regardless, but
we have approached the negotiatinns with the regulatory process, and its attendant scrutiny, in
mind.

At our meeting on Tuesday, we talked at length about the issue of developing a defensible
reserve capacity number. Greg suggested that we approach this issue by measuring various
scenarios regarding the frequency, severity and time of a drought eveni. This information is to
be supplied to Bob so that he can rin the various reserve capacity and peak event scenarios
through his rate model. Through our discussion with Greg, Linda gained a firm understanding of
what he is proposing and will supply those numbers to Bob next week,

In talking to Greg, we were also secking clarification on the issues of upsizing and point of
delivery. There have been numerous scerarios presented, and I will attempt in this letter to state
what | believe to be your position and also to confirm our position on these matters.

The first scenario: Point of delivery at the Jeffersou/Shelby County line with upsizing. W2
understand that your position on upsizing under this scenaric would be to do so op an
incremental basis, basically paying the increased cost of larger pipe and any increase in
installation costs within Jefferson County. Our position on upsizing this main is that the costs
should be shared on a carrying capacity basis. In discussing the scenario on Tuesday relating to
facilities beyond the Jefferson County line, you offered, as an example, an upsizing scenario that
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Mr. John Huber
May 11, 1998
Page2

weuld 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 frying
to imply that this was an offer on your behalf, but am using this to illustrate that we feel this is
the fair way to share the costs on any upsizing as LWC will obviously have that capacity for its
future needs.

The second scenario: Peint of delivery in Shelby County at Highway 55 with upsizing, As!
mentioned on Tuesday, for us to consider moving the point of delivery, KAWC expects that a
substantial investment be made by LWC. Offering this proposal means that the line has value to
LWC, the total cost of which should not be borne by KAWC's customers. We discussed this
proposal at length on Tuesday, but 1 want to make sure that we both have the same
understanding. One possible scenario 1 presented was for LWC to pick up the entire cost of the
line from the Shelby County line to Highway 55. Sharing the upsizing of the line from English
Station to Highway 55 on the cartying capacity basis meationed above is also worthy of
consideration.

During the discussion between Linda, Coleman, Mark and Greg on Thursday, Greg mentioned

 that he would like to consider a third pump station. Under a scenario where LWC would see the
need for a third pump station, but KAWC did not heve an immediate need for it, Greg asked that
KAWC consider participating in this-third pump station on a carrying capacity basis. We would
be willing to listen to 2 proposal on how a third pump station could benefit us,

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

ly yours,

4}3}’ w. dy 11

President

RWM/pb

¢:  Bob Miller Greg Heitzman Linds Bridweil
Coleman Bush Mark Frost L.W. Ingramm, Esq.
Herb Miller Nick Rowe

Frsharediwc051198.doce
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Kentucky-Asicrican Water Company

2300 Richmond Road » Lexington, Kentucky 40503

606-269-2386

FAX No. (608) 268-6327 .
We have a Sharp Model FO-800 Facsimile

DATE: S{/X/?X

COMPANY: Lovisytlle ol 4.
HANDTO: G RES  FHleriim

FROM: Coleya.

Number of pages, Including cover:
If you have any problems with receiving, please call:
, Phone: Asgk for:
' Hard copy mailed: yes no
PLEASE DELIVER TO THE ABGME NAMED PERSON IMMEDIATELY.

The information contained in this transmission is privileged, confidential and intended only for the use of
the individual or entity named above. if you have received this communicstion in error, please notify
Kentucky-Amerlcan Water Company immediately by telephons, collect and retum the. original message to

us at the adrress shown via the U.S. Postal Service. You will be relmbursed for the required postags.
Thank you.

MESSAGE: -
v
6(\25 / (gJéZM eV canr M

Equal Oppentunity Employer
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Mr. John Huber, President
Louisville Water Company

435 South Third Street @ @ [‘ﬂ
Louisville, Kentucky 40202 [F p’
Dear John:

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

Coleman, Linda and Mark contactea Greg on Thursday, May 7, 1998 to
clarify some of the issues that we discussed on Tuesday. We want to make
sure that we clearly understand your position on some matters and that you
also understand our needs as you approach your board next Tuesday. Our
needs are, in essence, the needs of our customers. Our customers require an
additional source of quality water at a fair cost. As you know, before our
contract is finalized, the Public Service Cormission must approve it. Our
diligence would not vary regardless, but we have approached the
negotiations with the regulatory process, and its attendant scrutiny, in mind.

At our meeting on Tuesday, we talked at length about the issue of
developing a defensible reserve capacity number. Greg suggested that we
approach this issue by measuring various scenarios regarding the frequency,
severity and time of a drought event. This information is to be supplied to
Bob so that he can run the various reserve capacity and peak event scenatios
through his rate model. Through our discussion with Greg, Linda gained a

. firmunderstanding of what he is proposing and will supply those numbers
~ to Bob next week.

In talking to Greg, we were also seeking clarification on the issues of
upsizing and point of delivery. There have been numerous scenarios
presented and I will attempt in this letter to state what [ believe to be your
position and also to confirm our position on these matters.

The first scenario is; Point of delivér‘f; at the Jefferson/Shelby County

line with upsizing. We understand that your position on upsizing under
this scenario would be to do so on an incremental basis, basically paying the

lwceont
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increased cost of larger pipe and any increase in installation costs. Our
position on upsizing this tnain is that the costs should be shared on a
carrying capacity basis. In discussing one scenario on Tuesday, you
offered, as an example, an upsizing scenario that would increase the
capacity of the line from 23 to 40 MGD. On this basis, I believe your
comment was that the sharing could be 23/40 KAWC and 17/40 LWC. Iam
certainly not trying 10 imply that this was an offer on your behalf, but am
using this to {llustrate that we feel this is the fair way to share the costs.

The second scenario is; Point of delivery in Shelby County at Highway
55 with upsizing. AsImentioned on Tuesday, for us to consider moving
the point of delivery, KAWC expects that a substantial investment be made
by LWC. Offering this proposal means that the line has value to LWC, the
cost of which should not be borne by KAWC’s customers. We discussed
this proposal at length on Tuesday but 1 want to make sure that we both
have the same understanding. One possible scenario [ presented was for
LWCQC to pick up the entire cost of the line from the Shelby County line to
Highway 55. Sharing the upsizing on the entire length of the line from

English Station to Highway 55 on the carrying capacity basis mentioned
above i8 also worthy of consideration.

"During the discussion between Linda, Coleman, Mark and Greg on
Thursday, Greg mentioned that he would like to consider a third pump
station. He asked that, under a scenario where LWC would see the need for
a third pump station, but KAWC did not have an immediate need for it,
KAWC consider participating in this third pump station on a carrying

' capacity basis. We would certainly be willing to listen to a proposal on how

a third pump station could benefit us.

fwoeont
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LOUISVILLE WATER COMPANY
MEMORANDUM

To: Karen Willis

From: Alan Arbuckle @&‘v

Date: February 11, 1998

Re: Kentucky-American Service
Hydraulic Scenarios

The attached table summarizes the hydraulic evaluation performed for the
Kentucky-American Service. The evaluation of the four routes, three different

main sizes, and two flowrates resulted in the data in the table. The criteria used
to determine satisfactory main size are

e provide for an HGL variation at the tank of less than 40 feet
e provide static pressure greater than 50 psi
o provide a flowrate of no more than 23.0 MGD

Application of these criteria result in the main size selections given below.

Main Size Length
(Inches)  (Feet)

o Route No. 1
English Station Road, Urton Lane, 1-265, 1-64 60 10,200
1-64, Veechdale (Simpsonville) 48 44 500
e Route No. 2
English Station Road, US60 60 800

US60, Veechdale, 1-64 48 54,500



Main Size Length
(Inches)  (Feet)

¢ Route No. 3
English Station Road, Urton Lane, 1-265, 1-64 60 10,200
1-64, Jefferson County Line 42 25,200
e Route No. 4
English Station Road, US60 60 300

US60, RR, Clark Station Road, Jefferson County Line 42 29,700

The attached flow curves are for the same scenarios described above. These
graphs show the flow and pressure relationship for the various routes and main
sizes from 0.0 MGD to 23.0 MGD. The criteria used to select satisfactory main
sizes are given below and were selected to maintain a tank level variation of less
than 40 feet. Application of these criteria result in the main size selections given
above. The flow curves, therefore, support the results of the hydraulic evaluation
discussed above.

Route No. 1 - 23.0 mgd at 50.3 psi
Route No. 2 — 23.0 mgd at 50.3 psi
Route No. 3 - 23.0 mgd at 87.6 psi
Route No. 4 — 23.0 mgd at 129.1 psi

® © o 9

In addition to the above improvements, a storage facility of approximately 5-MG
capacity and a pumping facility capable of supplying the Lexington demand
(23.0 MGD) and the estimated wholesale demand will be required. Let me know
if you have any questions.
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[Louisville-Lexington Pipeline ' C=| 130
February 4, 1998 Flow = 23.0 MGD
Pipeline operating at capacity with both booster stations Diameter = 38 inches
Elevation| Distance|Head Loss HGL| Pressure| Pressure Preasure Prossure
Locatlon Station {teet {feet) {test) {feet) {feot) )] Class Req'd| Class to Use
New route (first booster station) 0.4 840 0 1288.2 848.2 280.7 300 350
New route (potental alternate booster location 00 850 4,000 82 1288.2 638.2 276.3 300 350
New route 0.5 700 5,000 10.3 1277.9 577.9 250.2 300 350
New route 0.6 710 1,000 2.1 1277.8 587.9 2458 250 300
1.0 780 5.000 10.3 1267.7 487.7 211.2 250 300
15 780 5,000 103 1257.4 4774 206.7 250 300
- 20 810 5,000 10.3 1247.2 437.2 189.3 200 250
2.5 770 5,000 10.3 1236.9 466.9 202.2 250 300
3.0 710 5,000 10.3 1226.8 516.6 223.7 250 300
33 670 3.000 6.2 1220.5 550.5 2384 250 300
3.5 710 2,000 4.1 1216.4 506.4 219.3 250 300
4.0 760 5,000 10.3 1208.1 446.1 193.2 200 250
45 860 5,000 10.3 1195.8 §35.9 232.0 250 300
5.0 710 5,000 10.3 1185.6 4758 205.9 250 300
55 780 5,000 10.3 1175.4 385.4 166.9 200 250
6.0 770 5,000 10.3 1165.1 385.1 1711 200 250
6.1 800 1,000 24 1163.1 363.1 157.2 200 250
65 730 4,000 8.2 1154.9 424.9 184.0 200 250
6.7 680 2,000 4.1 1150.8 470.8 203.8 250 300
7.0 800 3,000 6.2 1144.8 344.6 148.2 150 200
75 780 5,000 10.3 11344 354.4 153.4 200 250
7.8 710 4,000 8.2 1128.2 4168.2 180.2 200 250
8.0 810 1,000 2.1 11241 314.1 136.0 150 200
8.5 830 5,000 103 1113.9 2239 86.8 100 150
9.0 810 5,000 10.3 1103.8 283.6 1271 150 200
8.5 850 5,000 10.3 1083.4 243.4 105.4 150 200
10.0 880 5,000 10.3 1083.1 2031 87.9 100 150
105 870 5,000 10.3 1072.8 202.8 87.8 100 150
11.0 850 5,000 10.3 1062.8 2126 92.1 100 150
111 740 1,000 2.1 1060.5 320.5 138.8 150 200
11.5 820 4,000 8.2 1052.3 232.3 100.6 150 200
12.0 800 5,000 10.3 1042.1 242.1 104.8 150 200
12.2 710 2,000 4.1 1038.0 328.0 142.0 150 200
12.5 800 3,000 82 1031.8 231.8 100.4 150 200
13.0 760 5,000 10.3 1021.8 26818 113.3 150 200
135 770 5,000 10.3 1011.3 2413 104.5 150 200
14.0 800 5,000 10.3 1001.1 201.1 87.1 100 150
14.5 790 5,000 10.3 990.8 200.8 87.0 100 150
15.0 830 5,000 10.3 980.6 150.6 65.2 100 150
155 750 5,000 10.3 970.3 220.3 95.4 100 150
18.0 650 5,000 10.3 860.1 310.1 134.3 150 200
Kentucky River crossing 16.1 460 1.000 21 958.0 498.0 21568 250 300
16.2 600 1,000 21 858.0 356.0 154.1 200 250
16.3 700 1,000 2.1 953.8 2583.9 108.9 150 200
165 700 2,000 4.1 949.8 249.8 108.2 150 200
17.0 700 5,000 10.3 939.8 2396 103.7 150 200
17.1 740 1,000 2.1 937.5 197.5 85.5 100 150
17.2 760 1.000 2.1 935.5 1755 76.0 100 150
17.3 770 1,000 2.1 933.4 163.4 70.8 100 150
Critical high point 17.8 830 5,000 10.3 923.2 93.2 40.3 50 100
Glenns Creek crossing 17.9 660 1,000 2.1 921.1 2811 113.1 150 200
Suction pressure slightly raised 18.1 810 2,000 4.1 917.0 107.0 463 50 100
Second booster station 81 810 00| 13607 550.7 2385 250 300
) 18.3 800 2,000 4.1 1356.6 556.6 241.0 250 300
18.8 850 5,000 10.3 1346.4 496.4 2148 250 300
18.3 850 5.000 10.3 1336.1 486.1 2105 250 300
19.6 870 3.000 6.2 1332.0 462.0 2000 250 300
18.8 860 2,000 4.1 1332.0 472.0 2044 250 300
203 910 5,000 10.3 1321.7 411.7 178.3 200 250
208 830 5,000 10.3 13115 4215 182.5 200 250
21.3 890 5,000 10.3 1301.2 411.2 178.1 200 250
218 B30 5,000 103 1281.0 481.0 189.6 200 250
22.0 850 2,000 4.1 1286.9 436.9 189.2 200 250
o 22.5 890 5,000 10.3 1276.6 386.6 167.4 200 250
22.7 850 2,000 4.1 1272.5 422.5 183.0 200 250
23.0 900 3,000 6.2 1266.4 366.4 158.6 200 250
235 770 5.000 10.3 1256.1 486.1 2105 250 300
T 24.0 850 5,000 10.3 1245.8 395.9 171.4 200 280
N 244 910 4,000 82 1237.7 327.7 1419 150 200
T T i 245 880 7,000 211 12358 355.6 154.0 200 250
24.9 900 4.000 8.2 1227.4 3274 141.8 150 200
250 890 1,000 21 12254 3354 14521 1504 "200!
[ 255 540 5.000 103 12151] 2751 RN - 1 260
26.0 850 5000} 103 1204.89 3549 153.7 200 250
26.5 800) 5000{ 103 1194.6 294 6 127.6 150 200
i 270 940[ 5000]  "j03] 11844 244.4 105.8 150 200
. 275 950 5,000 10.3 1174.1 224.1 97.0 100 150
27.8 950 1,000 2.1 1172.1, 2221 96.1 100 150
[KAWC distribution system gradient 27.7 950 7,000 29[ _11700] 2200 §83] | 150




Louisville-Lexington Pipeline c=| 130
February 4, 1998 Flow = 18.0 MGD
Pipeline operating at capacity with both boostar stations Diameter = 38 inches
Elevation! Distance|Head Loss HGL! Pressure| Pressure Pressure Pressure
Location Station {feot) (feat) (feet) (feot) {foet) Class Req'di Clags to Use
New route {first booster station) 0.4 640 0 1177.7 537.7 232.8 250 300
New route (potental aitemate booster location 0.0 650 4,000 5.8 1177.7 527.7 2285 250 300
New route 05 700 5,000 72 1170.5 470.5 203.7 250 300
New route 0.6 710 1,000 1.4 1170.5 460.5 189.4 200 250
1.0 780 5,000 72 11633 383.3 165.9 200 250
1.5 780 5,000 7.2 1156.1 378.1 162.8 200 250
2.0 810 5,000 7.2 1148.9 338.9 148.7 150 200
2.5 770 5,000 72 1141.7 371.7 160.8 200 250
3.0 710 5,000 7.2 11345 4245 183.8 200 250
33 670 3,000 43 1130.1 460.1 189.2 200 250
35 710 2,000 2.8 1127.3 4173 180.7 200 250
4.0 760 5,000 7.2 11201 360.1 156.9 200 250
45 660 5.000 7.2 1112.8 452.9 186.1 200 250
5.0 710 5,000 7.2 1105.7 395.7 171.3 200 250
5.5 780 5,000 7.2 1088.5 308.5 133.6 150 200
6.0 770 5,000 7.2 1091.3 3213 139.1 150 200
6.1 800 1,000 1.4 10898.8 289.8 125.5 150 200
65 730 4,000 5.8 1084.0 354.0 153.3 200 250
6.7 680 2,000 29 1081.2 401.2 173.7 200 250
7.0 800 3,000 4.3 1076.8 276.8 118.9 150 200
75 780 5,000 7.2 1069.8 288.8 1254 150 200
7.9 710 4,000 5.8 1083.8 3563.8 153.2 200 250
8.0 810 1,000 1.4 1062.4 252.4 109.3 150 200
85 830 5,000 1.2 1055.2 185.2 71.8 100 150
9.0 810 5,000 7.2 1048.0 238.0 103.1 150 200
9.5 850 5,000 7.2 1040.8 180.8 82.8 100 150
10.0 880 5,000 7.2 1033.6 153.8 88.5 100 150
10.6 870 5,000 1.2 1026.4 158.4 87.7 100 150
11.0 850 5,000 7.2 1019.2 160.2 73.3 100 150
11.1 740 1,000 1.4 1017.8 2778 120.3 150 200
11.5 820 4,000 58 1012.06 182.0 83.2 100 150
12.0 800 5,000 7.2 1004.8 2048 88.7 100 150
12.2 710 2,000 2.9 1002.0 2802.0 128.4 150 200
12.5 800 3,000 4.3 997.6 197.6 85.8 100 150
13.0 760 5,000 7.2 980.4 230.4 99.8 100 150
13.5 770 5,000 7.2 983.2 213.2 92.3 100 150
14.0 800 5,000 72 976.0 176.0 78.2 100 150
145 780 5000 7.2 968.8 178.8 774 100 150
15.0 830 5,000 7.2 881.6 131.6 57.0 100 150
15.5 750 5,000 7.2 854.4 204 4 88.5 100 150
18.0 650 5.000 7.2 947.2 287.2 128.7 150 200
Kentucky River crossing 16.1 460 1.000 1.4 845.8 485.8 210.4 250 300
16.2 600 1,000 1.4 944.4 344.4 48.1 150 200
16.3 700 1,000 1.4 942.8 242.9 105.2 150 200
16.5 700 2,000 29 840.0 240.0 103.9 150 200
17.0 700 5,000 7.2 932.8 232.8 100.8 150 200
171 740 1,000 1.4 931.4 181.4 82.9 100 150
17.2 760 1,000 14 930.0 170.0 73.6 100 150
17.3 770 1,000 14 928.5 158.5 8.6 100 150
Critical high point 17.8 830 5,000 7.2 9213 91.3 38.5 50 100
Glenns Creek crossing 17.8 660 1,000 14 918.8 258.9 112.5 150 200
Suction pressure slightly raised 18.1 810 2,000 29 817.0 107.0 48.3| 50 100
Second booster station 18.1 810 0.0 1303.8 493.9 213.9 250 300
18.3 800 2,000 2.8 1301.0 501.0 217.0 250 300
18.8 850 5,000 7.2 1293.8 443.8 192.2 200 250
18.3 850 5,000 7.2 1286.6 436.6 188.1 200 250
19.6 870 3.000 43 1283.8 413.8 179.2 200 250
19.8 860 2,000 29 12B3.8 423.8 183.5 200 250
203 910 5,000 7.2 1276.6 366.8 158.7 200 250
20.8 880 5,000 7.2 1269.4 3784 164.3 200 250
21.3 890 5,000 7.2 1282.2 372.2 181.1 200 280
21.8 830 5,000 7.2 1265.0 425.0 184.0 200 250
22.0 850 2.000 29 1252.1 402.1 1741 200 250
225 890 5,000 7.2 1244.9 354.9 153.7 200 250
22.7 850 2,000 29 1242.0 392.0 169.7 200 250
230 S00 3,000 4.3 1237.7 337.7 148.2 150 200
23.5 770 5,000 7.2 1230.5 460.5 199.4 200 250
24.0 850 5,000 7.2 12233 373.3 161.8 200 250
24.4 3810 4,000 58 1217.5 3075 133.2 150 200
245 880 1000, 14 1216.1 336.1 145.5 1501 200
24.9 500 4,000 58 1210.3 3103 134.4 150 200
25.0 890 1,000 1.4 1208.9 318.9 138.1 1501 200
255 940 5,000 72 1201.7 2817 1133 150 200
26.0 850 5,000 7.2 11945 3445 1492 150 200
265 900 5,000 7.2 1187.3 2873 124.4 150 200
270 S40 5,000 7.2 1180.1 240.1 104.0 150 200
- o 215 950 5,000 72 13729 2229 96.5 100 150
. 276 950 1,000 1.4 1171.4 221.4 95.9 100 150
KAWC distribution system gradient 27.7 950 1,000 1.4 1170.0 220.0 85.3 100 150
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Louisville-Lexington Pipeline c=l 130
February 4, 1998 Flow = 1.6 MGD
Pipeiine operating at minimum flows with both boostes stations Diameter = 38 inches
Elevation| Distance|Head Loss HGL| Pressure| Pressure Pressure Pressure
Location Station {feet) {feet) (feet) {feet) {teot) i}l Class Req'd| Class to Use
New route (first booster station) 0.4 640 0 983.7 343.7 1488 150 200
New route (potental afternate booster focation 00 650 4,000 D1 983.7 333.7 1445 150 200
New route 0.5 700 5,000 0.1 983.6 283.6 122.8 150 200
New route 0.6 710 1,000 0.0 983.6 273.6 118.5 150 200
1.0 780 5.000 0.1 883.5 203.5 88.1 100 150
1.5 780 5,000 0.1 983.5 203.5 88.1 100 150
2.0 810 5,000 0.1 983.4 173.4 75.1 100 150
25 770 5,000 0.1 983.3 2133 92.4 100 150
3.0 710 5,000 0.1 983.2 273.2 118.3 150 200
33 670 3,000 0.0 9832 313.2 135.8 150 200
3.5 710 2,000 0.0 983.2 273.2 118.3 150 200
4.0 760 5,000 0.1 983.1 223.1 86.6 100 150
4.5 660 5,000 0.1 983.0 323.0 139.9 150 200
50 710 5,000 0.1 982.9 272.9 118.2 150 200
55 790 5,000 0.1 982.8 192.8 83.5 100 150
6.0 770 5,000 0.1 982.8 212.8 92.% 100 150
6.1 800 1,000 0.0 982.8 182.8 78.1 100 150
6.5 730 4,000 0.1 982.7 252.7 108.4 150 200
6.7 680 2,000 0.0 982.7 302.7 1311 150 200
7.0 800 3,000 0.0 882.6 182.6 79.1 100 150
7.5 780 5,000 0.1 982.6 202.6 87.7 100 150
7.8 710 4,000 0.1 982.5 2725 118.0 150 200
8.0 810 1,000 0.0 982.5 1725 74.7 100 150
Critical high point 8.5 890 5,000 0.1 982.4 92.4 40.0 50 100
8.0 810 5,000 0.1 982.3 172.3 74.6 100 150
9.5 850 5,000 Q.1 982.3 132.3 57.3 100 150
10.0 880 5,000 0.1 982.2 102.2 44.3 50 100
10.5 870 5,000 0.1 982.1 112.1 48.8 50 100
11.0 850 5,000 G.1 9821 132.1 57.2 100 150
111 740 1,000 0.0 $82.0 242.0 104.8 150 200
1.5 820 4,000 0.1 982.0 162.0 70.1 100 150
12.0 800 5,000 0.1 981.9 181.9 78.8 100 150
12.2 710 2,000 0.0 981.8 2718 117.7 150 200
12.5 800 3,000 0.0 981.8 181.8 78.7 100 150
13.0 760 5,000 0.1 981.8 2218 96.0 100 150
13.5 770 5,000 0.1 981.7 2117 91.7 100 150
14.0 800 5,000 0.1 981.6 181.6 78.6 100 150
14.5 790 5,000 0.1 981.5 1915 82.9 100 150
15.0 830 5,000 0.1 981.5 1515 65.6 100 150
15.5 750 5,000 0.1 981.4 231.4 100.2 150 200
16.0 650 5,000 0.1 981.3 331.3 143.5 150 200
Kentucky River crossing 18.1 460 1,000 0.0 981.3 521.3 2257 250 300
16.2 600 1,000 0.0 981.3 3813 165.1 200 250
16.3 700 1,000 0.0 981.3 2813 121.8 150 200
16.5 700 2,000 0.0 981.2 281.2 121.8 150 200
17.0 700 5,000 0.1 981.2 281.2 121.7 150 200
17.1 740 1,000 0.0 981.1 2411 104.4 150 200
17.2 760 1,000 0.0 981.1 2211 95.8 100 150
17.3 770 1,000 6.0 981.1 2111 91.4 100 150
17.8 830 5,000 0.1 981.0 151.0 65.4 100 150
Glenns Creek crossing 17.8 660 1,000 0.0 981.0 321.0 139.0 150 200
Suction pressure significantly raised 18.1 810 2,000 0.0 981.0 171.0 74.0 100 150
Second booster station 18.1 810 G0 1131.4 321.4 39.2 150 200
critical Jow point 18.3 800 2,000 0.0 11313 331.3 43.5 150 200
18.8 850 5,000 0.1 11313 281.3 21.8 150 200
19.3 850 5,000 0.1 11312 281.2 121.8 150 200
18.6 870 3,000 0.0 1131.2 261.2 113.1 150 200
19.8 860 2,000 0.0 11312 271.2 117.4 150 200
20.3 910 5,000 0.1 11311 221.1 95.7 100 150
20.8 890 5,000 A 1131.0 241.0 104.4 150 200
213 890 5,000 0.1 1130.8 240.9 104.3 150 200
218 830 5,000 0.1 11309 300.9 130.3 150 200
220 850 2,000 0.0 1130.8 280.8 12168 150 200
225 890 5,000 0.1 1130.8 240.8 104.3 150 200
22.7 850 2,000 0.0 1130.7 280.7 1218 150 200
23.0 800 3.000 0.0 1130.7 230.7 99.9 100 150
235 770 5,000 0.1 1130.6 360.6 156.1 200 250
24.0 850 5,000 0.1 1130.5 280.5 121.5 150 200
244 910 4,000 0.1 11305 220.5 95.5 100 150
245 880 1.000 0.0 1130.5 250.5 108.5 150 200
248 800 4,000 0.1 1130.4 230.4 98.8 100 150
25.0 880 1.000 0.0 11304 240.4 104 1 150 200
255 840 5,000 0.1 1130.3 190.3 824 100 150
260 850 5000 01 i1303| 2803 121.3 150 200
o 265 900 5,000 0.3 1130.2 230.2 99.7 100 150
27.0 940 5,000 0.1 1130.1 190.1 82.3 100 150
275 950 5,000 0.3 1130.0 180.0 78.0 100 150
27.6 850 1,000 0.0 1130.0: 180.0 77.9 100 150
KAWC distribution system gradient 277 950 1,000 00 1130.0] 180.0 77.9 100] 150:]




(E)uisville-Lexington Pipeline C=| 130
February 4, 1998 Flow = 6.0 MGD
Pipeline operating at minimum flows with both booster statlons Diameter = 38 inches
Elgvation| Distance/Head Loss HGL| Pressure| Pressure Pressure Presgure
Location Statlon {fest) (foet) ({feat) {fest) {fect) s} Class Req'd| Class to Use
New route (first booster station) 0.4 640 0 1011.9 371.9 161.0 200 250
New route (potental alternate booster location 0.0 650 4,000 0.7 1011.9 361.9 158.7 200 250
New foute 0.5 700 5,000 0.9 1011.0 311.0 134.7 150 200
New route 0.6 710 1,000 0.2 1011.0 301.0 130.4 150 200
1.0 780 5,000 0.9 1010.2 230.2 99.7 100 150
1.5 780 5,000 0.9 1008.3 2293 9.3 100 150
2.0 810 5,000 0.9 1008.5 198.5 85.9 100 150
2.5 770 5,000 0.9 1007.6 2376 102.9 150 200
3.0 710 5,000 Q0.9 1006.8 296.8 128.5 150 200
33 670 3,000 0.5 1006.3 336.3 145.6 150 200
"i 35 710 2,000 0.3 1005.8 295.8 128.1 150 200
4.0 760 5,000 0.8 1005.1 2451 106.1 156 200
45 660 5,000 0.9 1004.2 3442 149.0 150 200
5.0 710 5,000 0.9 1003.4 283.4 127.0 150 200
5.5 780 5,000 0.9 1002.5 212.5 92.0 100 150
6.0 770 5,000 0.9 1001.7 231.7 100.3 150 200
8.1 800 1,000 0.2 1001.5 2015 87.2 100 150
6.5 730 4,000 0.7 1000.8 2708 117.3 150 200
6.7 680 2,000 0.3 1000.5 320.5 138.8 150 200
7.0 800 3,000 0.5 988.8 198.8 B86.6 100 150
7.5 780 5,000 0.9 9831 2191 84.9 100 150
7.9 710 4,000 0.7 998 4 288.4 1249 150 200
8.0 810 1,000 0.2 998.2 188.2 81.5 100 150
Critical high point 8.5 890 5.000 0.9 997.4 107.4 46.5 50 100
9.0 810 5,000 0.8 996.5 186.5 80.8 100 150
9.5 850 5,000 0.9 995.7 145.7 63.1 100 15G
10.0 a80 5,000 0.8 994.8 114.8 487 50 100
10.8 870 5,000 08 894.0 1240 53.7 100 150
11.0 850 5,000 0.3 993.1 143.1 62.0 100 150
111 740 1,000 0.2 993.0 253.0 108.5 150 200
115 820 4,000 0.7 992.3 172.3 74.6 100 150
12.0 800 5,000 0.8 851.4 181.4 82.9 100 150
12.2 710 2,000 0.3 981.1 281.1 121.7 150 200
12.5 800 3,000 0.5 990.6 180.6 82.5 100 150
13.0 760 5,000 0.8 989.7 228.7 99.5 100 150
13.5 770 5,000 0.9 988.9 218.9 94.8 100 150
14.0 800 5,000 0.8 988.0 188.0 814 100 150
14.5 790 5,000 0.9 987.1 197.1 85.4 100 150
15.0 830 5,000 0.8 986.3 156.3 67.7 100 150
15.5 750 5,000 0.9 985.4 2354 101.9 150 200
18.0 850 5,000 0.8 984.6 334.6 144 150 200
Kentucky River crossing 16.1 460 1,000 0.2 984.4 524.4 227.1 230 300
16.2 600 1,000 0.2 984.2 384.2 166.4 200 250
18.3 700 1,000 0.2 984.1 284.1 123.0 150 200
18.5 700 2,000 0.3 883.7 283.7 122.9 150 200
17.0 700 5,000 0.9 982.9 282.9 122.5 150 200
171 740 1,000 0.2 9827 242.7 105.1 150 200
17.2 760 1,000 0.2 982.5 222.5 86.4 100 150
17.3 770 1,000 0.2 982.4 2124 92.0 100 150
17.8 830 5,000 0.8 981.5 151.5 65.6 100 150
Glenns Creek crossing 17.9 660 1.000 0.2 981.3 321.3 139.1 150 200
Suction pressure significantly raised 18.1 810 2,000 0.3 981.0 171.0 74.0 100 150
Second booster station 18.1 810 0.0 11459 3359 454 150 200
critical low point 18.3 800 2,000 0.3 11455 3455 49.6 150 200
18.8 850 5,000 09 1144.7 294.7 27.8 150 200
183 850 5,000 0.9 1143.8 293.8 127.2 150 200
18.6 870 3,000 0.5 1143.5 273.5 118.4 150 200
18.8 860 2,000 0.3 11435 2835 122.7 150 200
203 910 5,000 0.9 1142.6 232.8 100.7 150 200
20.8 890 5,000 0.8 1141.8 2518 109.0 150 200
213 830 5,000 0.9 1140.9 250.9 108.7 150 200
218 830 5,000 0.9 1140.1 310.1 1343 150 200
220 850 2,000 0.3 1138.7 289.7 125.5 150 200
- 225 890 5,000 0.9 1138.9 248.9 107.8 150 200
22.7 850 2,000 0.3 11385 288.5 124.9 150 200
23.0 900 3,000 0.5 1138.0 238.0 103.1 150 200
235 770 5,000 0.9 1137.2 367.2 159.0 200 250
240 850 5,000 0.8 1136.3 286.3 124.0 150 200
I L 910 4,000 0.7 11356 2256 87.7 100 150
245 880 1,000 0.2 11355 255.5 110.6 150 200
24.9 3900 4,000 0.7 1134.8 234.8 101.7 150 200
25.0 830 1,000, 0.2 1134.6 244.6 105.9 150 200
255 940 5,00C! 0.9 1133.8 193.8 83.9 100 150
26.0 850 5,000 0.9 1132.9 2829 122.5 150 200
265 500 5006 08| 11320 232.0 1005 150 200
o - N L] ) 5,000 o8| 1312 191.2 82.8 100 150
- T s 950 5.000 0.9 1130.3 180.3; 78.1 100 150
276 950 1,000 0.2 1130.2 180.2 78.0 160 150
KAWC distribution system gradient 277 950 1.00C 0.2 1130.0 180.01 778 100 150




Louisville-Lexington Pipeline[ Cc=| 130 j

February 4, 1998 Flow = 6.0 MGD
Pipeline operating at minimum fiows with one beoster statior) Diameter = 38 inches

Elevation! Distance| Head Loss HGL| Prossure| Pressure Pressure Prossure

Location Station (feet) {feot) {feet) {fent) {feet) {psl); Class Req'd| Class to Use

New route (first booster station) 0.4 640 a 1177.3 537.3 232.8 250 300

New route {potenta! altemate booster location) 0.0 650 4,000 0.7 1177.3 527.3 228.3 250 300

New route 0.5 700 5.000 0.9 1176.4 476.4 20683 250 300

New route 0.6 710 1.000 0.2 1178.3 466.3 201.8 © 250 300

1.0 780 4,000 0.7 1175.6 3595.8 1713 200 250

15 780 5.000 0.9 1174.7 394.7 170.9 200 250

2.0 810 5,000 0.9 11739 363.8 157.8 200 250

25 770 5,000 0.9 1173.0 403.0 174.5 200 250

3.0 710 5000 098 1172.2 462.2 200.1 250 300

33 670 3,000 0.5 1171.7 501.7 217.2 250 300

3.5 710 2,000 0.3 11713 461.3 199.7 200 250

4.0 760 5,000 0.8 1170.5 410.5 1777 200 250

4.5 860 5,000 0.9 1189.6 509.6 220.7 250 300

50 710 5000 0.8 1168.8 458.8 188.6 200 250

58 780 5,000 0.9 1187.9 377.9 183.6 200 250

6.0 770 5,000 0.8 1187.0 397.0 171.8 200 250

8.1 800 1,000 0.2 1166.9 366.9 158.9 200 250

8.5 730 4,000 0.7 1166.2 438.2 188.9 200 250

6.7 680 2,000 0.3 1185.9 4859 210.4 250 300

7.0 800 3,000 0.5 1165.3 385.3 158.2 200 250

7.5 780 5,000 0.9 11645 384.5 168.5 200 250

7.8 710 4,000 0.7 1163.8 453.8 188.5 200 250

8.0 810 1,000 0.2 11636 353.6 153.1 200 250

8.5 890 5,000 0.8 1182.8 272.8 118.1 150 200

8.0 810 5,000 0.8 1161.9 351.8 152.4 200 250

9.5 850 5,000 0.8 1161.1 311.1 1347 150 200

10.0 880 5,000 0.9 1160.2 280.2 1213 150 200

10.5 870 5,000 0.8 1158.4 289.4 1263 150 200

11.0 850 5,000 0.9 1158.5 308.5 1336 150 200

11.1 740 1,000 0.2 1158.3 418.3 181.1 200 250

11.8 820 4,000 0.7 1157.7 337.7 148.2 150 200

12.0 800 5,000 0.8 1158.8 356.8 154.5 200 250

12.2 710 2,000 03 1158.5 448.5 193.3 200 250

12.5 800 3,000 0.5 11559 355.9 154.1 200| 250

13.0 760 5,000 0.9 1155.1 395.1 1714 200 250

13.5 770 5,000 0.8 1154.2 384.2 166.4 200 250

140 800 5,000 09 1153.4 353.4 153.0 200 250

14.5 730 5,000 0.9 1152.5 382.5 157.0 200 250

15.0 830 5,000 0.8 1161.7 321.7 138.3 150 200

156.5 750 5.000 09 1150.8 400.8 1738 200 250

18.0 650 5,000 08 1150.0 500.0 2165 250 300

Kentucky Rivar crossing 16.1 480 1,000 02 1149.8 689.8 288.7 300 350

16.2 600 1,000 0.2 1149.6 §49.6 238.0 250 300

18.3 700 1,000 0.2 1148.5 448.5 184.8 200 250

18.5 700 2,000 0.3 1149.1 449.1 184.5 200 250

17.0 700 5,000 0.9 1148.3 448.3 194.1 200 250

17.1 740 1,000 0.2 1148.1 408.1 176.7 200 250

17.2 780 1,000 0.2 11479 387.9 168.0 200 250

17.3 770 1,000 0.2 1147.8 377.8 163.6 200 250

17.8 830 5,000 09 1148.9 3188 137.2 150 200

Glenns Creek crossing 17.8 660 1,000 02 1148.7 4867 2108 250 300

18.1 810 2,000 c.3 1146.4 338.4 145.7 150 200

18.3 800 2,000 0.3 1148.0 346.0 149.8 150 200

18.8 850 5,000 0.8 1145.2 295.2 127.8 150 200

18.3 850 5,000 0.9 11443 284.3 127.4 150 200

19.6 870 3,000 0.5 1143.8 273.8 11B.8 150 200

18.8 860 2,000 0.3 1143.5 283.5 1227 150 200

- 20.3 910 5,000 0.9 1142.6 232.8 100.7 150 200

20.8 850 5,000 0.8 1141.8 251.8 100.0 150 200

21.3 890 5,000 0.9 1140.9 250.9 108.7 150 200

218 830 5,000 0.9 1140.1 310.1 1343 150 200

— 22.0 850 2,000 0.3 1138.7 289.7 1255 150 200

225 890 5,000 0.9 1138.9 248.9 107.8 150 200

227 850 2,000 0.3 1138.5 288.5 124.9 150 200

23.0 800 3,000 0.5 1138.0 238.0 103.1 160 200

- 235 770 5,000 09| 11372 387.2 159.0 200 250

- 24.0 850 5,000 0.9 1136.3 286.3; 124.0( 150 200

24.4 910 4,000] 0.7 11356 225.6] §7.7 100 150

245 880 1,000 0.2 11355 255.5| 110.6 150 200

249 300 4000] 07 1134.8 234.8] 10171 150 200

- 25.0 850 1,000 0.2 1134.6 244.6! 105.9 | 150 200

‘" ] 255 940 5,000 0.9 1133.8 1983.8 839 100 150

2801 850 5,000 0.9 11329 282.9 122.5 150 200

26.5 S00 5,000 0.8 1132.0 2320 100.5 150 200

27.0 540 5,000 08| 11312 191.2 828 100 150

275 850 5,000 0.8 11303 180.3 781 100] 150

27.8 850 1,000 0.2 1130.2 180.2 78.0 100 150

[KAWC distribution system gradient 277 950 1,000 0.2 1130.0 180.0 7.9 100 150




[

[Louisville-Lexington Pipeline c=| 130
February 4, 1598 Flow =! 1.8 MGD
Pipeline operating at minimum flows with one bgoster statior Diameter = 38 inches
Elevation| Distance| Hoad Loss HGL| Pressure| Pressure Pressure Pressure
Location Station {feet) {feot) {feet) {teot) (feet) Class Roq'd| Class to Use
New route (first booster station) 0.4 640 a 1134.1 4941 2139 250 300
New route (potental altemate booster location) 0.0 650 4,000 0.1 1134.1 4841 209.8 250 300
New route 05 700 5,000 0.1 1134.0 434.0 187.9 200 250
New route 0.6 710 1,000 4.0 1134.0 424.0 183.6 200 250
1.0 780 4,000 0.1 1134.0 354.0 1563.3 200 250
1.5 780 5,000 0.1 1133.9 353.9 1563.2 200 250
2.0 810 5,000 0.1 1133.8 323.8 140.2 150 200
2.5 770 5,000 0.1 1133.7 363.7 157.5 200 250
3.0 710 5.000 0.1 11337 423.7 183.4 200 250
33 670 3,000 0.0 11336 483.6 200.7 250 300
3.5 710 2,000 0.0 1133.6 423.8 183.4 200 250
4.0 760 5,000 0.1 11335 373.5 161.7 200 250
4.5 660 5,000 0.1 1133.4 473.4 2050 250 300
5.0 710 5,000 0.1 11334 423.4 183.3 200 250
5.5 790 5,000 0.1 1133.3 3433 148.6 150 200
6.0 770 5,000 0.1 1133.2 363.2 1573 200 250
6.1 800 1,000 0.0 1133.2 333.2 1443 150 200
6.5 730 4,000 0.1 1133.1 403.1 174.6 200 250
6.7 680 2,000 0.0 1133.1 453.1 186.2 200 250
7.0 800 3.000 0.0 1133.1 3331 144.2 150 200
75 780 6,000 0.1 1133.0 353.0 152.8 200 250
79 710 4,000 0.1 1132.9 422.9 183.1 200 250
8.0 810 1,000 00 1132.9 322.9 139.8 150 200
8.5 890 5,000 0.1 1132.8 2428 105.2 150 200
90 810 5,000 0.1 1132.8 322.8 138.8 150 200
9.5 850 5,000 0.1 1132.7 282.7 122.4 150 200
10.0 880 5,000 0.1 11326 2526 109.4 150 200
10.5 870 5,000 0.1 1132.5 262.5 113.7 150 200
11.0 850 5,000 0.1 11325 2825 1223 150, 200
1.1 740 1,000 0.0 11325 392.5 169.9 200 250
11.5 820 4,000 0.1 1132.4 3124 135.3 150 200
12.0 800 5,000 0.1 1132.3 332.3 143.8 150 200
12.2 710 2,000 0.0 11323 4223 1828 200 250
12.5 800 3,000 0.0 1132.2 332.2 143.8 150 200
13.0 760 5,000 0.1 1132.2 372.2 161.2 200 250
135 770 5,000 0.1 1132.1 362.1 158.8 200 250
14.0 800 5,000 [R) 1132.0 332.0 143.8 150 200
14.5 790 5,000 0.1 1132.0 3420 148.1 150 200
15.0 830 5,000 0.1 1131.8 3019 130.7 150 200
15.5 750 5,000 0.1 1131.8 3818 185.3 200 250
16.6 550 5,000 0.1 1131.7 481.7 208.6 250 300
Kentucky River crossing 16.1 460 1,000 0.0 1131.7 671.7 2809 300 350
16.2 600 1,000 0.0 1131.7 $31.7 230.2 250 300
16.3 700 1,000 0.0 1131.7 431.7 186.8 200 250
18.5 700 2,000 0.0 1131.7 431.7 186.9 200 250
17.0 700 5,000 0.1 113186 431.6 186.8 200 250
17.1 740 1,000 0.0 1131.8 391.8 169.5 200 250
17.2 760 1,000 0.0 1131.6 371.6 160.9 200 250
17.3 770 1,000 0.0 1131.6 361.5 156.5 200 250
17.8 830 5,000 0.1 11315 301.5 130.5 150 200
Glenns Creek crossing 17.9 660 1,000 0.0 11315 471.5 204.1 250 300
18.1 810 2,000 0.0 11314 3214 139.2 150 200
18.3 800 2,000 0.0 1131.4 331.4 143.5 150 200
18.8 850 5,000 .1 11313 281.3 121.8 150 200
19.3 850 5,000 0.1 1131.2 281.2 1218 150 200
19.6 870 3,000 0.0 1131.2 261.2 113.1 150 200
18.8 860 2,000 0.0 1131.2 271.2 117.4 150 200
20.3 910 5,000 0.1 11311 2211|957 100 150
208 880 5,000 0.1 11310 241.0 104.4 150 200
213 830 5.000 0.1 1130.9 240.9 104.3 150 200
218 830 5,000 8.1 1130.9 3009 1303 150 200
22.0 850 2,000 0.0 1130.8 280.8 121.6 150 200
225 890 5,000 0.1 1130.8 240.8 104.3 150 200
. 227 850 2,000 0.0 1130.7 280.7 121.6 150 200
23.0 9S00 3,000 0.0 1130.7 230.7 999 100 150
23.5 770 5,000 0.1 1130.6 360.6 156.1 200 250
240 850 5,000 0.1 11305 280.5 121.6 150 200
244 910 4,000 0.1 13305 220.5 95.5 100 150
245 880 1,000 0.0 1130.5 250.5 108.5 150 200
| 24.9 900 4.000 0.1 1130.4 230.4 99.8 100 150
_I 25.0 880 1,000 0.0 1130.4 240.4 104.1 150 200
255 940 5,000 0.1 11303 190.3 82.4 100 150
| N 26.0 850 5,000 01| 11303  280.3 121.3 1501 200
. 26.5 900 5,000 0.1 1130.2 230.2 83.7 100 150
27.0 940 5,000 0.1 1130.1 180.1 82.3 100 150
27.5 950 5,000 G.1 1130.0 180.0 78.0 100 150
T Z7el gsp| 1000 0.0 1130.0 180.0 77.8 100 150
KAWC distribution system gradient 277 950] ~ 1.000 0.0 1130.0 180.0 778 400 150
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.bcec: Mr. Greg Heitzman, Mr. Robert Miller

LOUISVILLE WATER COMPANY

435 SOUTH THIRD STREET - LOUISVILLE, KENTUCKY 40202

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

JOHN L. HUBER
PRESIDENT

January 26, 1993

CONFIDENTIAL

Board of Water Works
Louisville, KY

Dear Directors:

RE: Kentucky-American Water Company’s Water Resource Needs

Enclosed for your review is the information packet being released today by Kentucky-American
Water Company concerning their future water supply needs. Mr. Edens is discussing the Least
Cost Comprehensive Planning study with the Lexington-Fayette Urban County Council on
January 26, 1993. In that meeting, he will outline Kentucky-American’s intent to pursue a two-

track decision tree for securing the needed additional water resources.

Also enclosed is the Louisville Water Company’s position statement regarding the Kentucky-
American proposals. Please contact me if you have questions or comments on the material.

Sincerely,

John L. Huber
President

jcm
enclosures
cc: Ms. Joan Riehm

Mr. Tim Firkins
Mr. Joseph Helm

An Equal Opportunity Employer
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LOUISVILLE WATER COMPANY

435 SOUTH THIRD STREET « LOUISVILLE, KENTUCKY 40202

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

JOHN L.HUBER
PRESIDENT

POSITION STATEMENT
January 26, 1993
CONTACT: Barbara Crow
Phone 569-3600

The Louisville Water Company is aware of the future water resource issues facing the Lexington
area. We have had preliminary discussions with Kentucky-American Water Company,

Lexington’s water supplier.

Our first priority is to take care of the future water demands of our existing customers. Second,
we are committed to the program established to extend water service throughout unserved areas

of Jefferson County. No project will be considered that jeopardizes these positions.

The Ohio River is an abundant water resource, and we have available reserve production

capacity.
Discussions with Kentucky-American will continue. Any commitment to this project will be

based on extensive analysis and evaluation, and can only be done if providing wholesale service

to Lexington at the Jefferson County line would benefit both communities.

An Equal Opportunity Employer
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230C Richmond Road. Lexington, Kentucky 4C502 6062692386

Remarks by Robert Edens, Vice President
Kentucky-American Water Company to Lexington-Fayette
Urban County Council
January 26, 1893

Lexington-Fayette Council talk

Thank you for permitting me to be with you. I'd like to tell you where
Kentucky-American Water Company stands today and where we hope to be tomorrow in
order to provide safe, adequate and reliable water service to more than 230,000 persons.

What I'm about to say is covered in more detail in the material I'll leave with you.
Included in that material is a summary of a 230 page report. That report was the result of
an extensive and intensive least-cost comprehensive planning study that we conducted in
1992. Because we undertake such long range water supply planning, Kentucky-American
is a valuable partner in the region’s economic development efforts.

Before we talk about today and tomorrow, it's a good idea to take a look at yesterday.
What has happened before must of necessity influence what path we will follow tomorrow.

The path we chose to take is an important one, because we are the pure water source
for nearly all of Fayette County. We also directly serve parts of Woodford, Scott, Harrison
and Bourbon counties. In addition, we provide water to two rural systems in Jessamine

County, and to the cities of Midway and Versailles in Woodford County.

{More)
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With very few exceptions, the area we serve has enjoyed a steady water suppiy.
However, there was a severe drought in 1930, another in 1953, and a serious shortage in
1988. Since many of you lived through the 1988 emergency, | need not dwell on what a
serious problem a water shortage poses to the entire community.

Our community has changed and, more to the point, our community has grown since
these earlier crises. We must be realistic about the situation today. If a d;ought such as
1930 should recur, the area we serve could suffer a shortage of up to 15 million gallons of
water per day.

Please let me assure you that we're doing everything in our power to keep such a
situation from happening. There are several steps we can take to prepare for any
emergency. I'll discuss those in just a moment. But first I'd like to tell you about our water
quality and our existing facilities.

Water quality enjoys the highest priority with Kentucky-American. We carefully maintain
and routinely update treatment facilities. We test continuously. We use our own laboratory
and also make use of the American Water Works Service Company laboratory in lllinois. We -
perform more tests more often than government regulations dictate.

Our water-supplier neighbors in this region are aware/ of our quality reputation. We
supply supplemental water to several of these suppliers and cooperate with all of them in
several ways. As government regulation increases and gets more complex, we anticipate
more small water companies will potentially ask for our help or perhaps to even merge with
us. We embrace the same spirit of regional cooperation that you and other leaders showed

when you made a success of the Lexington-Fayette Urban County Government.

{More)



Lexington-Fayette Council talk -- Page 3

N

However, although we work hard to be good regional neighbors, our major ser\)ice area
is Fayette County. That will continue to be the case. To provide service to you, we operate
two surface water treatment plants.

One of these treatment plants is on Richmond Road, near two of our reservoirs. The
other treatment plant is on the Kentucky River about 12 miles southeast of Lexington. The
Kentucky River will figure prominently in our discussion today because it is the source of 80
percent of the water supplied to our service area.

We plan to make significant improvements at both treatment plants in the next few
years. We will invest about $4.8 million in capital improvements to ensure a reliable water
supply and to meet requirements of the federal Safe Drinking Water Act.

We store water from these treatment plants in 10 tanks, which have a total capacity of
12.84 million gallons. We distribute this water through about 1,200 miles of pipe that
ranges in diameter from 2 inches to 30 inches. It will give you some idea of the extent of
our service if you consider that we provide water to more than 5;500 public fire hydrants
in Fayette County and more than 500 private hydrants in our service area.

That is a nuts and bolts word picture of our service system. But the most important part
of that system is the end result -- the water we actually deliver to the homes and businesses
of Lexington and Fayette County. That is the basis for the planning and action we must
undertake within a very short time.

During 1991, our system delivered an average of 36.4 million gallons of water per day.

The highest amount delivered that year was 56.4 million galions a day.

{(More)
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Our studies show that our customers will require an average of 40.05 million gallons a
day by 1996 and 39.6 million gallons a day by the year 2005. During a hot and dry period,
the maximum demand will be 67.91 million gallons a day by 1996 and 68.24 gallons a day
by the year 2005.

We were very careful and thorough in arriving at these projections. We examined many
different factors and several demand scenerios. Among other things, we considered
temperature, rainfall amounts, and the impact of price. We also researched population
growth. Then we took into account water that is presently unaccounted for because of
leaks or other factors.

We also figured in conservation and consumer education. We assumed continued use
of intense leak detection programs and vigorous application of demand management
techniques. Our research showed us that we can do several things to reduce demand for
water. Among these things are the use of plumbing devices that save water and audits of
commercial and industrial customers to help them make maximum tlse of the lowest possible
volume of water.

All told, we figure that wise use and extensive conservation measures may save us four
a half million gallons a day by the year 2005. This will not happen automatically. Every
conservation program has a cost attached to it. What seems on
the surface to be a good idea must prove itself in a pilot program. Nonetheless, when all

is said and done we can undoubtedly lower the amount of water we will need.

(More})
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However -- and this is an important point -- no programs of which we are aware will
replace our need to seek an auxiliary source of water for future use. The biggest challenge
we face is to make an intelligent decision about where that water source will be.

As | mentioned a moment ago, we get 80 percent of our water from the Kentucky River.
The rest comes from Jacobson Reservoir and with an emergency supply in Lake Ellerslie
Reservoir. It seems logical to look first at the Kentucky River as an additional source of
future water.

We at Kentucky-American Water and other groups have examined several options for
future water supplies for this region. As most of you recall, local government and business
officials formed a tempaorary regional committee after the 1988 drought.

That group, the Kentucky River Basin Steering Committee, was established specifically
to plan for future regional water needs. The steering committee ordered a wide-ranging
study that was funded in part by Kentucky-American.

In essence, that study included a plan to build two new dams o’h the Kentucky River, to
repair existing focks and dams, and to replace three dams by the year 2050. It was
estimated that the cost of the dams alone would be about $255 million. Those are 1991
dollars. In the same dollars, nearly another quarter biilion dollars would be needed to fix all
the locks.

There is no money currently available to pay for this work. Congress did approve
spending $5 million in 1993 for dam repairs. Realistically, this is only a stopgap, short term

measure.

{More)
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There have also been suggestions by the Kentucky River Authority, which is the stéte
body for matters concerning water supply. The Authority recently announced several
possible plans of action. These plans range in estimated cost from $2 million all the way
up to a quarter billion dollars.

The Authority also announced that it was considering charging a fee to those who take
water from the river. The Authority said that these fees could pay for some or all of the
needed improvements on the Kentucky River.

In the past, there have been other suggestions about ways to get more water from the
Kentucky. However, these ideas have not led to action. Because of this, we did our own
studies to help determine the best future water supply.

One option studied would use water from Pool 6 downstream of Lexington. This site is
below where the Dix River feeds into the Kentucky. However, the Dix is impounded by a
dam, which forms Herrington Lake. The Division of Water has indicated there is not enough
evidence the Dix River will contribute significantly to the flow in‘go Pool 6 during a drought
situation. Also, any additional withdrawals from Pool 6 will be subject to stringent
restrictions during low flow periods.

We have also looked at the Ohio River as a source of either raw or treated water. We
looked at treating water by building our own treatment plant near the Ohio. We also
checked about pumping raw water from the Ohio to our treatment facilities in Lexington.

There are a couple of factors we had to consider. [t is more efficient to move treated
water through a waterline than it is to move raw water. It is more cost effective to utilize

existing treatment capacity than to expand it. These facts lead to another option.

{More)
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We could build a 55 mile waterline from eastern Jefferson County to the western edge
of our service area. This would eliminate our need to expand our treatment facilities or build
new ones. We would purchase treated water from the Louisville Water Company. We could
share this water with others along the route of this pipeline if there is an expressed interest
and a need.

The cost for this waterline project would be about $48 million. We estimate we could
have this waterline in operation by 1997. We could move enough water through the
waterline to help supply the community's needs when we face a future drought condition.

| have talked about the future several times. But } don't want to mislead you into
thinking | am talking about some time in the faraway future. If we are to meet tomorrow's
needs, we must make some decisions very soon. Here's our timetable.

Any design work that is required should be underway by the spring of 1994 -- that's
barely more than a year away. Actual construction of whatever project we undertake should
begin by the spring of 1995, so that we can have an additiona!Asource available by very
early in 1997.

We hope to be as flexible as possible in order to reach the adequate water goal that
everyone desires. To do this, we have formed a Water Supply Project team.

This team has a dual mission. First of ali, it will evaluate any efforts that
would result in the two new dams being built on the Kentucky River. However, these
proposals could take too long to complete. The team will also examine the Ohio River

alternative, which is an attractive and doable option.

{More}
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If the proposed new dams on Kentucky River can be completed in time to meet projected

customer demand by 1987, we would reevaluate our efforts to build the Ohio River

waterline. If the various projects proposed for the Kentucky River fail to come about, we

would be ready to proceed with the Ohio River waterline.

That's where we stand today. I'm well aware that we have covered a lot of ground in

this brief discussion. It might be helpful to summarize the situation with a few slides.

(1

(2)

(3)

(4)

Kentucky-American Water Company enjoys a longtime relationship with Lexington
and Fayette County. We began serving the community in 1885 with just 222
customers.

Today we serve 230,000 persons in a six-county Central Kentucky region. We
provide this service through an extensive system.

We utilize 1,200 miles of pipe, have two treatment plants, two reservoirs, and 10
storage tanks with a capacity of 12.84 million gallons. Additionally, there are
more than 5300 public fire hydrants in Fayette County and 500 private hydrants
in the service area.

About 80 percent of our current water supply comes from the Kentucky River.
We must find an additional source of supply. Here are the reasons why.

By the year 2005, our average water needs will increase to 39.6 million gallons
per day. That's compared to 36.4 million gallons in 1991. On a hot, dry day,
peak water usage will go from 56.4 million gallons per day to 68.25 million
gallons. If we have a drought like those in the past, our customers could face a

shortage of 15 million gallons per day.

(More)
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(6)

{(7)

(8)

To meet these future needs, we will follow one of two courses. If it is practic;al
to do so, we support prompt building of the new dams on the Kentucky River, If
that doesn't work out, we could turn to a waterline from the Ohio River. This is
an attractive option. It would provide a virtually unlimited source of water for
future needs.

We are flexible. We want to do what is best for the region we serve. That's why
we've formed a Water Supply Project Team to work toward a solution. We need
to make a decision by the spring of 1994 -- just a little more than a year from
now. Our goal, which I'm sure you share, is to continue to furnish an adequate
supply of water to all existing local residents and meet the needs of planned
economic growth in the area.

That's a very concise summary of where we are today and where we hope to be
heading tomorrow. Thank you for the opportunity to share this information with
you. I'd be happy to answer your q’uestions. “

HEFHH
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1. Estimated daily flow of the Kentucky River and what percentage of that flow we are taking
from the river.

2. Water available in reservoirs and the river pool.
3. Customer dermand compared with water treatment plant capacity.

These three factors are key, but they are not the only ones considered.

Kentucky-American management also looks at such things as time of year, temperature and
rainfall forecasts.

This initial activity is called the “preliminary watch”. We maintain this watch from early
Spring to late Fall.

WATER SHORTAGE RESPONSE PROGRAM — LEVELS OF ACTIVITY

If our watch shows a problem is coming, we will tackle that problem with five levels of
action. As things become more serious, we take more vigorous steps. )

These situations and responses are highlighted in the table that is part of this report. We
would move in sequence from one response to another and let you know what was coming
step by step.

There isn’t room in this brief report 1o tell you all the steps we will take or ask you to take. In
general, the steps range from requests for minor and voluntary reductions in water use to
(should things really be serious) government-enforced rationing of water.

We hope a water shortage does not recur. But if it does, we are ready — with your help —
to meet the problem with a minimum of hardship to you.

RETURN TO NORMAL

If we ever face a water shortage, we would return to normal operation gradually. We would
ask you to resume normal use of water step by step. We would do this to avoid an artificial
shortage that could be created if everyone rushed to normal usage all at once.

KEEPING EVERYONE INFORMED

If we ever face a problem, we will provide constant and current reports through the media.
We will also fully inform your elected and appointed officials.
If you would like a copy of the complete Demand Management Plan, please contact us.

Some terms used
MGD - Million Gallons per Day
Customer demand - Amount of water being used by customers
Withdrawal demand - Amount of water being taken from the Kentucky River
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THE STUDY — WHO DID IT AND WHAT WAS DONE

Kentucky-American retained Environmental Science and Engineering Inc. {ESE) to do the
study. ESE focused on a 111 mile stretch of the Kentucky River. This area reaches from river
Pool 9 (where we withdraw water) downstream to near Frankfort (Pool 4).

The study looked at municipal and industrial intake and discharge points, and at boat docks.
It also examined water quality.

ESE staff members took fish and macroinvertebrate (such as small insects and insect larvae)
samples and water quality measurements. They reviewed historical data. ESE also ran extensive
computer models to simulate many what-if conditions. ESE devoted more than 17 months to
the study.

The final study report contains more than 400 pages of text, tables and other data. Among
the findings: "

e Downstream users shouldn’t be harmed by a 7 MGD increase in withdrawals at Pool 8. Our
approved withdrawal is for a 5 MGD increase.

e Simple leakage from dams on the river will sustain a minimum water flow of 50 cubic feet per
second (cfs). Note: 1.55 cfs equal 1 MGD.

o Dissolved oxygen concentrations averaged for the depth of the pool should remain above the
state standards with this additional withdrawal. {Dissolved oxygen is needed for healthy
aquatic life))

e Concentrations of dissolved oxygen on the bottom of the river will be below the state
standard. Anaerobic (no oxygen) conditions in Pools 8 and 9 could occur if water flow is low
for a long time.

° Water cobld be taken from a pool causing the water level to drop below the dam’s crest as
long as low flows don't occur for more than 30 days.

e low river';ﬂows aren't expected to harm macroinvertebrates. (Fish feed on these type of
microorga}nism creatures.)

Low rivergﬂows should have only minimal impact on the fish habitat in the Kentucky.

et i

°

REVIEW AND REQUEST
|

The ESE:aquatic study and findings were provided to the DOW in support of our request to
have the water withdrawal level increased to 60 MGD and the minimum passing flow
requirements’l reduced to 50 cubic feet per second during low periods.

A copy of the complete study is available for your review.
)

Kentucky~Arﬁerican Water Company
2300 Richmond Road, Lexington, KY 40502 . 606/269-2386

Jan Davie, Community Relations Manager
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KENTUCKY-AMERICAN WATER COMPANY

WATER SUPPLY PROJECT GLOSSARY

7Q10 — a standard used to regulate both withdrawals from and discharges into a flowing body
of water — in this instance, the Kentucky River. It is the lowest average water flow that would
be expected to occur for seven consecutive days in a 10 year period.

Anaerobic conditions — an environment occurring without free oxygen. Water contains a
level of dissolved oxygen which supports a variety of species. It is maintained in free flowing
streams but will dissipate in stagnant water.

Base Case — the standard used for the demand projection that represents a normal, average
year.

Booster station — a pumping facility used to maintain water pressure along a length of
transmission main.

Clearwell — 3 holding tank for treated water located at a treatment facility.

Cool/Wet Weather — the standard used for the demand projection that corresponds with the
lowest monthly average temperature and the highest number of non-irrigation days in each
month averaged from 1982-1991.

Cubic Feet per Second (cfs) — a measurement of water flow volume. Currently, Kentucky-
American is authorized by the DOW to withdraw 60 million gallons, or 92 cubic feet per second,
of water a day from the Kentucky River. Reduction in the withdrawal amount begins when river
flow drops to 140 cfs.

Customer demand — amount of water used by our customers.

Demand Projection Sensitivity Analysis — a number of factors were utilized to project
demand in a computer model: population projections, commercial growth, per capita usage
based on dwelling type and unaccounted for water amounts; to determine the sensitivity of the
demand projection to changes in the factors, each factor was varied slightly in the model as part
of the analysis.

Demand Scenarios — The following six variations of factors that were used in the sensitivity
analysis of the demand projections: 1) base case, 2) cool, wet weather; 3) 16 percent
unaccounted for water (base case used 13 percent); 4) prediction interval; 5) hot and dry with
prediction interval; and 6) hot and dry weather with prediction interval and 16 percent
unaccounted for water.

} . [0
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Disinfection — the process of adding to water an accurately measured amount of a chemical
substance, such as chiorine or chlorine product, chloramine, to water to kill any harmful bacteria,
thus making the water safe to drink.

DOW — the state Division of Water. This government agency regulates drinking water and raw
water sources. It is also charged with protecting ground and surface water by regulating
withdrawals from sources and discharges into sources.

Easement — a document allowing a utility company (e.g., water, electric, gas, cable TV) to
install and maintain facilities, often underground, on private property.

Filtration — the process of passing water through layers of material, such as sand or gravel, to
remove impurities from the water before delivering it to the consumer.

Finished water — water that has been purified and disinfected and is ready for customer use.
Also called drinking water, tap water, treated water or potable water.

GPD — gallons per day. A measure of water flow volume.
GPM — gallons per minute. A measure of water flow valume.

Gradient — a measure of the water pressure at any given point in @ water distribution system,
given in feet above sea level. It is the height that water would rise in a vertical tube as a result
of the available water pressure.

Hardness — the degree of minerals in water. Hard water leaves a white residue on glassware
and in boilers. It is caused primarily by the presence of calcium and magnesium salts in the
water. Some water softeners used in the home reduce minerals but add sodium to the water.
This is significant for consumers who require a low sodium diet.

Harza — the engineering firm that conducted a study of possible solutions to the long-term
regional water supply problem in the Kentucky River Basin. The study was commissioned by
the Kentucky River Basin Steering Committee and partially funded by Kentucky-American.

Hot/Dry Weather — the standard used for the demand projections for hot and dry weather
conditions. 1t determined by using the highest average temperature and the lowest monthly
precipitation for each month from 1982-1991.

Interconnection — the physical connection between two companies’ pipeline systems.

Jacobson Reservoir — a Kentucky-American reservoir on Richmond Road that impounds
untreated water from East Hickman Creek. The reservoir is supplemented by a pipeline from
the Kentucky River and holds this water for treatment and ultimate use by our customers.

Kentucky-American — Kentucky-American Water Company (KAWC).

Kentucky River Authority (KRA) -— the governing body established by the Kentucky
Legislature in 1986 to manage water within the Kentucky River Basin.

Kentucky River Basin — the land area from which all precipitation flows to the Kentucky River.
It extends from Beattyville to Carroliton where the Kentucky River joins the Ohio River. There
are more than a half million people in the Basin area, 411,000 of which are dependent on the
river as their water source.

Kentucky River Basin Steering Committee — a regional committee established following the
summer drought of 1988 to evaluate the long range water supply options for communities
served by the Kentucky River.

Lake Ellerslie Reservoir — a Kentucky-American reservoir on Richmond Road that impounds
untreated water from West Hickman Creek and holds it for purification and ultimate use by our
customers during emergencies.




Lost and Unaccounted for Water — the difference in the amount of water pumped and the

amount used by customers. Most lost and unaccounted for water is caused by small leaks in

distribution pipes. It also includes illegal, unmetered taps and unmeasured quantities of water
drawn from fire hydrants and private fire services that are not included in the fire departments’
estimates of usage.

LWC — Louisville Water Company.

Mark-out — the process of identifying and marking the location of underground facilities by
painting marks on the road surface or curbs.

Meter Box — a tubular enclosure installed underground outside of a home. The enclosure
contains a meter to measure the amount of water used.

Meter Vault — an underground structure housing equipment such as valves, meters and
backflow preventers on various types of service lines.

MGD — million gallons per day. A measure of water flow volume.

mg/L — milligrams per liter. mg/L is equivalent to parts per million. Used to measure
concentrations of substances in water.
Peak demand — the most water used by our customers in a given time period.

pH — a measure of the hydrogen ion concentration in water. pH signifies the acidity or alkalinity
of water. A pH value below 7.0 is acidic. A pH value above 7.0 is alkaline. Most natural waters
have pH values between 5.5 and 8.6. The pH factor of Kentucky-American treated water is
7.83.

Pool # — pool of water created by one of the 14 locks and dams along the Kentucky River.
Pool #9 is where Kentucky-American Water Company's intake is located. The intake is in
Fayette County at river mile 167.3.

Potable Water — water which is safe to drink. Also called tap water, treated water or finished
water.

PPM — parts per million. A measure of the concentrations of substances.in water.

Prediction Interval — used a regression analysis of historical max/ratio as opposed to the
historical average max/average day ratio in the base case fit to a confidence factor.

PRV — pressure reducing valve.
PSI — pounds per square inch.

Public Service Commission -— a state government agency headed by an appointed, three
member panel which sets rates and approves operating regulations for all privately-owned
utilities in Kentucky.

Qualified Bidder — a contractor who, by ability, past performance and sufficient insurance
coverage, is determined to be capable of completing the work and is permitted to bid on the
installation of company facilities.

Raw water — untreated water.

Reservoir — a natural or artificial basin of water.

Retrofit kits — packages of water saving devices which are used with plumbing fixtures to
reduce water usage. Kentucky-American kits contain two flow restrictors and a water
displacement bag for toilet tanks (includes two leak detector tablets).

Right of Way — property adjacent to a roadway that is owned by local, state or federal
government.



Road Opening Permit — permission obtained from the town, county or state to disturb a road
surface in order to install or repair company-owned water lines.

Safe Yield — an amount of water available on a daily basis for withdrawal during a drought
period. Kentucky-American's safe yield of the Kentucky River and Jacobson Reservoir
combined is 35 MGD during a drought of record - 15 MGD below the 50 MGD average day
demand projected over a drought period.

Softening — the removal of chemicals which cause water to be hard. Calcium is most
responsible for hardness. Home softening units usually replace calcium ions with sodium ions.
This is significant for consumers who require a low-salt diet.:

Stand Pipe — a type of above ground tank that begins at ground level and is used to hold
water. Also referred to as “ground storage”.

Static Pressure — the pressure of water measured at one point in a distribution system when
water is at rest in the system.

Surface Water -— water contained in lakes, ponds, rivers, etc.

Transmission main — a pipeline used for distributing water from one point to another. Most
often refers to large volumes of water.

Treatment — the process of producing finished water.

Treatment deficit — the difference between the availability of raw water and the ability to
produce finished water.

Turbidity — a measurement of water clearness and its ability to allow light to pass through it.
Turbid water may appear cloudy. Water may have a high color value and still have a low
turbidity.

Turbulence — a large amount of air in the water, which creates a disturbance.

Valve — a device to stop and start the flow of water in a pipe.

Vault — See “Meter Vault.”

Venturi Meter -— a device for measuring the flow of water. Most commonly used for large
volumes of water flow.

Water district — not-for-profit water suppliers that are privately owned and governed by the
PSC. They are usually formed to provide water to rural areas and are often eligible for
government assistance.
-Water purveyor — an entity which supplies water, such as a district, company or municipality.

Withdrawal demand — amount of water taken from the Kentucky River by all sources,
including Kentucky-American.
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NEWS RELEASE

Contact: Jan Davie
606/268-6332

LEXINGTON, Ky. -- (Jan. 26, 1993) Kentucky-American Water Company presented its
1992 Least Cost Comprehensive Planning Study to the Lexington/Fayette Urban County
Council today. The report is a review of investments needed over the next five and 15 year
planning periods to maintain water quality, improve service, accommodate growth in the
service area and meet existing and projected supply demands of its customers.

The study identifies nearly $88 million dollars in needed projects over the time period.
$68.5 million would be spent in the first five years with 70 percent of that going for an
improved water supply. The remainder of the dollars throughout the 15 year planning period
would be used to add 10.75 million gallons of storage capacity, i;stal! nearly 70 miles of
mains and make improvements to meet water quality standards and new regulations.

"The study makes it clear that our projected customer demand for 1993 exceeds our
ability to treat sufficient quantities of water by 2.6 million gallons per day and it will increase
to 4.5 million gallons per day by 1997," said Bob Edens, vice president and manager of
Kentucky-American Water Compar}y in explaining the reason for the water supply priority.
"A water supply shortage of 15 million galloris a day could occur during a prolonged
drought,” Edens said. The projected shortfalls took into account the continuing effects of

voluntary and mandated conservation efforts of customers.

(More)
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A rveview of supply options in the study indicated that buying treated water fro\;n
Louisville Water Company and pumping it along a 55 mile waterline would be the lowest
cost, most practical and feasible involving the Ohio River as a new source. Edens noted
"The Ohio River as a water source has not been fully developed.” He added residential,
industrial and recreational growth pressures are a limiting factor in the Kentucky River
remaining a reliable water source. "While work continues on finding ways to improve the
river as a supply, we must be prepared to meet our customers’ needs,” he said. Edens
also pointed out that sufficient water supply is vital for the economic development efforts
of the region.

Edens said the water supply plans contained in the Kentucky River Authority Water
Withdrawal Fee Study would also be factored into any final decision the company makes.
"We are especially interested in the KRA plan that proposes building two new dams built
at #10 and #12 by 1398," he said. "Studies we’vg been a part of show those dams would
definitely give us the supply we are looking for, but funding and gonstruction timelines are
the biggest concerns.” Edens also noted that if the two new dams are built,
Kentucky-American would also need to expand or build treatment facilities and other
infrastructures. "Those costs, along with any withdrawal assessments by the Authority
on our customers, would be a major factor in the analysis,” he said.

The waterline option detailed in the company's Least Cost Comprehensive Planning Study
would carry between two and 15 million gallons of treated water 3 day, depending on

Kentucky-American’s customer demand.

{More)
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Other supply options evaluated in the Kentucky-American study, but judged more costly,
less practical, or simply not feasible, included building a supplementary water supply intake
in Pool 6 of the Kentucky River, and two other Ohio River waterline plans that would have
required building new treatment facilities or pumping raw water to Lexington for treatment
at expanded facilities. Kentucky-American was also a part of the Kentucky River Basin
Steering Committee that reviewed 27 regional water supply alternatives.

Edens told the council that the company had formed a Water Supply Project team that
would be following a "decision tree™ approach to determining a final supply soluiion. "We
have about 16 months before construction on some solution must begin,” he said. "1997
isn't that far away.” To keep on schedule, the team has begun negotiationé with Louisville
Water Company, is reviewing waterline routes and will work on easement acquisitions while
at the same time monitoring the Kentucky River Authority progress on building the two new
dams on the river.

In relation to the several plans being considered to build new dams, Edens "told the
Council that "as long as those solutions are available in time” they remain an option for
meeting his customers' future water supply needs. Edens said the company supports
long-range plans for repairing existing locks and dams on the Kentucky River as well as
building new dams. "We presently get 80 percent of our water from the river and have a
huge investment there in intake systems, filtration plants, and pumping stations. This does
not include our investment in the two reservoirs, which supplement our river supply.”

"The bottom line is that we must have a safe, adequate, and reliable supply of water

to meet our customer demands at an affordable price,” Edens said.

{(More)
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Kentucky-American Water Company either directly serves or supplies water to customérs
in Fayette, Harrison, Bourbon, Woodford, Scott and Jessamine counties. Population
projections developed by the University of Louisville Urban Studies Institute show 10 percent
growth in the service area from 1990 to 2020.
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There is an attractive alternative. We could purchase treated water from the Louisville
Water Company. Their water is obtained from the Ohio River, which represents a virtually
unlimited source. We would bring this water to our service area through a waterline.

We propose to pursue this option at the same time we continue 10 support other possible
projects on the Kentucky River. That's why we have formed a Water Supply Project Team. For
the next 16 months, the team will continue to examine the waterline option and the progress by
the Kentucky River Authority toward building two new dams on the Kentucky River. By May
1994, we'll make a final decision on going forward with the best option in order to meet our
1997 deadline for increased supply.

If a Kentucky River project works out to meet projected customer demand by 1997, we
would reevaluate our waterline efforts. If the new dams on the Kentucky River do not
materialize soon enough, we would be ready to gain the needed supply from the Louisville
Water Company.

G THE OPTIONS

EXAMINI

After the 1988 drought, government officials formed a temporary regional committee: the
Kentucky River Basin Steering Committee. Its job was to plan for future regional water needs.
This committee commissioned a study by the Harza Engineering Company which was funded in
part by Kentucky-American.

That study favored a plan to build two new dams on the Kentucky River, 1o repair existing
dams and locks, and to replace three dams by the year 2050. It was estimated that the cost of
the new dams alone, in 1991 dollars, would be $255 million.

Fixing the locks would nearly double that amount. No money to pay for this work exists
now, however the Kentucky River Authority is currently considering charging fees to all who
take water from the river and its tributaries (excluding agricultural needs) in order to pay for
some or all of the improvements.

Other proposals to get more water have surfaced in the past, but none materialized.
Because of this, we did our own studies to seek a future water supply.

One option studied included utilization of water from lock pool #6 downstream from where
the Dix River feeds into the Kentucky River. However, the Dix is impounded by a dam, which
forms Herrington Lake. The Division of Water has indicated there is not enough evidence the
Dix River will contribute significantly to the flow into Pool 6 during a drought situation. Also, any
additional withdrawals from Pool 6 will be subject to stringent restrictions during low flow
periods.

We have also looked at the Ohio River as a source of either raw or treated water. We
examined treating water by building our own treatment plant near the Ohio and pumping it
through a waterline to our service area. We also checked pumping raw water from the Ohio for
treatment in our Lexington facilities

[t is more efficient, however, to move treated, rather than raw water through a waterline. It
is more cost effective to utilize existing treatment capacity than expand it.

The most cost effective Ohio River option would be to build a 55 mile waterline from eastern
Jefterson County to the western edge of our service area and purchase treated water from the
Louisville Water Company. This would eliminate the need to expand our existing treatment
capacity. We could also share this treated water with others along the route of the waterline if
there is an expressed interest and need.

The cost for such an undertaking would be about $48 million. The waterline would be farge
enough to supply the necessary 15 million gallons a day shortage we project during drought
conditions. It could be in operation by 1997.
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WATER SUPPLY PROJECT FACT SHEET

KENTUCKY-AMERICAN WATER SYSTEM DATA

Service area: Fayette, Harrison, Woodford, Bourbon, Scott and two water systems in
Jessamine County.

e 1991 Customers: 77,942 (approx. 230,000 people)

e 1,200+ miles of waterline (Year-end 1991)

e 10 storage tanks with 12.84 million gallons (mg) capacity

o Clearwell storage at treatment facilities: 4.0 mg

s 5,300 public fire hydrants in Fayette County

e 500 hydrants which are private or located outside Fayette County

o Rated treatment capacity: 65 million gallons a day (mgd) (Kentucky River Station = 40 mgd;
Richmond Road Station = 25 mgd)

o Water Sources: Kentucky River, Jacobson Reservoir, Lake Ellerslie Reservoir

CUSTOMER WATER DEMAND

-4

1988: (actual) average daily use 36.7 mgd, peak use 63.9 mgd
1991: (actual) average daily use 36.4 mgd, peak use 56.4 mgd
1996: (forecast)' average daily use 40.05 mgd, peak use 67.91 mgd
2005: (forecast)' average daily use 39.60 mgd, peak use 68.25 mgd

' Forecasts include potential water savings of .92 mgd in 1996 and 2.77 mgd in 2005 due to
new plumbing codes. This also assumes a hot/dry situation.

@
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WATER SUPPLY PROJECT OPTIONS

Two options seem the most promising.

1. Buy treated water from the Louisville Water Company and pump it through a waterline that
would run from eastern Jefferson County to western Fayette County.

2. Use improved water supply resources of the Kentucky River if the new dams proposed by
the Harza Study can be financed and built in time to meet our projected 1997 customer
demand; expand treatment facilities and other infrastructures to handle the additional water.
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WATERLINE OPTION DESCRIPTION

The proposed waterline will be 55 miles of 36 inch pipe with as many as three booster
stations located between Jefferson and Fayette Counties. We would purchase between 2 and
15 million gallons a day of treated water from Louisville Water Company depending on
customer demand.

Waterline Option Timing

1993 through 1994

* Monitor progress of the Kentucky River Authority on new dams

e Negotiations with Louisville Water Company on water purchase agreement
e Route selection

e Waterline/booster stations engineering design

¢ Discussions with water districts and other entities along the waterline route to determine
water service interest and final waterline size

¢ Meet with landowners along route/sign easement agreements
e Permitting
¢ QObtain PSC certificate of convenience and necessiy

1995 through 1996
* Waterline construction

1997
e Waterline in service -
e Waterline Option Cost — Approximately $48,300,000

Purchasing and pumping treated water from Louisville Water Company to our service
territory means no construction or expansion of Kentucky-American’s production facilities. This
represents a savings to our customers and shareholders of more than $30,000,000 (1992
dollars) compared to the alternate Ohio River waterfine project considered in our comprehensive
planning study. )

Rate Impact
Current Average Residential - $47.30 per quarter {Based on 5750 gallons per month)
Forecast Average Residential - $61.49 to $62 .44 per quarter (Based on 5750 gallons per month)

Environmental Considerations

The proposed waterline route will follow existing utility easements for many of the 55 miles
in order to avoid disturbance of environmentally sensitive areas. Regular meetings with
landowners, local officials and local citizens groups are planned throughout the project to ensure
environmental protection. Once complete, the waterline will undergo the same careful scrutiny
and maintenance as performed on the 1,200 plus miles of waterline we currently manage.



KENTUCKY RIVER ALTERNATIVE PLAN DESCRIPTION

The Kentucky River Authority Water Withdrawal Fee Study released December 17, 1992
focused on two proposals originally identified in the Harza Study. Both alternatives featured
the building of new dams at lock and dam #10 and #12 which would create enough water
supply to offset the projected deficit, not only for Kentucky-American’s service area but for the
entire river basin.

Kentucky River Cption Timing

Two timing alternatives were presented for each proposal. Due to their significance to
Kentucky-American’s water supply issue, only the timelines presented for new dam
construction at #10 and #12 are critical. The proposals indicate construction on the dams
would begin as early as 1993 or as late as 2008. The KRA study also indicated that project
priorities may be rearranged as discussions continue.

Kentucky River Option Cost (1391 Dollars)

KRA Proposals 2-4a(A) and 2-4a(B) project a combined cost of $54,360,000 for new dams
at site #10a and #12.

KRA Proposals 2-8A and 2-8B project a combined cost of $53,230,000 for new dams at
#10 and #12 . (The new dam at #10 in these proposals would be 11 feet lower than in
proposals 2-4a(A) and 2-4a(B).)

Rate Impact

Rate impact would be based on water withdrawal user fees and bond amortization
schedules selected by the KRA. This can not be determined until a regional water supply
solution is selected.

Environmental Considerations

The Harza study notes that construction of major new dams on the river could have both
adverse and beneficial impacts on river resources. The study recommends collection of
baseline data on all water, land and cultural rescurces within the river basin. The primary
studies to be done are: Water and Sediment Quality; Fish, Wildlife and Botanical Resources;
Historic and Archaeological Resources; and Recreation Resources.
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Policy Statement on
The Kentucky River Basin Steering Committee
Recommended Long-Range Plan

We support improvements on the Kentucky River since it is our main water
source. We have hundreds of millions of dollars already invested in pumping
stations, treatment plants, laboratories, waterlines.

The Kentucky River Basin Steering Committee's recommended long-range plan
called for the construction of two or three new dams with the assumption that
locks and/or dams 5-14 be replaced over the next 50 years. Total cost for this
plan is $255 million without locks and $455 million with locks.

There is no money currently available to pay for this work. Historically,
projects of this magnitude often take decades to fund and complete. Congress
did approve spending $5 million in 1993 for dam repairs. Realistically, this is
only a stopgap, short term measure.

The key element is that by 1997, Kentucky-American Water Company has to
have an additional 15 million gallons a day to adequately serve our customers.

We view the $48 million waterline connection with Louisville Water Company
as the most practical, feasible and affordable alternative. With it, we can
assure our customers of having sufficient treated water by 1997.

If we have adequate assurance by May 1994 that the state and the federal
government will commit the $60 million to $100 million dollars needed to build
the new dams in Pools 10-12 (with or without locks) by 1997, we could put
the Kentucky-American/Louisville Water Company waterline on hold.

By
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Waterline Option
Service Policy

* Kentucky-American’s principle objective is to ensure adequate supply for our
existing customeérs. This is the reason for constructing the waterline.

* Constructing the waterline provides an opportunity for individuals wanting
service, or water suppliers needing additional capacity, to purchase water from
Kentucky-American. We want to explore new service with all interested
parties. The waterline can be sized to accommodate their needs.

# Kentucky-American will not provide servic’e to existing customers of another
water company or district unless ordered to do so. -

® Service termé will be consistent for all customers and rates will be compatible
with what current Kentucky-American customers are paying. Detailed water
service options will be available after we have discussed this issue with

affected parties along the route. Kentucky-American's schedule of rates must

be approved by the Kentucky Public Service Commission.
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