200/ 119

~ Bluegrass Water Supply Consortium
C/O Bluegrass Area Development District
699 Perimeter Drive

Lexington, KY 40517
(859) 269-8021
February 20, 2004
RECEIVED
Executive Director Tom Dorman
KY Public Service Commission FEB 2 4 2004
PO Box 615
Frankfort, KY 40601 PUBLIC &RK%I&E

Subject: Drinking Water Supply for Central Kentucky
Dear Executive Director Dorman:

The Bluegrass Water Supply Consortium has a plan to deal with the drinking water problem in many areas
of Central Kentucky. We ask from the General Assembly a 2004 appropriation of $4 million to apply
toward Phase 1 of dealing decisively and soon with the water supply problem that threatens to cripple the
economic vitality of this large region of Kentucky.

Points you may wish to consider are these:

1. Central Kentucky has a serious problem with drinking water supply, well exhibited in 1988 and 1999
and, to a lesser degree, since 1999.

2. In the last year and a half, 17 water utilities from 15 Central Kentucky counties have worked
together to develop an affordable solution upon which we could all agree. We have found one.

3. Eleven communities have chosen to stay with the regional group to work together toward
implementation of the regional drinking water project.

4. The identified solution would provide a reliable drinking water supply to existing water utilities that

serve 600,000 Kentuckians—fully 15 percent of Kentucky’s population.’

With our plan, local decision-making in utility matters would continue.

Our cooperative efforts enjoy a high level of public acceptance and support. _

7. Project implementation will likely be phased. The first phase will involve the installation of a water
line grid that will begin to link the participating water utilities.

8. The regional approach to a supplemental drinking water supply will assure water supply reliability
that we do not presently enjoy.

9. We would expect to have a construction start toward having pipe in the ground within 24 months of
the availability of State funds.

o »

Whether this infusion of start-up financing occurs through the Kentucky Infrastructure Authority or by some
other means is for the General Assembly to decide. However, to insure the continued economic vitality of
this large region will require some financial assistance from State Government. If the Kentucky General
Assembly intends to invest in Kentucky’s future, our claim is that this proposal well fits that aim.

If you have questions or comments, you are invited to contact Jas Sekhon or Don Hassall at the Bluegrass
Area Development District.
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Points to Consider in Relation to the
Bluegrass Area Water Supply Problem

Central Kentucky has a serious problem with drinking water supply, well
exhibited in 1988 and 1999, and, to a lesser degree, since 1999. In 2003, we
had rainfall that was 7 inches above normal. In 2002, we had rainfall that was
3 inches above normal. Just as above normal rainfall years occurs in some
years, so will years of below normal rainfall. Doing nothing about our
regional water supply problem is to court disaster. We have for too long done
nothing substantive to deal with this serious problem that is a threat to our
regional economy and to our quality of life.

In the last year and a half, 17 water utilities from 15 Central Kentucky
counties have worked together to develop an affordable solution upon which
we could all agree. We have found one, and it has general concurrence of the
regulators at the KY Division of Water.

As the effort moves now from a pure planning phase and in the direction of
implementation, we have asked each of the 17 utilities “Who chooses to stay
with the regional group and who chooses to exit?” Eleven communities have
chosen to stay with the regional group to work together toward
implementation of the regional drinking water supply project. The eleven are
Winchester Municipal Utilities, Nicholasville Combined Ultilities,
Georgetown Municipal Water and Sewer Service, Frankfort Electric and
Water Plant Board, Kentucky American Water, Berea, Mt. Sterling Water and
Sewer Commission, Paris, Cynthiana, Lancaster, and Danville. Lexington-
Fayette Urban County Government is also a participating entity.

To date, the water utilities have cooperated as an ad hoc group. That will
change in the coming months as the participants are taking steps now to form
a regional water commission under the provisions of KRS Chapter 74.
Commission formation should be complete by Autumn 2004.

The identified solution would provide a reliable drinking water supply to
existing water utilities that serve some 600,000 Kentuckians—fully 15 percent
of the Commonwealth’s population.

The identified solution, although costly, will be far less expensive than would
be the implementation of individual solutions for each of the eleven
participating water utilities.

Major customers served in the region include the University of Kentucky,
Toyota, State Government, Square D, Lexmark, Winchester Farm Dairies,
McKechnie Motor Vehicles Components, 3M, Berea College, and many
others as well as a number of rural water utilities (i.e., water districts and



water associations). All depend upon one or more of the participating water
utilities to provide them with a safe, dependable supply of drinking water.

The eleven water utilities together already have reserved over 31 million
gallons per day of potable water capacity in the proposed regional project
which involves
1. the development of a pipeline grid to link the participating
utilities and to permit drinking water from a new source to
be conveyed to or through participating water utilities to
the point of need,

2. the construction of a new regional water treatment plant
sized somewhere in the 30 to 45 million gallons per day
range downstream (north) of Frankfort on the Kentucky
River’s Pool 3, and

3. the installation of a large diameter water line from the Ohio
River (considered to be an inexhaustible source of water
supply) to the new water treatment plant proposed for
construction on Pool 3 of the Kentucky River. The Ohio
River raw water line would likely be seldom used in the
early years. Nevertheless, the raw water supply line is
needed to provide uninterruptible water service at all times.

The soon to be created Bluegrass Water Supply Commission would be a
wholesale only provider of drinking water. By Kentucky law, the new
regional commission could only sell water wholesale to water utilities whose
job it then is to retail to individual customers.

The abolition, merger, or consolidation of existing water utilities will not
occur because of our regional efforts. No existing water treatment plants
would be forced to close. For the most part, new drinking water supplies
infused into the pipeline grid would supplement existing water treatment
facilities.

Local decision-making in utility matters will continue.
Our efforts enjoy a high level of public acceptance and support.

Project implementation will likely be phased. The first components will be
portions of the grid that will link some of the participating water utilities.

Eventually, large sums of money will have to be borrowed, granted, or
otherwise made available for capital construction.



e The regional approach to supplemental drinking water supply will assure
water supply reliability—something that we do not presently enjoy.

¢ The need now, however, is for money for start-up costs including a start on
the first “pipe-in-the-ground” that will give citizens the assurance that we can
and will be successful at an early date.

e Requested from the Kentucky General Assembly is a budget line item for $4.0
million. With that sum, we can continue with more detailed planning for the
total project and we will have the first pipeline in the ground and operational
within 24 months of the availability of the State funds. Whether this infusion
of start-up financing occurs through the Kentucky Infrastructure Authority or
some other mechanism is for the General Assembly to decide. However, to
insure the continued economic vitality of this large region of Kentucky will
require some financial assistance from State Government. If the Kentucky
General Assembly intends to invest in Kentucky’s future, our claim is that this
proposal well fits that aim.

If you have questions or comments, they can be directed to Jas Sekhon or Don Hassall at
the Bluegrass Area Development District at (859) 269-8021 or dhassall @bglife.com.
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~ Bluegrass Water Supply Consortium
C/O Bluegrass Area Development District
699 Perimeter Drive
Lexington, KY 40517
(859) 269-8021

February 20, 2004

" RECEIVED

Executive Director Tom Dorman

KY Public Service Commission FEB 92 4 2004
PO Box 615

PUBLIC SERVICE
Frankfort, KY 40601 COMUBEOR

Subject: Drinking Water Supply for Central Kentucky
Dear Executive Director Dorman:

The Bluegrass Water Supply Consortium has a plan to deal with the drinking water problem in many areas
of Central Kentucky. We ask from the General Assembly a 2004 appropriation of $4 million to apply
toward Phase 1 of dealing decisively and soon with the water supply problem that threatens to cripple the
economic vitality of this large region of Kentucky.

Points you may wish to consider are these:

1. Central Kentucky has a serious problem with drinking water supply, well exhibited in 1988 and 1999
and, to a lesser degree, since 1999. ‘

2. In the last year and a half, 17 water utilities from 15 Central Kentucky counties have worked
together to develop an affordable solution upon which we could all agree. We have found one.

3. Eleven communities have chosen to stay with the regional group to work together toward

implementation of the regional drinking water project.

- gThewderitified solution would provide a reliable drinking watet supply to existing water utilities that - ¥

serve 600,000 Kentuckians—fully 15 percent of Kentucky’s population ¥

With our plan, local decision-making in utility matters would continue.

Our cooperative efforts enjoy a high level of public acceptance and support.

Project implementation will likely be phased. The first phase will involve the installation of a water

line grid that will begin to link the participating water utilities.

8. The regional approach to a supplemental drinking water supply will assure water supply reliability
that we do not presently enjoy.

9. We would expect to have a construction start toward having pipe in the ground within 24 months of
the availability of State funds.

N

oW

Whether this infusion of start-up financing occurs through the Kentucky Infrastructure Authority or by some
other means is for the General Assembly to decide. However, to insure the continued economic vitality of
this Jarge region will require some financial assistance from State Government. If the Kentucky General
Assembly intends to invest in Kentucky’s future, our claim is that this proposal well fits that aim.

If you have questions or comments, you are invited to contact Jas Sekhon or Don Hassall at the Bluegrass
Area Development District.
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Points to Consider in Relation to the
Bluegrass Area Water Supply Problem

Central Kentucky has a serious problem with drinking water supply, well
exhibited in 1988 and 1999, and, to a lesser degree, since 1999. In 2003, we
had rainfall that was 7 inches above normal. In 2002, we had rainfall that was
3 inches above normal. Just as above normal rainfall years occurs in some
years, so will years of below normal rainfall. Doing nothing about our
regional water supply problem is to court disaster. We have for too long done
nothing substantive to deal with this serious problem that is a threat to our
regional economy and to our quality of life.

In the last year and a half, 17 water utilities from 15 Central Kentucky
counties have worked together to develop an affordable solution upon which
we could all agree. We have found one, and it has general concurrence of the
regulators at the K'Y Division of Water.

As the effort moves now from a pure planning phase and in the direction of
implementation, we have asked each of the 17 utilities “Who chooses to stay
with the regional group and who chooses to exit?” Eleven communities have
chosen to stay with the regional group to work together toward
implementation of the regional drinking water supply project. The eleven are
Winchester Municipal Utilities, Nicholasville Combined Utilities,
Georgetown Municipal Water and Sewer Service, Frankfort Electric and
Water Plant Board, Kentucky American Water, Berea, Mt. Sterling Water and
Sewer Commission, Paris, Cynthiana, Lancaster, and Danville. Lexington-
Fayette Urban County Government is also a participating entity.

To date, the water utilities have cooperated as an ad hoc group. That will
change in the coming months as the participants are taking steps now to form
a regional water commission under the provisions of KRS Chapter 74.
Commission formation should be complete by Autumn 2004,

The identified solution would provide a reliable drinking water supply to -
«existing water utilities that serve some 600,000 Kentuckians—fully 15 percent
--of the Commonwealth’s population.

The identified solution, although costly, will be far less expensive than would
be the implementation of individual solutions for each of the eleven
participating water utilities.

Major customers served in the region include the University of Kentucky,
Toyota, State Government, Square D, Lexmark, Winchester Farm Dairies,
McKechnie Motor Vehicles Components, 3M, Berea College, and many
others as well as a number of rural water utilities (i.e., water districts and



water associations). All depend upon one or more of the participating water
utilities to provide them with a safe, dependable supply of drinking water.

The eleven water utilities together already have reserved over 31 million
gallons per day of potable water capacity in the proposed regional project
which involves
1. the development of a pipeline grid to link the participating
utilities and to permit drinking water from a new source to
be conveyed to or through participating water utilities to
the point of need,

2. the construction of a new regional water treatment plant
sized somewhere in the 30 to 45 million gallons per day
range downstream (north) of Frankfort on the Kentucky
River’s Pool 3, and

3. the installation of a large diameter water line from the Ohio
River (considered to be an inexhaustible source of water
supply) to the new water treatment plant proposed for
construction on Pool 3 of the Kentucky River. The Ohio
River raw water line would likely be seldom used in the
early years. Nevertheless, the raw water supply line is
needed to provide uninterruptible water service at all times.

The soon to be created Bluegrass Water Supply Commission would be a
wholesale only provider of drinking water. By Kentucky law, the new
regional commission could only sell water wholesale to water utilities whose
Job it then is to retail to individual customers.

The abolition, merger, or consolidation of existing water utilities will not
occur because of our regional efforts. No existin g water treatment plants
would be forced to close. For the most part, new drinking water supplies
infused into the pipeline grid would supplement existing water treatment
facilities.

Local decision-making in utility matters will continue.
Our efforts enjoy a high level of public acceptance and support.

Project implementation will likely be phased. The first components will be
portions of the grid that will link some of the participating water utilities.

Eventually, large sums of money will have to be borrowed, granted, or
otherwise made available for capital construction.



The regional approach to supplemental drinking water supply will assure
water supply reliability-something that we do not presently enjoy.

The need now, however, is for money for start-up costs including a start on
the first “pipe-in-the-ground” that will give citizens the assurance that we can
and will be successful at an early date.




