
KAW~R~~PSCDR4#17~attachment3~110304 
Page 1 of 28 

-k Kentucky-American Water Company 

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

David Baker 
Director- Business Development 

February 10, 1999 

Board of Commissioners 
Tri-Village Water District 
3700 Highway 127 North 
Owenton, Kentucky 40359 

Dear Board Member: 

Thank you for allowing me to speak to you and introducetKentucky-American 
Water Company to you. I certainly appreciate the opportimity to get to know my 
fellow water professionals in Kentucky. 

Please find enclosed some basic facts about KAWC and the American Water 
Works Company. Included also is information relating to the potential KAWC 
business partnerships that are available to the Tri-Village Water District. When 
you determine it is appropriate, a detailed outline of these partnerships can be 
prepared and presented to you at no cost or obliqation. All information and 
communications are held in the strictest of confidence. 

Again, thanks for the opportunity to meet you. 

Sincerely, 

David K. Baker 
Director Business Development 

David Baker 

DKBIjad 
Enclosures 2300 Richmond Road 

Lexington, KY 40502 
(606) 2686318 
Fax (606) 268-6327 
Email dbaker@kawc.com 
Toll Free: 1-80M78-6301 Ext 318 

\\KAWM\SYS\FIN\Acquisition\dbakercorresponden~\Trivillageboard.doc 

Equal Opportunity Employer 
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Kentuckv American Water Company helm communities meet their Water 
and Wastewater Svstem needs: 

PublicIPrivate Partnerships that can be customized to meet your system's 
needs 

Water and Wastewater System Contract Operations 

System saielacquisition 

Water and wastewater system management contract 

System Lease, Manage and Operate Contract 

A dvan taaes to a Business Partnershir, with KA WC: 

Security for employees, excellent wages and benefits 

KAWC has in-house engineering, operations, finance, service staff expertise 

Ready capital for system improvements and expansions 

0 Customers may enjoy lower rates 

Excellent customer service 

Regulation by PSC or continued Board Control 

Long-term contracts can guarantee costs 

Assurance of Award-winning Water Quality 

Assurance of Source of Supply 

Potential infusion of cash to City 

Employees who live and work in the communities they serve 

Over I 00  years of experience in Kentucky 

H:\FIN\Acquisition\dbakercorrespondence\TriVillagepresentation0299.doc 

Equal Opportunity Employer 
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How can Leaders learn s~ecifics about the ~ossibilities of a Business 
partners hi^ with Kentucky-American Water Com~anv? 

W W C  can provide a no-cost, no-obligation review of systems 

. Specific, current needs and objectives can be addressed and reviewed 

"Best-Options" will be prepared for recommendation to the Board, including: 

a) Operations concepts 

b) Customer ratelservice impact 

c) Financial package for the System 

a All discussions, ~ l a n s  and information exchanaed are handled with strict 
confidence. 

H.\FIN\Acquisition\dbakercorrespondence\TrVillagepresentationO299 doc 
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Kentucky-American Water Company, based in 
Lexington, provides water service to approximately 
280,000 Our service area includes most af 
Fayette County (including Lexington), the eastern 
half of Scott County (including Sadieville and the 
Toyota Motor Manufacturing plant), and portions 
of Bourbon, Clark, Hamson, Jessamine, and 
Woodford counties. Kentucky-American provides 
water for drinking, cooking, cleaning, and per- 
forming numerous other daily activities. Kentucky- 
American also provides water for businesses and 
~nanufacturers as well as for fire protection. In fact, 
the company maintains more than 5,700 fue 
hydrants for the city of Lexington. 

Kentucky-American Water Company was incorpo- 
rated under the laws cf the Commonwealth cf 
Kentucky in 1882 as Lexington Hydraulic and 
Manufacturing Company. The company's name 
was changed to the Lexington Water Company in 
1922, and to Kentucky-American Water Company 
in 1973. 

Kentucky-American Water Company is a wholly- 
owned subsidiary of American Water Works 
Company, Inc., the nation's largest and most geo- 
graphically diversified investor-owned water system- 
American Water Works Company's 23 utility sub- 
sidiaries serve more than seven million people in 
over 870 communities in 22 states. American Water 
System stock is traded under the sylnbol "AWK on 
the New Yak Stock Exchange. 

O H. Mark Weidman 

Kentucky-Ameraan Waler Company 
Selvce Area 

Bulk Sales Cuslomers 

Kentucky-American Water Company and its cus- 
tomers benefit from its affiliation with American 
Water Works Company, Inc. The American system's 
purchasing power translates into lower prices for 
pipes, valves, hydrants, meters, brass goods, treat- 
ment chemicals, liability and workers compensa- 
tion insurance, and group health insurance. Its 
centralized quality control and research laboratory 
in Belleville, Illinois, which is totally dedicated to 
drinking water analysis, provides valuable infor- 
mation for all subsidiaries of the Americansystem. 
Members of the American Water Works family also 
benefit from valuable, system-wide educational 
programs coordinated at the company's corporate 
center in Voorhees, WJersey. 

@ Lexington Soulh-UWyun 

@ City dversaines 

@ Spears 

@ Midway 

@ Norlh Middletown 

@ Northern Georgetown 
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. .  ). ........ A9.669 
-./ .............. .280,000 

.............. .5,768 

.............. .1,365 

............... 152 

.............. .12.3 billion gallons 

Lexington is one of the largest cities in the United 
States located away from a major source of water. 
The majority of its water supply, 80% in fact, is 
withdrawn 12 miles from the city at the Kentucky 
River. The remaining supply comes from Jacobson 
Reservoir. Kentucky-Anerican customers use an 
average of approximately 40 million gallons of 
water daily.The company treats the water supply at 
its two treatment plants, one of which is located at 
the Kentucky River and the other behind the com- 
pany's headquarters on Richmond Road. These 
fa~""ies are capable of treating up to 65 million 

f3- s of water per day. 
... 

Kentucky-American Water Company is working 
today to make sure that quality water service con- 
tinues to be available for Central Kentucky's future 
generations. The city d Lexington and many sur- 
rounding communities have experienced signifi- 
cant growth during the past 20 years, and continue 
to grow. In fact, the US. Census Bureau projects 
that Lexington may be Kentucky's largest city by 
the year 2000, a distinction that has been held bj 
the city of Louisville for more than 150 years. 

Toensure that an ample watersupply is 
available for residentis 
commercial use as well 
for adequate fire protec. 
tion in the community, 
Kentucky-American has 
proposed to augment 
the community's water 
supply through the 
Bluegrasswater Project, 
a $48.5 million dollar 
endeavor that involve 
constructing a 52.5-mile 
pipeline. The pipeline will link 
Kentucky-American customers to an aux- 
iliary treated water source from the Ohio River. The 
Bluegrass Water Project is the most cost-effective, 
environmentally safe, and feasible solution to the 
water supply deficit that the ever-growing Central 
Kentucky region faces. Pending approval by 
Kentucky's Public Service Commission, this 
pipeline could be operational by 2001. 

-3' 
Kentucky-American Water 

Company customers can be confident that they 
receive quality water. The company's in-house 
team d water quality experts oversees the water 
treatment process and manages Kentucky- 
American's water quality research programs. 
Kentucky-American stays abreast of proposed state 
and federal drinking water regulations to ensure 
that the company's water systems comply with cur- 
rent standards. In fact, Kentucky-American goes 
beyond what is required and routinely tests its 
water for the presence of regulated as well as non- 
regulated contaminants. 

Kentucky-American Water Company is a voluntary 
member of the US. Environmental Protection 
Agency's Partnership for Safe Water program, 
which was formed in 1995 to help water suppliers 
improve watertreatment and water quality. In 1998 
the company received two Director's Awards for its 
distinction as one of the f m  companies in the 
United States to complete - for all of its treatment 
plants - the Phase I11 Self-Assessment require- 
ments d this program. 

... 
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R GOOD g~_acwez~a 
Kentucky-American Water Company believes in being an active member 
of the community it serves. In addition to providing a quality product 
and service, being a good employer, and paying taxes, the company is 
committed to enhancing education, providing and fostering leadership, 
protecting the environment, and encouraging volunteerism. 

Kentucky-American is especially committed to promoting scienceeduca- 
tion, which is most apparent by the company's extensive involvement in 
the annual Kentucky-American Water Company Science Fair. This event 
is solely sponsored by the company and coordinated by Fayette County 
Public Schools. 

Kentucky-American associatesare encouraged to take active roles in their 
community through participation in numerous projects that focus on 

Kentucky-American Water Company's mission is to enhance the compa- 
ny's value to customers, associates, shareholders, the communities ue 
serve and the environment which surrounds us by providing the best 
quality water service at the lowest price to our existing and future cus- 
tomers; providing a corporate environment that maximizes professional 
development, demanding high expectation and achievement; providing 
consistent growth in shareholder value bj investing in water and waste- 
water utility companies; providing leadership and corporate citizenship 
in the communities we serve; and providing education and related ini- 
tiatives to safeguard the environment. 

education and environmental awareness, as well as through civic and 
social memberships. 

Kentucky-American's civic-mindedness is also demonstrated in other 
ways, including the company'ssignificant support cf McConnell Springs, 
the site of Lexington's birthplace and the first source cf water for the 
community; Jacobson Park, which Kentucky-American leased to the city 
cf Lexington in 1968, for $10 a year, through 2018 (the park is named 
after Kentucky-American General Manager Ernest E. Jacobson); and the 
use of one of Kentucky-American's 10 water storage tanks as a unique 
canvas for an 18,000-square-footequine mural that welco~nesvisitors to 
the "horse capital of the world" 

KENTUC,Y-~MGR,CA,I, VSSSQN 
Rk envision an environment where every member of our team is dedi- 
cated to a common mission, empowered with the necessary authority, 
responsibility, and resources to be caring and responsive to the needs of 
our customers and other team members. 

This vision statement reflects the consensus of all Kentucky-American 
Water Company associates, each of whom play a role in charting the 
company's course for the future. 

0 Copyright 1999 Ly Kentucky-Amencanwater Caqmj 
All riqhtr i w ~ d  NO put of [his p~ l l i ca t ionmr~  be repmduiti without prior w1111m pfirnisrion horn Ktnlutky-Amtritan Wal~i(ompany 



" L O O K  FOR T H I S  I D E N T I F Y I N G  L O G O  W O R N  B Y  B W P  T E A M  M E M B E R S  W O R K I N G  I N  YOUR A R E A "  

Central Kentucky, including the city 
of L.exington, has relied on the natural 
$sources of the Kentucky River to provide 

water to our ever-growing communities.As 
cormnunitiescontiriue to grow, the demands 
for water increase. Unfortunately, the level 
of water in the Kentucky River has stayed 
the same over the years - and during dxy 
periods, will decreaseto very low levels. 

Customers of Kentucky-AmericanWater 
Company recently experienced the 
iniplementationof the Water Shortage 
Response Plan, a part of the Demand 
Management Plan Kentucky-American 
Water Company has filed with the Public 
Service Commission. As a result of low 
flows in the Kentucky River, Kentucky- 
American Water Company implemented 
Phase Il of the Water Shortage Response 
Plan - the Water Shortage Advisory 
recornmendingvoluntary oddleven outdoor 
watering schedules. Although those living 
in the communities affected were 
somewhat inconvenienced, the traditional 
low flows experienced in the Kentucky 
River each fall season are minor compared 
to the potential impact of a major drought. 
According to the National Weather Service, 
h e  dry  periods recently experienced 
have left our region in a "mild drought 
condition."hnagine if the low levels in 
the Kentucky River and lack of significant 
rainfall in the region had occurred early in 
the growing season, such as in May rather 

measures to supply our 
community with adequate water supply. 

Following the 22-year drought of 1988, 
the Kentucky River Basin Steering 
Committee began exploring the water 
supply issues in our region. Since 1988, 
numerous groups have studied the issue of 
a water supply deficit in our community 
and, without a doubt, the accepted opinion 
in 1998 states that a deficit of over 20 
million gallons per day would be experi- 
enced in the Central Kentucky region 
if a drought the magnitude of the one 
experienced in 1930 hits this area again. 

Kentucky-American estimates that 
the Kentucky River will fail to meet 
our community's water needs, creating a 
shortage of up to 23 million gallons per 
day over 183 consecutive days during 
a maior drought. Keew 
in mind that current 
summertime average 
usage is approximately 
48 million gallons per 
day. In September 1998, 
a new one-day high 
pumpage record was set 
- 64.67 million gallons 
per day. In simple 
terms, our community 
would come up short 23 
of the 48 million gallons 
needed to sustain our 
current quality of life. 

What is the Solution? 
Kentucky-American Water Company's 

greatest concern is for the health and safety 
of all customers. In 1988, the Central 
Kentucky region experienced a drought 
severe enough to require mandatory 
restrictionsof all watering practices for 
customers. Engineering methodologies refer 
to the 1988 drought as a 22-year drought. 
The drought that we project recurring is 
referred to as the "drought of record" 
(estimated as a 120-year drought),which 

occurred inthe 19.30s in 
this region. This meansthat 
each year thereisa one (1) in 
onehundred twenty(l20) 
chancethat itwill m. 
A critical factor to keep 
in mind is the fact that 
Kentucky-American 
Water Company's 
customer base has grown 
by 15,000 new customers 
since the drought of 1988 
occurred in tlus region. 

The issues relating to 
the water supply deficit 
inevitably create 

c o n t i n u e d  
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Construction Details 
Cost: $48.5 million, 
projected cost. 

Pipeline Capacity: Minimum 
2 million, maximum 23 million 
gallons per day. 

Pipeline Diameter: 36-inch. 

Pipeline Composition: Ductile 
iron, concrete, or steel. 

Pipeline length: 44.9 miles 
(237,000 feet). 

Booster Stations: 2 (Pressure 
from 30-200 PSI). 

Construction Method: 
Directional drilling in environ- 
mentally sensitive areas. 

Financial Details 
Average residential customer 
monthly increase: $4.00 

Cost increase based on total 
consumption (customers using 
an average of 5,700 gallons 
per month). 

MiscellaneousDetails 
Louisville Water Company 
water source: Ohio River. 

Kentucky-American Water 
Company water source: 
Kentucky River. 

University of Kentucky Water 
Resources Research lnstitt~te 

Study results: 
- Told deficjt 9"7 billion gdkxls. 
(can be reduced but not 
eliminated with valves m 
Kenk&y River). 

- ShKjy stated commun
i

ty will be 
~#~xItWd$rfDT53daysduring 
drought d record based a7 
existing facilities in Kentucky 
River at t i m  of shxly. Certain 
modit ions on River m y  
rruvlwenimpadbutrwt 
dimirate deficit. 

e handled? 

~~~ plan for construction includes: 

Crews will open a ditch approximately foor feet wide, and five and one-half feet deep. 
The ditch will be opened using a trencher, which is about the size of a backhoe. 
The pipe will be installed using a track hoe. 
For much of the ditch line, a total width of about 20 feet of grass will he disttlrbed by the 
equipment and pipe construction. 
The vegetation will be completely restored following all construction. 
Kentucky-Amerir~n Water Company does not anticipate the need for blasting during the pipeline 
construction, and will specifically prohibit its use in environmentallysensitive areas or close to 
existing stn~ctures. 
Kentucky-American Water Company will not disturb any existing structures or stone fences, 
and will work to avoid large, established trees. (Tree removal significantly increases the cost 
of construction.) 
Kentucky-American Water Company will provide temporary fencing during construction and 
cleanup and will replace all disturbed fencing. 



feasibility and hydraulic considerations from topographical maps, aerial photographs, and field observations. The route 

generally parallels existing utility easements and road right-of-ways. 

Kentucky-American Water Company consultants are currently engaged in detailed field work to survey and assess 

the route for environmental, archeological and other significant issues. The route may be adjusted if any potential prablemsare 

uncovered. The detailed design of the pipeline is being conducted concurrent to the field work. 

Kentucky-American 
.. . ., :...>a- 

As a result of Kentucky-American companies in the United States ' ,  , ..,:%& .,... Al)l 

Water Company's rigorous efforts to that has completed for all of its , . ::,,!i,$<; 
meet, and in fact exceed, national treatment plants the Phase Ill ~elf-;:2$ 
quality standards, the company Assessment requirements of ttie.'?i@ 
recently received two distinguished EPA~S Partnership For Safe W&$ri:f!$! . . . .s>:ws 

awards from the U.S. Environmental program. (Kentucky-American is?&$$ 
Protection Agency, Office of only water company in Kentuck$@$$ . . ... .<.&, 
Groundwater and Drinking Water. complete these requirements.)':. 

The EPA DU?~ented the two f he EPA formed the padner&6% 
Director's Awards to Kentucky- For Safe Water 
hetican Water Com~anv at the water suo~liers 

in 1995 to help 
im~rove water 

annual American water works treatmerit'and water quality. 
Association International Conference Kentucky-American Water 
in Dallas. The awards were given to Company has participated in the 
Kentucky-American Water Company program since January 1996. 
for its distinction as one of the few 



Kentucky-Americanhas been pursuing survey and design work on options for the 
Bluegrass Water Project pipeline. 

It has always been our plan to review altemate routes for the Bluegrass Water Project in 
addition to the primary route to assure cast effectiveness and address all environmental 
issues. Kentucky-AmericanWater Company has identified and is in the processof mapping 
the planned route that the proposed Bluegrass Water Project pipeline will take from Shelby 
County to Fayette County. 

Initial studies, conducted several years ago, recommended that the route of the 
pipeline follow the path of an existing gas pipeline, paralleling the existing gas line to the 
point where Kentucky-American Water Company infrastructureis in place, then nmning 
parallel to the water company's existing mains into Lexington. 

Multiple factors including potential environmental issues and concerns of property 
owners along the initial proposed route brought to light by preliminary surveying of the 
initial proposed route have resulted in a decision to pursue the design mute of the 
Bluegrass Water Project in the following manner: 

-The mute of the proposed Bluegrass Water Project pipeline will follow the southern 
boundary of Interstate 64, entering Lexington from a point in proximity to the Blackbum 
Correctional Facility, and connecting to existing infrastructure near Leestown Road. 

Preliminary indicationsare favorable that this alternate route will be equally as cost 
efficient as the first proposed route, and ultimately the best alternativefor Kentucky- 
American Water Company and its customers. 

This revised route is subject to engineering design sti~dies currently being 
conducted. If this alternative route proves to be the most cost effective and feasible 
location, the next step will be to file a Certificateof Convenience and Necessitv with 

the Public Service ~ommis&on which will occur after all design elements necessary for this 
submittal have been completed. 

I How w i I I customers not currently served by 
Kentucky-AmericanWater Company have 
accessibility to the Bluegrass Water Project pipeline? 

The Bluegrass Water Project pipeline is 
essentially a transmission main to potentially 
move a large volume of water over a long 
distance to alleviate a water supply deficit in 
the Central Kentucky area (Bluegrass 
region). To preserve the integrity of the pipe, 
Kentucky-Americanwill not make individual 
taps on the main. Kentucky-Americanis 
sensitive to the situations of individual 
property owners who do not have public 
water service for existing homes along the 
route. In those instances, Kentucky- 
American will work with the property owner 
in an attempt to accommodatetheir water 
service needs. 

If requested, Kentucky-American will also 
work with local water providers to provide 
additional supplies to areas currently served 

by local water districts, associations, or 
municipalities. For new development, 
Kentucky-Americancan only provide service 
if the development has been approved by 
the local planning agency, and is unable to 
receive water from a local water district. 

Kentucky-Americanmay also potentially 
provide fire protection service in areas that 
currently have some domestic service, but 
would benefit from an increased availability 
of water service. If requested, Kentucky- 
American will work with the local authorities 
to boost fire protection, including upgrading 
fire hydrants. 

The sole objective of this project is to 
supplement the water needs for existing and 
future customers in the area currently served 
by Kentucky-AmericanWater Company. 

Gannett Fleming- Design consultant. 
Gannett Fleming, an international consulthg 
engineering company, is ocx! of the nation's 
most prestigious engineering firms. The 
company's headquartersare located in 
Harrisburg, Pennsylvania, with staffat 
27 reglonal offices throughout the US. 
and abroad. 

PDR Engineers, Inc. - Primary 
subconsultant.Thisfirm is ranked in the 
top 500 firms in the nation with locations in 
Lexington and Louisville, Kentucky. PDR 
will be handlingthe initial surveying. 

d M A  
E N G I N E E R S  

Fuller, Mossbarger, Scott, and May 
Engineering, Inc. This firm will provide 
soil and rnck brings at the Kentucky River. 
road, and railmad crossings. 

Cultural Resources Analysts, Inc. w:" 
conduct archeological site assessme 

Law Engineering and Environmental 
Services, Inc. - A national environmental 
services and geotechnical firm with offices 
in Louisville, Kentucky, will conduct 
environmental wetland assessments. 

LAW 
LAWGlBB Group ~ e m b e r k  

Scott R Smith Environmental 
Management Consultants, Inc. will 
provide environmental permitting services 
in conjunction with PDR. 



n u e d  f r o m  ( o v e r  

.)ntroversy regarding ways to solve the 
deficit. One issue remains a constant: the 
community has g r a m  by 15,000 customers 
since 1988, and will continue to grow based 
on statewide projections for Central 
Kentucky. The Central Kentucky region is 
prqjected to become larger even than the 
Louisville area, perhaps by the year 2000. 

1 13 years ago when Kentucky-American 
Water Company began providing water 
service to this community, the Lake 
Ellerslie Reservoir met all of our water 
needs. This was supplementedafter the 
turn of the century by Jacobson Reservoir. 
With the drought of 1930 came the need 
to provide a greater water source, which 
resulted in the constructionof a pipeline 
to supplement the reservoir with water 
pumped from the Kentucky River. 
Although hard to believe, with today's 
current water demands, Jacobson Reservoir 
would be totally dry in seven to ten days 
if it were used to supply all of the water to 
Kentucky-Americancustomers during a 
drought period. Central Kentuckians served 

Kentucky-American Water Company 
receive 80% of their water pumped directly 
from the Kentucky River to treatment 
plants for purification. The Kentucky River 
is a small river with a small watershed, and 
because of its size, flow fluctuationsoccur. 
Even minor periods of little rain will 
impact the river flows to the point of crisis. 

Kentucky-American has determined 
that construction of a pipeline to purchase 
treated water from Louisville Water 
Company is the least-cost alternative to 
obtaining a supplemental water source from 
the Ohio River. It is the most cost effective, 
feasible solution to supply all of our 
con~rnunity's water needs. 

Why 6 conservation 
not the answer? 
Although Kentucky-American 
Water Company encourages 
wise water use to preserve our 
most precious natural resource, 
even strict conservation 
measures will not solve the 
problem.The only way to prevent a water 
shortage is to plan for one. Planning a 
solution is what Kentucky-American Water 
Company is doing. Kentucky-American 
has researched solutions for over 25 years. 
As a major provider of water service to 
Fayette and portions of Scott, Bourbon, 
Clark, Woodford, Jessamine, and Harrison 
counties, Kentucky-American has been 
seeking solutions to ensure the health and 
safety of our customers, guarantee fue 
protection, and ensure the continuation of 
economic development and quality of life 
known throughout the region. 

L; there a nocost solution? 
As our community has grown, our needs 
for water have grown. Kentucky-American 
Water Company's treatment capacity is 
rated at 65 million gallons a day. Customers 
of Kentucky-American Water Company 
on September 14,1998, used a record 
64.67 million gallons in one day. This 
high pumpage during the off-season in 
September is cause for concern. Kentucky- 
American engineers recognize that 
customers will likely be using more than 
the rated treatment capacity during dry 
spells that occur early in the summer 
months. What could happen? Ur~fortunately, 
customers would begin to find themselves 
without water for periods of time, which 
potentially could trigger health and safety 
concerns throughout our community. 

to draw to treat 
and distribute for 
our customers? 

Issues such as 
treatment capacity 
and the magnitude 
of the water 
supply deficit 
continue to lead 

Kentucky-American to the Bluegrass Water 
Project alternative. The cost of the pipeline 
is estimated to be $48.5 million, which 
would increase the averagecustomer bill 
approximately $4 per month. The cost to 
upgrade the treatment facilities to meet 
current and future needs is approximately 
$39 million. The pipeline will eliminate the 
treatment plant deficit and the water supply 
deficit, guaranteeinga reliable water source 
for generations to come. An important 
point to keep in mind is the fact that the 
per-customercost will go down as more 
customers along the pipeline route benefit 
from the readily available water source 
originating in the Ohio River and treated 
by Louisville Water Company. This 
increase in the customer base will help 
to decrease per-customer cost. 

Will Kentucky-American 
abandon the Kentucky River 
if the pipeline 6 built! 
Kentucky-AmericanWater Company's 
commitment of over $50 million in 
treatment plants, laboratories, pumping 
stations, and water lines related to our 
treatment facility on the Kentucky River 
demonstrates our investment in the future 
of the river. The Kentucky River has been 
our community's primary source of water 
for over 65 years, and will continue to be 
the major source of water for our cus- 
tomers. We respect the beauty of the river, 
and have deep-rooted beliefs in the value 
of the Kentucky River and its vitality in 
our region. However, the fact remains that 
the Kentucky River is subject to increasing 
demands that will jeopardize the contin- 
uation of quality of life we experience in 
our community. The importance of our 
Kentucky River treatment plant will not 
diminish when the pipeline to the Ohio 
River is constructed. The pipeline isan 
insurancepolicyto protect the health and safety 
of ourcustorners. 



How much would my 
water bill increase? 

Custolners of Kentucky-American 
Water Company will see an increase 
in their water bill when the Bluegrass 
Water Project pipeline begins 
providing water. But the increase may 
not be as large as you are expecting. 
Only the water portion of your bill 
- not the sewer or garbage removal 
charges- will increase, probably by 
about 20 percent. 

How serious is our 
water supply deficit? 

As Lexington continues to grow, its 
citizens will need more water than the 
Kentucky River can currently provide. 
A7.I possible alternative water sources 
have been thoroughly explored, and 
the least expensive long-term solution 
is to build a pipeline to provide 
Kentucky-American Water Company 
with purified water from the Louisville 
Water Company. 

Can't crest gates ordamson the 
Kentucky R~ver obtain more water? 

Questions have been raised about 
whether additional water can be 
obtained by crest gates on Kentucky 
River dams. The Kentucky Water 
Resources Research Institute has 
determined that crest gates would 
only partially eliminate the water 
supply deficit, and the U.S. Anny 
Corps of Engineers has raised 
questions about whether the current 
dams could support crest gates 
without substantial construction 
work. Even if such a program 
was undertaken, construction, land 
taking and environmental-impact 
costs would be substantial- and 
have not currently been factored into 
estimates of crest gates. 

Could the Ohio River 
provide quality water? 

The Ohio River is currently the 
source of drinking water for nearly 
3 million people; approximately 120 
species of fish live in the Ohio and 
the lower reaches of its tributaries. 
The Ohio is carefully monitored by 
a watchdog organization, and the 
river's water quality has improved 
significantly over the past 50 years. 
In 1995, a particular milestone was 
reached - all co~nmunities 
discharging to the water were 
providing not only primary 
treatment, but advanced secondary 
treatment. 

What effect could 
another drought have? 

In addition to Lexington's explosive 
growth reducing available water, a 
summer drought always remains 
a possibility. 111 1998, water levels 
dipped to dangerously low levels, 
and each year's blisteringly hot 
weather poses a hazard. 

Krntutky-lmerican Water Company 

2 3 0 0 Richmond Rd 
Lexington, KY 405 02 
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Roy W. Mundy, I1 
President 

April 8, 1999 

Tri-Village Water District 
Board of Commissioners 
3700 Hwy. 127 North 
Owenton, Kentucky 40359 

Dear Board of Commissioners: 

Many thanks to you and your Manager, Carol Tudor for the fine relationship that 
has been afforded Kentucky-American Water Company since we first had the 
opportunity to meet with you in February, 1999. We certainly appreciate the 
information that has been shared with KAWC as we formulated this proposal. 
We recognize and appreicate the professional commitment that you and Ms. 
Tudor have made to provide excellent service to your customers. 

We are most pleased to present to you the enclosed proposal. We truly believe 
that a business partnership between Tri-Village Water District and KAWC 
presents many advantages to your customers. These advantages include ,lower 
rates, top quality service, and the resources of the nation's leading water utility, 
American Water Works Co., Inc. These resources include our in-house 
engineering, financial, service and technical staff that are onboard in Kentucky to 
serve your customers. KAWC also will offer employment to all current Tri- 
Village employees. 

We understand the hard work and commitment that the Board has given to the 
Tri-Village customers. Kentucky-American Water Company certainly will honor 
and continue that commitment to excellence - we stake our reputation on it. 

Q:\HOMRBAKERDK\TRIVILLA\Roy W.doc 

Equal Opportunity Employer 
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We look forward to bringing this important and beneficial transaction to a closing 
and will facilitate this process with the Board of Tri-Village Water District. Thank 
you again for consideration and assistance. 

president - "  

C: Hon. Billy O'Banion 
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PROPOSAL FOR TRI-VILLAGE WATER DISTRICT 

Summary of Proposal Contents: 

1. Background Information about Kentucky-American Water Company 

2. Acquisition outline - structure 

3. Purchase price calculations 

4. Employee Issues 

5. Customer Rates 

6. Customer Service 

7. Future System Expansion 

8. Purchased Water 

9. Board Involvement 

10. Corporate Citizenship 

I I. Water Quality 

12. Purchase Contingencies 



PROPOSAL FOR TRI-VILLAGE WATER DISTRICT 

I. Background Information - Kentucky American Water Company 

Incorporated in Kentucky in 1882 under the name of Lexington Hydraulic and Manufacturing 
Corporation, the company's name was changed to Lexington Watercompany in 1922 and to Kentucky- 
American Water Company in 1973. KAWC is a regional water supplier which withdraws, treats and 
distributes water in Fayette, Scott, Clark, Bourbon, Harrison, Jessamine and Woodford Counties. In 
addition, KAWC is a bulk supplier to the Cities of Sadieville, North Middletown, Midway, Jessamine 
South Elkhorn Water District and Spears Water Company. KAWC is Kentucky's largest investor-owned 
water utility. Traded on the NYSE, AWW is the nations leading investor owned water utility. 

Revenues: KAWC - 1998 annual revenues: $36.9 million 
American Water Works, Inc.: $1 Billion 

Taxes Paid: Federal, State, General Taxes: $6,141,811 
Property Taxes: $1,089,228 

Number of 
Employees: WWC: 155 

AWW: 4000 + 

Statistics: 93,391 Customers served 
1364 miles of main 
over 157,000 water quality tests run annually 
over 16 million gallons of storage 



PROPOSAL FOR TRI-VILLAGE WATER DISTRICT 

KAWC 
Management: Roy W. Mundy, 1 1 ,  President 

Coleman Bush, Vice-president and Treasurer 
Nick Rowe, Vice-president - Operations 
Herb Miller, Secretary - Corporate Counsel 
Edward J. Grubb - Comptroller 
David Baker - Director - Business Development 
Barbara Brown - Director - Communications 
Donna Braxton - Director - Loss Control 
Linda Bridwell - Director - Engineering 
Larry Burns - Director - Customer Service 
Phil McConathy - Director - Employee Relations 
Jan Routt - Director - Water Quality 
David Whitehouse - Director - Government Relations 
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PROPOSAL FOR TRI-VILLAGE WATER DISTRICT 

2. Proposed Acquisition Structure 

This proposal is subject to the approval of the Tri-Village board and all legal requirements therein, the 
approval of the Public Service Commission, the approval of the KAWC Board of Directors and all 
appropriate due diligence, and all other contingencies listed in this proposal. This proposal is structured 
as an acquisition of the Assets of the Tri-Village Water district by KAWC. The district will be dissolved 
according to law. KAWC will pay a purchase price to Tri-Village to purchase all long term assets of the 
District; the District will use that purchase price, along with a portion of its disposable current assets to 
pay off the debt and settle the accounts of the of the district. 

3. Purchase price Calculation/Cash distribution to Close out Tri-Village Accounts (to be 
adjusted to date of closing): 

Cash Purchase Price: $1,659,233 

Cash Distribution to Close out Tri-Village Accounts: 
(to be adjusted to date of closing) 

Debt Obligations: Long Term Debt $1,51 0,500 
Wheatly Project $ 225,500 
Current Liabilities $ 38,275 
Current Asset 
Disposal: $( 1 15.042) 

Purchase Price: $1.659.233 

0 0 
-0 
N O  
C O P  

5 
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PROPOSAL FOR TRI-VILLAGE WATER DISTRICT 

4. Employment Issues: 

Current Employees of Tri-Village Water District will be offered employment with KAWC at Tri-Village's 
rates of pay currently in effect. Employees will be offered the KAWC employment benefit package as 
outlined in appendix A including health insurance, term life insurance, paid vacations, 401k, company 
funded pension plan, 11 paid holidays, educational assistance. KAWC will keep the office and 
maintenance facilities at Tri-Village for the foreseeable future with the structure of the work changed to 
reflect the KAWC structure. 

5. Customer Rates: 

This proposal assumes that Tri-Village will have implemented the 30% proposed rate increase for all 
customers as of the time of closing of the acquisition. Upon closing, the customers of Tri-Village will 
receive an immediate 10% rate decrease from the TV rate tariff. In addition, KAWC will make 
application to the public service commission for application of the KAWC rate tariff under the concept of F 
Single Tariff Pricing. These rate cuts are demonstrated as follows: I 

3 
I 
A 

(Examples based upon avg. customer monthly consumption of 4700 gallons) 

Tri-Village Monthly Bill following 30% increase: $ 34.09lmo. 
Less: 10% immediate KAWC Rate Cut: $ 3.41lmo.) 
Avg. monthly bill after rate cut: $ 30.681month 

If Single Tariff Pricing approved by PSC, at KAWC rates: 
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PROPOSAL FOR TRI-VILLAGE WATER DISTRICT 

6. Customer Service 

Tri-Village customers will continue to receive the same high level of service. Customers will receive high 
quality phone and field service during normal business hours, plus the option of using the Interactive 
Voice Response system, via a toll free number, that allows them access to billing and usage information 
on their accounts, 24 hours per day, 7 days per week. The office at Tri-Village will remain open for the 
foreseeable future to deal with in-person inquiries. Customer bills will be produced and mailed once per 
month, following monthly meter readings, and include a return envelope. Customers also have the 
option to pay by automated bank draft. 

7. Future System Expansion: 

This proposal includes the financial data provided for the Wheatly project and assumes that project will 
be underway or completed at the time of closing, and depending on the time factor, can be adjusted to 
include the New Columbus Project. KAWC will provide water service to new customers based upon the 9 
existing KAWC tariff. This tariff allows for KAWC to extend mains into areas in which the total of I 

s 
70 

revenues to be received from the new customers for the first 3 years equals or exceeds the amount of I TI 
expense for the main extension. V) o 

0 

8. Purchased Water: ?? 
$k 
2 

-l 

District and the City of Owenton. This proposal is 
contract and upon Tri-Village's implementation of 
approved by PSC. 

contingent upon verification and approval of 
any rate increases called for by Owenton 

I 
KAWC will assume the Purchase water contract that is currently in effect between Tri-Village Water 2- 

said is 
0 



e 
PROPOSAL FOR TRI-VILLAGE WATER DISTRICT 

9. Board Involvement: 

The Board of Commissioners will be invited to assist KAWC during the transition period, up to 6 months 
after closing. Any board member who commits to assisting in this period will be compensated at their 
present annual rate (prorated to a monthly amount) by KAWC. Following the transition period, the Board 
may select one representative to serve as the Owen County representative to the KAWC Consumer 
Advisory Council. The Tri-Village Water District will legally dissolve itself following the satisfaction of all 
appropriate legal requirements. 

10. Corporate Citizenship: 

KAWC is a responsible corporate citizen committed to strong community involvement. KAWC uses local 
vendors and services whenever products and services can be purchased at comparable prices. KAWC 
employees reside and are actively involved in the communities they serve. F 

I z 
I 
XJ 

I .  Water Quality: -u 
rn 
fi 

KAWC is a recognized leader in the water utility industry and is a member of the EPA1s partnership for u 

Safe Drinking Water, receiving 2 director's Awards in 1998 for completion of the Phase ii self E 
2 

assessment requirements. We utilize state of the art laboratory equipment, employing our own 
Chemists and Biologists to monitor water quality at every stage, insuring compliance with state and 

l 4  
$ 

federal standards. o 
5 
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PROPOSAL FOR TRI-VILLAGE WATER DISTRICT 

12. KAWC Contingencies relating to Purchase of Tri-Village Water District: 

Verification of Financial and water sales information 

Updating this proposal to time of closing to reflect changes in TV financial position 

Public Service Commission Approval 

Approval by KAWC's Board of Directors 

This proposal assumes that KAWC will not be responsible for repayment of any grant monies or other 
contributed capital and liabilities and transfer of assets and rights to future revenue streams must be 
unencumbered 

All other appropriate due diligence regarding the quality of assets to by purchased, business and 
legal risks, accuracy and approval of financial condition, purchase water agreement, etc. 

No material changes in the financial condition and in the assets to be purchased or obligations to be 
incurred without KAWC approval 

Recommendation and support for the KAWC asset purchase agreement, and all legal, regulatory and 
other requirements necessary to effect this transaction. 





Sick Leave 

The Company provides a sick leave program wherein each associate who has completed six months of 
continuous service will be eligible for compensation after the first day of illness. An associate who is 
unable to perform his regular duties as a consequence of illness or accident shall be paid as follows 
during such disability: 

LENGTH O F  SERVICE 

AT LEAST SIX MONTHS BUT LESS THAN ONE 
YEAR 
OVER ONE YEAR 

MAXIMUM NUMBER O F WEEKS IN ANY 
DISABILITY YEAR IN WHICH PAYMENT WILL 
BE MADE BY THE COMPANY 
ONE WEEK 

ONE WEEK FOR EACH COMPLETED YEAR OF 
SERVICE WITH A MINIMIJM OF TWO WEEKS 
AND A MAXIMUM OF TWENTY-SIX WEEKS 

An associate will be required to furnish a statement from his physician or the Con~pany may select a 
medical doctor to exanli~le the associate stating that the associate was ill and unable to perform his 
regular duties during such absence. O d y  a doctor's form provided by the Con~pany will be accepted. 

An associate shall not be paid for the first day's sick leave unless he has not been absent on sick leave 
during the previous six months or unless he is hospitalized. The six month period will be reduced to five 
months for associates with five years of continuous service and be reduced one additional illonth for each 
additional year of continuous service until there is no waiting period. 

Consult your Union contract for additional details concenling sick leave, including cornpensation 
awarded to associates required to leave work due to their illness or injury. For additional details 
collcerning "Disability Year" consult your Union contract or the Accounting Department. 

Leave of Absence for Sickness or Accident Disability 

Associates will be granted leaves of absence for sickness or accident disability for the maximum periods 
as follows: 
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LENGTH O F  SERVICE 
UP TO SIX MONTHS 
SIX MONTHS BUT L,ESS THAN TWO YEARS 
TWO YEARS BUT LESS THAN FIVE YEARS 

MAXIMUM PERIOD O F  L.EAVE O F  ABSENCE 
TWO WEEKS 
TWENTY-EIGHT WEEKS 
ONE YEAR 

FIVE YEARS BTJT L,ESS THAN TEN YEARS . I TWO YEARS 



Continuity of Income to a Disabled Associate 

,O Because the Company realizes that delay sometimes occurs in the determination of benefits payable 
under the Worker's Compensation L,aw, the Company will pay a disabled associate's normal weekly 
wages in full for the period indicated under Sick Leave. All the associate need do is to agree that any 
benefits currently or subsequently received fiom the Worker's Compensation carrier (other than 
reimbursement of expenses) with respect to said period of disability, shall be assigned to the Company. 
The payments assigned from the compensation carrier to the Company include only weekly benefits for 
temporary disability. 

Group Insurance 

All full-time associates can participate in one of two liberal insurance plans, beginning on the first day of 
the month following 30 days of continuous service. 

COMPREHENSIVE MEDICAL PLAN that pays most covered medical expenses at 80 percent of 
reasonable and customary rates, after the deductible, up to an annual out-of-pocket limit of $1,000.00 
Under this plan, you make contributions for dependent and associate coverage. (Please refer to the 
Comprehensive Medical Plan in the insurance booldet for complete provisions). 

MANAGED CHOICE PLAN is coordinated by a primary care physician (PCP). Most covered medical 
expenses are covered at 100 percent of reasonable and customary rates in the In-Network services. Out- 
of-Network services can be provided at a reduced coverage of 70 percent of reasonable and customary 
rates after the deductible is met. (Please refer to Managed Choice Plan in the insurance booklet for 

@ complete provisions.) 

Information on all Plans are provided. 

TJpon selection of the group plan you are desiring (annually associates are allowed to choose which plan 
they want for the upcoming calendar year) the appropriate group plan booklet will be provided. Be sure 
to read these booklets very closely and if you have any questions, feel free to ask your supervisor about 
any specific details. 

Pension Plan (Retirement) 

Realizing the necessity of providing now, during your productive years, for the time when you will reach 
retirement, the Company has established and maintains a liberal pension plan. This plan covers both 
early and normal retirement, as well as disability retirement. After five years of continuous service, you 
have vested rights and will receive retirement benefits even if you leave the Company. For full 
information, consult "Your Pension Plan" booklet. Copies of this booldet may be borrowed from the 
Director Human Resources. You may also consult your supervisor concerning pension benefits. 
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Savings Bonds 

I 
The Company encourages associates to participate in the U.S. Savings Bonds payroll deduction plan. 
Depending upon how much you decide to have deducted fi-om each paycheck, you may receive any 
number of savings bonds per year. Consult the Accounting Supervisor or your immediate Supervisor for 
details. 

Savings Account Deduction Plan 

The Company provides the opportunity for associates to participate in a savings account deduction plan. 
This plan is similar to a Christmas Club savings account, and associates may join only during the first 
week of November. Consult the Accounting Supervisor or your immediate Supervisor for details. 

401(k) Savings Plan 

The Company allows all associates who have at least six (6) months of service to contribute to the 40 1 (k) 
Savings Plan on a Pre-Tax Basis. The Company will contribute 50 percent (50%) of the first four percent 
(4%) contributed starting January 1, 1998. Please refer to the Summary Plan Description Booklet for full 
details of the Plan. 

Credit Union 

The Company is a member of the Members Heritage Federal Credit Union. Information on all benefits 
provided by the Credit Union are included in the associate manual. 

0 Central Kentucky Blood Center Program 

Kentucky-American Water Company participates in the Central Kentucky Blood Center drives twice per 
year. A mobile unit will be stationed at our office complex and associates desirous of donating can 
schedule a convenient time to give blood during working hours. 

Educational Assistance Plan 

An educational assistance program was initiated in 1984 (revised in 1991) to assist associates who wish 
to continue their education on a voluntary basis, during off-duty hours. All regular associates who have 
been continuously employed for at least six months are eligible. If you have any questions, see your 
supervisor. 

Fishing Privileges 

Kentucky-American Water Company associates and their immediate families are provided free fishing 
privileges at No. 4 Reservoir. You are required to abide by the rules and regulations set forth by the Lake 
Ellerslie Fishing Club. A Kentucky State Fishing License is required for anyone 16 years or older. See 
attached memo. 
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