LOUISVILLE WATER COMPANY

550 SOUTH THIRD STREET « LOUISVILLE, KENTUCKY 40202

TEL 502-562-3600 FAX 502-569-0815

August 1, 2007

The Honorable Harry Moberly, Jr.
House of Representatives
Capitol Annex, Room 366

702 Capitol Avenue

Frankfort, KY 40601

Dear Representative Moberly:
This is a follow up to your request of June 18, 2007 for information regarding
Louisville Water Company’s ability to meet the water supply needs of Central

Kentucky. Following is a respanse to each question outlined in your letter.

Scope and Costs of an [-64 Pipeline

Louisville Water Company (LWC) proposes to build a 36 inch pipeline from
Jefferson County to Fayette County, along Interstate 64. The pipeline would be
in public right-of-way or immediately adjacent to 1-64. The total estimated cost is
$82 million. LWC will build and fund the portion from Jefferson County to KY
Hwy 53 in Shelby County, at an estimated $26 million. The balance of the
project at $56 million can be financed with grants and low interest loans, or by
municipalities or water suppliers in the region.

Capacity and Benefits

A 36 inch pipeline will provnde up to 30 million gallons a day (MGD) of supply
capacity and the minimum amount required to be purchased is 5 MGD.

Louisville Water Company's current wholesale rate is $1.71 per 1,000 gallons.
The benefits of an 1-64 pipeline include: : .

Provides access to the unllmlted source of supply of the Ohio Rlver
Provides low cost and timely regional solution

Is attractive for state and federal grants

Provides long term drought protection and a reliable, redundant source
Provides connectivity for water providers in the Central Kentucky region

Regulatory Requirements and Timing

Louisville Water Company believes a pipeline can be built from Jefferson to
Fayette County in 2-3 years. We would have to receive approval of pipeline
plans from the KY Division of Water and approvals from the KY Transportation
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Cabinet and Army Corp of Engineers for routine permits associated with water
main projects. Additionally, we will need approval from the KY Public Service
Commission if a wholesale contract is signed with a PSC regulated utility.
Pipelines of this length and magnitude are not un-common in the industry and will
. not pose any significant technical problems. We believe an |-64 pipeline can be
built by the 2010 Equestrian Games. It is doubtful we or any other current
propasal could have the pipeline built in time to meet the City of Winchester's
additional needs by 2009.

EPA Drinking Water Regulations

- Louisville Water Company has started construction at our BE Payne water
treatment plant on an advanced treatment alternative called Riverbank Filtration
(RBF). With the completion of the RBF project, LWC will be able to continue to
exceed all EPA water quality standards including the Enhanced Surface Water
Treatment Rule and the Disinfection By Product Rule. This construction project
will be completed in 2010. Furthermore, the cost of the project has already been
built into our capital plan budgets and projections of water rate increases. We
anticipate annual water rate increases to. average 5 percent over the next 10
years. ,

Questions Related to KY River Authority

Finally, Louisville Water Company understands the importance of the KY River
Authority’s mission to maintain and improve the locks and dams of the KY River
and we are open to solutions including appropriate fees that would assure the
continued viability of KRA.

| have alsc included a copy of the powér point presentation and responses to
questions presented July 10the to the Lexington-Fayette Urban County Council.

Thank you, for the opportunity to respond to your letter. If you have any
questions or would like to discuss this in more detail please call me at 502-569-
3681 or Vince Guenthner, LWC's Manger of Government Affairs at 502-569-
3640.

incerely,

regory C. H an, P. E.
President

cc: Vince Guenthner
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LOUISVILLE WATER COMPANY

550 SOUTH THIRD STREET ¢ LOUISVILLE, KENTUCKY 40202
TEL 502-569-3600 WWW.LOUISVILLEWATER.COM

July 9, 2007

The Honorable *First Name* *Last Name*
KY House of Representatives

702 Capitol Avenue

Frankfort, KY 40601

Dear Representative *Last Name*:

This is to inform you that Louisville Water Company (LWC) will make a
presentation to the Lexington-Fayette Urban County Government on Tuesday
July 10, 2007. Lexington is faced with having to make a decision on their long
term water supply needs and LWC has been asked to present information on a
proposed pipeline fram Louisville to Lexington.

Louisville Water Company has had a series of meetings with regional water
suppliers from Shelby, Franklin and Scott Counties regarding a proposed
regional pipeline. Under the proposal, LWC will finance, build and own the main
from Jefferson County to KY Hwy 53 in Shelby County. The portion from Hwy 53
to Lexington can be financed from any combination of grants, state/federal low
interest loans and water rates.

Louisville Water Company has a regional philosophy of entering into business
partnerships with other water utilities if it benefits the customers and stakeholders
of both communities. With the unlimited source of supply in the Ohio River and
enough reserve capagcity to meet the water supply needs of our current
customers and Central KY, we believe this proposal can be mutually beneficial
for all the communities involved.

Over the coming weeks, you may be asked about this proposal. Please call me
at 569-3640, if you have any questions or need additional information.

Sinceyely,
ince Guenthner

Manger, Government Affairs

An Equal Opportunity Employer
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Introduction

m Securing a safe, reliable water supply is an important issue for

Central Kentucky.

m Determining the source of this water supply needs to be resolved by

the water supply professionals, community and elected leaders of
Central Kentucky.

m Louisville Water Company has an unlimited source of supply in the

Ohio River and enough reserve capacity to supply the Bluegrass
Region.

m LWC is a low-cost, twin rivers solution for reliability and drought

protection for the Bluegrass Region.
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i

ackground

m Louisville Water Company (LWC) was chartered in 1854 as a municipal
corporation.

m LWC is a nationally recognized utility with demonstrated technical,
managerial and financial capacity in all areas of water utility operations.

m LWC water quality exceeds all US EPA and Ky Division of Water regulato
requirements, as well as the high standards of the EPA Partnership for Safe
Drinking Water.

m LWC provides retail and wholesale water service to 850,000 people in Metro
Louisville and the following counties:

0 Bullitt County

1 Jefferson County
Nelson County
Oldham County
Shelby County

[
O
]
0 Spencer County
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LOUISVILLE WATER COMPANY

RETAIL AND WHOLESALE
SERVICE AREA
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LWC Supply Capacity

LWC'’s raw water source is the Ohio River, an abundant, reliable
source that will meet all water supply requirements beyond the 21st
century.

The Ohio River is virtually an unlimited source of water for Kentucky,
with an average flow of nearly 90 billion gallons of water a day.
During the 1999 drought, LWC used less than 0.5% of the available
capacity of the Ohio River.

LWC delivers an average of 130 million gallons of water a day
(MGD), through nearly 3,900 miles of water main.

LWC has two treatment plants with a current capacity of 240 MGD
and can be easily expanded to 300 MGD. Currently, average day

‘production is 130 MGD and maximum day production is 205 MGD

(summer 2005).
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Water Rates

m LWC establishes water rates on cost-of-service principles
established by the American Water Works Association (AWWA).

m LWC maintains competitive water rates compared to suppliers in the
region, with the typical residential customer paying an average
monthly water bill of $18.40 for 6,000 gallons of consumption.

m LWC standard 2007 wholesale rate is $1.71 per thousand gallons.

m LWC will provide alternative wholesale rates based upon minimum
purchase considering duration of contract, capacity reserved, and
contributed capital. |



G192 OM1

Production and Technical Capacity

m LWC has enough reserve capacity to meet the Water supply needs
of the Bluegrass Region. Reserve Capacity of 35 MGD (240 MGD
total) can easily be increased to 95 MGD (300 MGD total).

m LWC is an industry leader in water quality and treatment research,
drinking water quality, infrastructure renewal and customer
satisfaction.

m Staff of Class IV Treatment Plant and Distribution System
Operators, and professional engineers.

m 24/7 operation and local emergency response capability.
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Financial Capacity

m Standard and Poor’s Bond Rating of AA+, and Moody’s Bond
Rating of Aa1.

m 2006 debt service coverage of 2.74.

m Ability to finance capital improvements and pursue partnering
opportunities.

m In house expertise for rate-making, cost of service and feasibility
studies, capital budgeting and planning.
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Regional Philosophy

m LWC will enter into business partnerships with other water utilities if

it benefits the customers and stakeholders of both utilities.

m LWC will consider partnership opportunities within 75 miles of

current retail service area.

m Partnership options include:

0 wholesale water service
0 mutual aid agreements
1 operating agreements

10
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Shelby County - Frankfort Pipeline Solution

m LWC will build and fund a pipeline along Interstate 64 from Snyder
Freeway (I-265) to KY Hwy 53 in Shelby County, estimated at $18.5

million.

m Pipeline flow of 2 MGD to assure water quality, and financial
feasibility of project.

| Prcl)lvide water at current LWC wholesale rate of $1.71 per 1,000
gallons.

m 24 inch pipeline provides 10 MGD capacity.

11
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Shelby County - Frankfort Pipeline Solution

Reserve Capacity of 35 MGD (240 MGD total), which can easily be
increased to 95 MGD (300 MGD total).

Pipeline sizes available:
0 16 inch pipeline provides 5 MGD capacity
0 20 inch pipeline provides 7 MGD capacity
0 24 inch pipeline provides 10 MGD capacity
O 30 inch pipeline provides 16 MGD capacity
O 36 inch pipeline provides 23 MGD capacity
0 42 inch pipeline provides 31 MGD capacity

Pipeline can be built by 2010.

|-64 pipeline is a regional water solution with potential partners
including North Shelby Water Company, West Shelby Water
District, US 60 Water District, and the cities of Shelbyville, Frankfort
and Georgetown.

12
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Benefits of a Twin-River Solution

E]

O

Provides an unlimited source of supply from the Ohio River.
Provides a cost effective and timely regional solution.
Is attractive for state and federal grants.

Provides long term drought protection, and availability of an
emergency supply.

Provides connectivity for regional water providers.

14
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Louisville Water Compan

Presentation to
Georgetown City Counci

August 20, 2007
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Introduction

Securing a safe and reliable water supply is an important issue for
Central Kentucky.

Determining the source of this water supply needs to be resolved by
the water supply professionals, community and elected leaders of
Central Kentucky.

LWC has an unlimited source of supply in the Ohio River with enough
reserve capacity to supply the current and future water supply deficits

of Central Kentucky.

LWC is a low-cost component of a twin rivers solution for reliability
and drought protection for Central Kentucky.



¥89¢ DM

s
. _ﬂ_ﬂ?’;’%

Backqground

m LWC was chartered in 1854 as a municipal corporation.

= LWC is a nationally recognized utility with demonstrated technical,
managerial and financial capacity in all areas of water utility
operations.

m LWC water quality exceeds all US EPA and KY Division of Water
regulatory requirements, as well as the high standards of the EPA
Partnership for Safe Drinking Water.

s LWC provides retail and wholesale water service to 850,000 people in
Metro Louisville and the following counties:

o Bullitt County

0 Nelson County
0 Oldham County
0 Shelby County
0 Spencer County
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LOUISVILLE WATER COMPANY

RETAIL AND WHOLESALE
SERVICE AREA
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LWC Supply Capacity

LWC’s water source is the Ohio River, an abundant, reliable source
that will meet all water supply requirements in the region.

The Ohio River is virtually an unlimited source of water for Kentucky,
with an average flow of nearly 90 billion gallons of water per day.
During the 1999 drought, LWC used less than one-half of one
percent of the available capacity of the Ohio River.

LWC has two treatment plants with a current capacity of 240 million
gallons per day (MGD) which can be easily expanded to 300 MGD.
LWC’s historical maximum day pumping was 205 MGD in 2005.

LWC has enough reserve capacity to meet the water supply needs
of Central Kentucky. LWC has existing reserve capacity of 35 MGD
that can easily be increased to 95 MGD.
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LWC Technical and Managerial Capacity

m LWOC is an industry leader in water quality and treatment research
and was instrumental in the establishment of the Partnership for
Safe Drinking Water with the USEPA.

m LWC is an industry leader in 'drinking water quality, with
performance consistently better than regulatory standards.

m LWC is an industry leader in infrastructure rehabilitation and renewal
and benchmarked by utilities from around the world.

m LWOC is an industry leader in customer satisfaction, with high ratings
for quality, service and value.
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LWC Financial Capacity

m LWC Revenue Bonds are rated AA+ by Standard and Poor’s

Corporation and Aa1 by Moody’s Investors Service. These ratings
are among the hlghest in the United States.

m |WC has the capacny to finance capital improvements to extend

service to Central Kentucky.

m LWC has the organizational flexibility to enter into a wide range of

partnership opportunities.
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LWC Water Rates

m LWC establishes water rates on cost-of-service principles
established by the American Water Works Association (AWWA).

m LWC water rates are émong the lowest in the state. The typical
residential monthly water bill for 2007 is $18.40 for 6,000 gallons of

consumption.

m LWC standard wholesale rate for 2007 is $1.71 per thousand
gallons.

m LWC will provide alternative wholesale rates based upon minimum
purchase, duration of contract, capacity reserved, and contributed

capital.
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Shelby County, Frankfort and Georgetown

Pipeline Solution

m The Interstate 64 pipeline is a regional water solution with potential partners
including North Shelby Water Company, West Shelby Water District, US 60
Water District, and the cities of Shelbyville, Frankfort and Georgetown.

m LWC has been meeting monthly with the Shelby County water providers
and attending the Bluegrass Water Supply Commission meetings.

m LWC has presented regional pipeline solutions to —
O Frankfort Plant Board on May 15, 2007.
1 Shelbyville Water and Sewer Commission on June 18, 2007.
0 Lexington-Fayette Urban County Council on July 10, 2007.

O Capital Community Economic and Industrial Development Authority of
Franklin County on July 19, 2007.
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Contact Information

Louisville Water Company
550 South Third Street
Louisville, KY 40202

Jim Smith

Infrastructure Planning Manager
502-569-3687 |
jsmith@lwcky.com

Greg Heitzman
President |
502-569-3681
gheitzman@Iwcky.com

Vince Guenthner
Government Affairs Manager
502-569-3640
vguenthner@Ilwcky.com

14
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Louisville Water Company
Presentation
to the Planning Committee
Lexington - Fayette Urban County Council
August 21, 2007



G692 OM1

‘7

Y

Y

Introduction

Securing a safe and reliable water supply is an important issue for
Central Kentucky.

Determining the source of this water supply needs to be resolved by
the water supply professionals, community and elected leaders of
Central Kentucky.

LWC has an unlimited source of supply in the Ohio River with enough
reserve capacity to supply the current and future water supply deficits
of Central Kentucky.

LWC is a low-cost component of a twin rivers solution for reliability
and drought protection for Central Kentucky.
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Central Kentucky Water Supply Needs

> Additional reliable source of supply by 2010.
> Additional capacity of 20 - 25 MGD.

> Low cost solution.



1692 OM1

The Louisville Pipeline Solution

The Scope of the Project:

> LWC proposes a 36-inch pipeline be built along Interstate 64 from
Jefferson County to Fayette County.

> LWC will invest $26 million to build the portion of the pipeline from
Jefferson County to Ky Hwy 563 in Shelby County.

v

The pipeline will provide wholesale water service to water providers
in Shelby County and Central Kentucky.



S

! L &)Y
—— TP $00 W V0 Sy W
gy et ——
e —
g tereo [ .
s L4
" 10— 5t —
N L —— I 2T .
Y 2P e SXWY O e
S L ———
\ Y 5 v 195 e N
BN I e T ) e
C LS w— Y L | et

~-

v
+

-\/\\

e s S b i
it 4 pempecbe o Ao 30,3 04

[SREBRI -

0006=,4 TWIS

2

NOLNTOS ANIM3did
HOARIHOD v

< AA N = V4

[ X

N7

f M,W

LWC 2698



6692 OM1

The Louisville Pipeline Solution

The Pipeline Capacity and Benefits:

Y

A7

A 36-inch pipeline has a design capacity of 23 MGD (5 feet per second) and
can carry up to 35 MGD (7.5 feet per second).

Pipelines have the ability to transfer greater flow volumes under emergency
and peak demand conditions.

Pipelines have a longer life of 75 to 100 years, compared to treatment
plants with 40 years.

Longer life assets are more cost effective to finance, build, operate,
maintain, and replace.

Pipelines connect communities and provide regional solutions along the
route.
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The Louisville Pipeline Solution

The Pipeline Cost:

ThI(F estimated construction cost to build the 36-inch pipeline is $82
million.

This cost was developed using 2005 cost estimates for pipelines
built in Jefferson County.

LWC has retained RW Beck Consultants to update the cost estimate
for 2007 using a consistent cost methodology.

RW Beck is also completing a detailed financial analysis of the
Louisville Pipeline and Pool 3 Treatment Plant Alternatives.

The RW Beck study will be complete in September, 2007 and made
available for public review and comment.
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“The Louisville Pipeline Solution

The Pipeline Funding Alternatives:

> LWC will build and fund a 36 inch pipeline to KY Hwy 53 in Shelby'
County at an estimated cost of $26 million.

> The portion of the pipeline from KY Hwy 53 to Fayette County can
be financed by: 3

Federal and state grants.

Contributions from participating water suppliers in Shelby County
and Central Kentucky.

Low interest loans from KLC, KACO, KIA or other governmental
agencies.

Financing from Louisville Water Company.
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The Louisville Pipeline Solution

The Louisville Cost of Water:

> LV\IIIC’s current wholesale water rate for 2007 is $1.71 per 1,000
gallons.

» Water rates are reviewed and adjusted annually by the LWC Board
of Water Works. |

- e
> Over the past 10 years, wholesale water rates have increased and_
average of 2 percent.

> Alternative wholesale water rates are available, based upon duration
of c_c:n;cract, minimum purchase, capacity reserved, and contributed
capital.
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Benefits of a Louisville Pipeline Solution

1. Provides an unlimited supply from the Ohio River.

}

%

N4

The Ohio River averages 90 billion gallons of water a day.

LWC uses an average of 0.13 billion gallons of water a day
(130 MGD).

LWC record pumping day is 205 MGD in 2005, less than 0.5%
of the available Ohio River supply.

Provides access to LWC's reserve production capacity.

10
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Benefits of a Louisville Pipeline Solution

2. Provides a low cost solution.

»  Pipelines cost less to construct than treatment plants.

»  Pipelines are scalable to increase flow during emergencies
and peak demand conditions.

»  Pipelines are long life assets lasting 75 to 100 years.

»  Pipelines have lower operating and maintenance costs.

11
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Benefits of a Louisville Pipeline Solution

4. Projectis attractive for grants and low interest loans.

»  Grants from Federal and State appropriations.

»>  Low interest loans from KLC, KACO, KIA and others.

13
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Benefits of a Louisville Pipeline Solution

5. Provides a reliable solution for Central Kentucky.

}

>

Long term drought protection.

Redundant and independent source of supply from Ohio River.

Interconnectivity for emergency use during natural and man-
made disasters.

Water supply through 2030 for planned and managed growth.

%@3 2.0%4%
Expandable source for water supply t .

14
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Contact Information

Louisville Water Company
550 South Third Street
Louisville, KY 40202

Jim Smith

Infrastructure Planning Manager
502-569-3687
jsmith@Ilwcky.com

Greg Heitzman
President
502-569-3681
gheitzman@lwcky.com

Vince Guenthner
Government Affairs Manager
502-569-3640

vguenthner@lwcky.com

15
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Louisville Water Company
Presentation
to the Planning Committee
Lexington - Fayette Urban County Council
August 21, 2007
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Introduction

Securing a safe and reliable water supply is an important issue for
Central Kentucky.

Determining the source of this water supply needs to be resolved by
the water supply professionals, community and elected leaders of
Central Kentucky.

LWC has an unlimited source of supply in the Ohio River with enough
reserve capacity to supply the current and future water supply deficits
of Central Kentucky.

LWC is a low-cost component of a twin rivers solution for reliability
and drought protection for Central Kentucky.
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Central Kentucky Water Supply Needs

» Additional reliable source of supply by 2010.
» Additional capacity of 20 — 25 MGD.

» Low cost solution.
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The Louisville Pipeline Solution

The Scope of the Project:

» LWC proposes a 36-inch pipeline be built along Interstate 64 from
Jefferson County to Fayette County.

» LWC will invest $26 million to build the portion of the pipeline from
Jefferson County to KY Hwy 53 in Shelby County.

» The pipeline will provide wholesale water service to water providers
in Shelby County and Central Kentucky.
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The Louisville Pipeline Solution

The Pipeline Capacity and Benefits:

> A 36-inch pipeline has a design capacity of 23 MGD (5 feet per second).

» A 36-inch pipeline has a maximum flow capacity up to 35 MGD (7.5 feet
per second).

> Other pipeline sizes are available.

Size Capacity Range Minimum Take or Pay
42 inch 31-47 MGD 6 MGD
36 inch 23 -35 MGD 5 MGD
30 inch 16 — 24 MGD 3MGD
24 inch 10 -15 MGD 2 MGD
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The Louisville Pipeline Solution

The Louisville Cost of Water:

> LV\IIIC’s current wholesale water rate for 2007 is $1.71 per 1,000
gallons.

» Water rates are reviewed and adjusted annually by the LWC Board
of Water Works.

» Over the past 10 years, wholesale water rates have increased an
average of 2.5 percent.

> Alternative wholesale water rates are available, based upon duration
of c_onltract, minimum purchase, capacity reserved, and contributed
capital.
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Benefits of a Louisville Pipeline Solution

1. Provides an unlimited supply from the Ohio River.

~  The Ohio River averages 90 billion gallons of water a day.

» LWC uses an average of 0.13 billion gallons of water a day
(130 MGD).

»  LWC record pumping day is 205 MGD in 2005, less than 0.5%
of the available Ohio River supply.

»  Provides access to LWC’s reserve production capacity.
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Benefits of a Louisville Pipeline Solution

2. Provides the low cost solution.

~  Pipelines cost less to construct than treatment plants.

- Pipelines are scalable to increase flow during emergencies and peak
demand conditions.

- Pipelines have lower operating and maintenance costs.
~  Pipelines are long life assets lasting 75 to 100 years.

»  Longer life assets are more cost effective to finance, build, operate,
maintain, and replace.

11
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Benefits of a Louisville Pipeline Solution

3. Provides regional solution.

~  The pipeline route along Interstate 64 provides water for
Shelby County and Central Kentucky.

~  The pipeline provides wholesale water service to the region’s
water suppliers for resale in and beyond their service area.

»  Regional solutions are endorsed by EPA, KIA, and the
Kentucky Division of Water.

12
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Benefits of a Louisville Pipeline Solution

4. Projectis attractive for grants and low interest loans.

»  Grants from Federal and State appropriations.

»  Low interest loans from KLC, KACO, KIA and others.

13
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Benefits of a Louisville Pipeline Solution

5. Provides a reliable solution for Central Kentucky.

» Long term drought protection.

X

~ Interconnectivity for emergency use during natural and man-
made disasters.

~ Water supply through 2030 for planned and managed growth.

» Expandable source for water supply beyond 2030.

Redundant and independent source of supply from Ohio River.

14
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Contact Information

Louisville Water Company
550 South Third Street
Louisville, KY 40202

Jim Smith

Infrastructure Planning Manager
502-569-3687
jsmith@lwcky.com

Greg Heitzman
President
502-569-3681

gheitzman@Iwcky.com

Vince Guenthner
Government Affairs Manager
502-569-3640
vguenthner@Ilwcky.com
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