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RATES AND CHARGES

4, Rates and Payments

LWC agrees to charge LWC’s wholesale rate identified in Rule 6.03 of the Board

of Water Works Rules and Regulations of $1.38 plus $.25 elevated service area

surcharge for a total of $1.63 per thousand gallons of water, plus a flat monthly

service charge of $159.30 per month. This wholesale rate will increase, effective

May 1, 2007, to $1.44 plus $.27 elevated service area surcharge for a total of $1.71
per thousand gallons of water, plus a flat monthly service charge of $169.50 per
month. The parties acknowledge that LWC’s wholesale water rate may be adjusted
annually by the Board of Water Works. The parties further acknowledge that LWC
currently forecasts an increase of not more than eleven cents ($.11) per thousand

gallons of water for 2008 wholesale water rate, as well as periodic increases in the

elevated service area surcharge. NNWD and LWC acknowledge the LWC wholesale

rate is determined by LWC’s rate-making methodology, and that LWC’s rate-making

methodology is a reasonable basis for the annual rate adjustments both NNWD and LWC

expect during the term of this wholesale water contract. That methodology requires

that the wholesale rate be determined by allocating the following components:

a) Operating Expenses:
b) Depreciation Expenses:
c) Return on Plant Investment:

Less expenses common to only retail customers.
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