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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of 

Electronic Application of Bluegrass Water 
Utility Operating Company, LLC for an 
Adjustment of Rates and Approval of 
Construction 

) 
) 
) 
) 

Case No. 2020-00290 
 

 

Response to  
Joint Intervenors’ Supplemental Data Requests 

 
 Applicant Bluegrass Water Utility Operating Company, LLC (hereinafter “Bluegrass”), 

herewith submits its response to the Joint Intervenors’ Supplemental Data Requests.  A signed, 

notarized verification for this Response appears on the following page.  The undersigned counsel 

is responsible for any objection noted for a particular response.  

Respectfully Submitted, 

  /s/ Kathryn A. Eckert  
Katherine K. Yunker 
Kathryn A. Eckert 
McBrayer PLLC 
201 East Main St., Suite 900 
Lexington, KY 40507 
(859) 231-8780 
kyunker@mcbrayerfirm.com 
keckert@mcbrayerfirm.com 

Counsel for Bluegrass Water Utility Operating 
Company 

 

 

 

 



VERIFICATION 

STATE OF MISSOURI 

COUNTY OF ST. LOUIS 

) 
) 
) 

I, Mike Duncan, Vice President of Central States Water Resources, Inc., the manager of 

Applicant Bluegrass Water Utility Operating Company, LLC being duly sworn, state that I pre­

pared or supervised the preparation of the following responses to Joint Intervenors' Supplemen­

tal Data Requests, and that the matters and things set forth in the responses are true and correct to 

the best of my knowledge, information and belief formed after reasonable inquiry. 

Subscribed and sworn to this "3th day of March 2021, before me a Notary Public in and 

before said County and State. 

~~= 
:•: ~ ':•: November 13, 2022 
~. SfAl;,.A,: Sl Louis County 

(SEAL) ·,'J(w,·~~-· r.onmss1on#14631487 

My Commission expires: \ V\ ?/a.c;:;?;;i. 
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Request 

1. Refer to your response to Staff DR-02-002. Please provide a copy of any depreciation
study that was used to develop the depreciation rates upon which Bluegrass’s
depreciation rates are based.

Response 

No depreciation study was used to develop Bluegrass Water's proposed depreciation rates.   
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Request 

2.  Refer to the letter to Mr. Wes Dement that begins on page five (5) of forty (40) of 
Bluegrass’s Attachment 2-PSC-03. Please provide a copy of the referenced “status report 
detailing improvements and whether process changes are required” for the LH system. 

 
Response 

Please see the Excel workbook/spreadsheet titled “2-PSC-03_January2021-KY-

SystemStatus.xlsx” listed at the end of the 2 PSC 03 response and provided as part of 

Bluegrass Water’s responses to the Staff’s Second Request for Information. 
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Request 

3.  Refer to Bluegrass’s “January 2021 KY System Status.xlsx.” Explain why there are no 
entries for Arcadia Pines, Carriage Park, Marshall Ridge and Randview. 

 
Response 

This update was prepared at the request of the EEC for the systems under Agreed Orders 

with the EEC/DEP.  The four systems referenced in the request are not included in the agreed 

orders and therefore would not have been included in this update.  
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Request 

4. Confirm whether Bluegrass seeks to capitalize its recovery of Construction Design and
Investigative services expense.

Response 

Bluegrass Water intends to capitalize and seek recovery of Construction Design and 

Investigative services expense.   
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Request 

5. Refer to Bluegrass’s ConstructionDesign_and_InvestigativeServicesCostsSummary.xlsx”:

a. Please confirm whether any of the work was performed by a company that is an
affiliate or under common ownership with Bluegrass.

b. Please confirm how the firms providing the services were selected and retained.

c. Please describe the purpose of the work labeled as “surveying.”

d. Please describe the nature of expenses that are classified as “other construction/design
services.”

Response 

a. None of this work was performed by a company that is an affiliate or under common

ownership with Bluegrass.

b. We evaluated engineering companies and selected a contract engineering firm that is

licensed in Kentucky and has experience with water and wastewater projects of similar

scale and scope.  All other contractors involved in the project were subcontracted to this

engineering firm and were secured by that firm.

c. Surveying must be conducted to evaluate and map each system (especially where system

maps are not available), complete the titling and easement processes involved in closing

on and operating systems, properly evaluate sites for engineering design of

improvements, set up billing, etc.

d. The nature of the expenses in the “other construction/design services” include other

investigative efforts executed in the planning stages of the projects conducted at each site.

The exact tasks vary from site to site and include items like smoke testing, camera

investigation of sewer lines, soils testing, structural evaluation, sludge depth and

profiling, evaluation of regulatory compliance history and interaction, etc.  All of these
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are tasks required to properly plan, design, permit, and schedule construction of 

improvements at each site.  
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Request 

6. Refer to Bluegrass’s response to Staff DR-02-011(a). Please identify the Directors of
CSWR by name.

Response 

The Directors of CSWR are as follows:  

 Josiah Cox

 John Rigas

 Daniel Standen

 Tom Rooney
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Request 

7. Refer to Bluegrass’s response to Staff DR-02-028. Please identify the criteria by which a
contractor would be “pre-qualified” to bid on project.

Response 

Potential contractors must have experience with comparable water and/or wastewater 

projects, meet the minimum insurance requirements as determined by the scope of the 

projects being bid on, and be properly licensed in the state of Kentucky. The contractor also 

must express a willingness to comply with all Bluegrass’s requirements and service 

standards, similar to those specified in Exhibit TT-2 appended to the pre-filed direct 

testimony of Todd Thomas. 
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Request 

8. Refer to Bluegrass’s response to AG-DR-02-008(b). Please provide any and all
information upon which you rely to support your answer.

Response 

As stated in its response to 2 AG 08, Bluegrass has not performed any studies to confirm 

whether the services provided by CSWR, LLC are priced no greater than market cost, but 

believes that the cost of services provided by non-affiliated vendors on a stand-alone basis 

would be more based on past experience. 
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Request 

9.  Refer to Bluegrass’s response to AG-DR-02-008(a) and AG-DR-02-009. Please explain 
how Bluegrass allocates costs “in compliance with Bluegrass’s existing cost allocation 
methodology,” but has no cost allocation manual. 

 
Response 

As stated in the direct testimony of Bluegrass witness Brent Thies (pg 11, lines 1-22), the 

policy and methodology used by CSWR, LLC and Bluegrass Water involve allocating 

indirect general and administrative costs to subsidiaries using the Massachusetts allocation 

method.  Direct costs are directly assigned to the affiliate for which the costs are incurred.   

The Massachusetts Formula allocates overhead costs using an average of three ratios: (1) the 

regulated utility affiliate’s gross operating revenues to total consolidated gross operating 

revenues; (2) the regulated utility affiliate’s gross property, plant, and equipment to total 

consolidated gross property, plant, and equipment; and (3) the regulated utility affiliate’s 

gross payroll (or direct labor costs) to total consolidated gross payroll. Overhead costs are 

allocated to the affiliate based on the average of the three accounting items stated in the 

previous sentence. For purposes of this calculation, the three averages are weighted equally.  
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Request 

10. Refer to Bluegrass’s response to AG-DR-02-009. Please identify what “financial 
resources” are necessary to prepare a cost allocation manual. 

 
Response 

“Financial resources” refers to costs that would be incurred to prepare a cost allocation 

manual (CAM), including all employee-related expense and any consulting expense that 

CSWR, LLC would incur to prepare the CAM.  CSWR, LLC believes there is little, if any, 

corresponding benefits to the costs that would be incurred to create a CAM for Bluegrass 

Water. No other jurisdiction where a CSWR affiliate provides water or wastewater service 

currently requires a formal CAM.  Should that requirement be imposed on Bluegrass, the 

expense would directly charged to that company.      

Currently, all costs CSWR, LLC incurs solely for Bluegrass Water are directly charged to 

Bluegrass Water. Costs CSWR, LLC incurs to serve all its operating affiliates – i.e., indirect 

overhead costs – are allocated using the Massachusetts Method for cost allocation. As more 

fully described in the response to 2 INT 09, the Massachusetts Method uses three standard 

inputs and averages a share of each input to each operating affiliate.   
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Request 

11. Please state whether any other affiliate operating company of Bluegrass has a cost
allocation manual.

Response 

No affiliate of Bluegrass Water has a cost allocation manual.   
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Request 

12. Refer to Bluegrass’s response to Joint Intervenor-DR-01-003. Please provide the audited 
balance sheet, and consolidated financial statement for Bluegrass Water Holding 
Company, LLC for the year ending December 31, 2020. If the audited version is not yet 
available, consider this a continuing request. 

 
Response 

Please see the attachment labeled KY2020-00290_BW_0662 to KY2020-00290_BW_0684 

for the redacted 2020 audited financials of CSWR, LLC.1  These audited financial statements 

are for CSWR, LLC consolidated with all its subsidiaries, which includes Bluegrass Water 

Utility Operating Company, LLC (“UOC”).  There is no audited balance sheet or 

consolidated financial statement for Bluegrass Water Utility Holding Company, LLC, 

because it is consolidated with UOC and is a disregarded entity for tax purposes.  Please refer 

to the response to 1 PSC 29, including the referenced Excel file, for balance sheets as of 

December 31, 2020, for UOC and Kentucky CSWR, LLC. 

 

 
1 A copy of the unredacted attachment has been filed under seal with a concurrently-filed Motion seeking 
confidential treatment for this document. 
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Request 

13. Refer to Bluegrass’s response to Joint Intervenor-DR-01-005. Please identify any actual
or potential conditions any prospective lender has, or is anticipated to, impose with
regard to the outcome of this rate case.

Response 

The term sheet/offer related to proposed permanent financing for Bluegrass Water contains 

no condition expressly related to the outcome of this rate case.  However, because pro forma 

financial data provided to the potential lender included projections related to Bluegrass 

Water’s current and future rate cases, and because any loan would be contingent on a re-

presentation that Bluegrass Water has experienced no material adverse change to its finan-

cial condition, a negative rate case outcome could adversely affect the company’s ability to 

secure debt financing and/or the interest rate for such financing. 
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Request 

14. Please state whether Bluegrass’s capitalization should be imputed for ratemaking
purposes to something less than its current actual capitalization of 100% equity?

Response 

Bluegrass Water has proposed a hypothetical capital structure of 50% equity and 50% debt 

for ratemaking purposes.  
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Request 

15. Please identify whether Midwest Water Operations, LLC, served any water or wastewater
systems in Kentucky prior to entering into agreements for systems owned by Bluegrass.

Response 

To Bluegrass Water’s knowledge, Midwest Water Operations, LLC, did not serve any water 

or wastewater systems in Kentucky prior to entering into agreements for Bluegrass systems. 
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