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Ky. PSC No. 2021-00265
Response to 1 PSC 07
Witness: B. Thies

Page 1 of 1

Request

7. Provide all estimates prepared by or on behalf of Bluegrass Water as to the value of any
assets of Darlington Creek.

Response

Please see the redacted Appraisal Report attached as KY2021-00265 BW_ 0035 to BW 0089

and the redacted Asset Valuation Report attached as KY2021-00265 BW_0090 to

BW 0118.!

! A highlighted unredacted copy has been submitted under seal with a concurrently-filed Motion for Confidential
Treatment.
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Valbl'idqe DARLI NGTON CREEK HO,

BROPERTY ADVISORS CITY AND NEI GHBORHOOD AN/

Demographics

Radius (Miles)

Source: ESRI (ArcGlIS) (Lat: 38.851988, Lon: -84.388579)

Nui sances & External Obsol escence
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Valbl'idge DARLINGTON CREEK HOA

PROBERTY ADVICORS CITY AND NEIGHBORHOOD ANALYSIS

Neighborhood Life Cycle

Immediate Area Uses

IMMEDIATE AREA USES

Source: Google Maps

Analisis and Conclusions
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Valbl'idge DARLINGTON CREEK HOA

PROPERTY ADVISORS SITE DESCRIPTION

Site Description

Site Characteristics

Flood Zone Data

Zoning Designation
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Valbl'idge DARLINGTON CREEK HOA

PROPERTY ADVISORS SITE DESCRIPTION

TAX/PLAT MAP
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Valbl'idge DARLINGTON CREEK HOA

PROPERTY ADVISORS SITE DESCRIPTION

SERVICE AREA MAP
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Valbl'idge DARLINGTON CREEK HOA

PROPERTY ADVISORS SITE DESCRIPTION

FLOOD MAP
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PROPERTY ADVISORS SITE DESCRIPTION

ZONING MAP
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Subject Photographs
Subject Site View
Subject View
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PROPERTY ADVISORS SUBJECT PHOTOGRAPHS

Subject View

Subject View
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Highest and Best Use

Analysis of Highest and Best Use As Though Vacant

Lela |Permss e

Physically Possible

Financially Feasible

Maximally Productive

Conclusion of Highest and Best Use As Though Vacant

Most Probable Buyer
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Valbl'idge DARLINGTON CREEK HOA

PROPERTY ADVISORS LAND VALUATION

Land Valuation

Methodolo

Unit of Comiarison

Elements of Comparison

Comparable Sales Data
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Valbrid e DARLINGTON CREEK HOA
PROPERTY RDVIg)RS LAND VALUATION

Land Sales Summary

Sales Data
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Valbl'idge DARLINGTON CREEK HOA

PROPERTY ADVISORS LAND VALUATION

COMPARABLE SALES MAP
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Valbl'ld ge DARLINGTON CREEK HOA

PROPERTY ADVISORS LAND VALUATION

Land Sales Comparison Analysis

Elements of Comparison
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. Valbl'ldge DARLINGTON CREEK HOA

PROPERTY ADVISORS LAND VALUATION

Summary of Adjustments
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@ Flinn Engineering, LLC
1 11216 Neumann Lane
Highland, lllinois 62249

» » 618-550-8427

engineering ksimpson@flinnengineering.com

December 3, 2021

Jacob Freeman, PE

Director, Engineering

Central States Water Resources
1650 Des Peres Rd., Suite 303
St. Louis, MO 63131

Re:  Asset Valuation Report
Darlington Creek Homeowners Association Wastewater System

Dear Mr. Freeman:

Flinn Engineering, LLC has completed the valuation of the assets owned by the Darlington Creek
Homeowners Association for the Darlington Creek Subdivision in Alexandria, KY. The purpose
of this report is to estimate the value of the assets at the time the system was placed in service
and estimate the depreciated book value of the assets.

Summa

Table 1 — Wastewater Systems Estimated Installation Cost and Depreciated Book Value

KY2021-00265_BW_0090 (redacted)



Mr. Jacob Freeman
Page 2 | December 3, 2021

Available Information/Assumption

Available Information

Assumptions

KY2021-00265_BW_0091 (redacted)



Mr. Jacob Freeman
Page 3 | December 3, 2021

Table 2 — Estimated Installation Cost for Wastewater Assets in 2021

Notes:
1 - Info/Assumption number refers to list above.

Table 3 - Wastewater Assets Estimated Original Installation Cost

Depreciated Value

KY2021-00265_BW_0092 (redacted)




Mr. Jacob Freeman
Page 4 | December 3, 2021

Table 4 — Depreciation Periods

We appreciate the opportunity to assist you on this project. If you have any questions, please let
me know.

incerely,
Swim

Kelly A. Simpson, PE, LEED® AP
Owner

Enclosures:

Appendix A — Available Information

Appendix B — PSC Depreciation Rate Schedules
Appendix C — Depreciation Calculation

KY2021-00265_BW_0093 (redacted)



Civil Engineering Civil Site Design

GIS Mapping Construction Support

Potable Water D E S‘ G N Transportation

Wastewater Treatment Wastewater Collection

Darlington Creek Homeowners Association, Inc. — Darlington Creek

WWTP KY0105325
Alexandria, Kentucky
Engineering Memorandum
Date: September 15, 2021

Introduction

Existing Flows and Loadings and Projections

Permit Limitations and Historical Compliance Performance

1351 Jefferson St., Suite 301
Washington, MO 63090 CONFIDENTIAL TO CSWR 636-432-5029

KY2021-00265_BW_0094 (redacted)



Civil Engineering Civil Site Design

GIS Mapping Construction Support

Potable Water D E S‘ G N Transportation

Wastewater Treatment Wastewater Collection

Wastewater Treatment Facility Existing Conditions

1351 Jefferson St., Suite 301
Washington, MO 63090 CONFIDENTIAL TO CSWR 636-432-5029

KY2021-00265_BW_0095 (redacted)



Civil Engineering Civil Site Design

GIS Mapping Construction Support

Potable Water D E S‘ G N Transportation

Wastewater Treatment Wastewater Collection

Functionality of the Existing System

Wastewater Treatment Facility Recommended Improvements

1351 Jefferson St., Suite 301
Washington, MO 63090 CONFIDENTIAL TO CSWR 636-432-5029
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Civil Engineering Civil Site Design

GIS Mapping Construction Support

Potable Water D E S‘ G N Transportation

Wastewater Treatment Wastewater Collection

Wastewater Collection System Understanding

Wastewater Collection System Recommended Improvements

1351 Jefferson St., Suite 301
Washington, MO 63090 CONFIDENTIAL TO CSWR 636-432-5029

KY2021-00265_BW_0097 (redacted)



Civil Engineering Civil Site Design
GIS Mapping 2 Construction Support
Potable Water D E S G N Transportation
Wastewater Treatment Wastewater Collection

Total Project Cost Estimate

DARLINGTON WASTEWATER PLANT - NARUC

1351 Jefferson St., Suite 301
Washington, MO 63090 CONFIDENTIALTO CSWR 636-432-5029

KY2021-00265_BW_0098 (redacted)



Civil Engineering Civil Site Design

GIS Mapping Construction Support

Potable Water D E S‘ G N Transportation

Wastewater Treatment Wastewater Collection

APPENDIX

Influent Tank with Bar Screen (Left) and
Anaerobic Digester (Right)

Aeration Tank (Left) and Clarifier with
Ductweed (Right)

1351 Jefferson St., Suite 301
Washington, MO 63090 CONFIDENTIAL TO CSWR 636-432-5029
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Civil Engineering Civil Site Design

GIS Mapping Construction Support

Potable Water D E S‘ G N Transportation

Wastewater Treatment Wastewater Collection

Treatment Plant w/Blower and
Filter Building in Background

Chlorine Tablet Feeder

1351 Jefferson St., Suite 301
Washington, MO 63090 CONFIDENTIAL TO CSWR 636-432-5029
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Civil Engineering Civil Site Design

GIS Mapping Construction Support

Potable Water D E S‘ G N Transportation

Wastewater Treatment Wastewater Collection

Dechlorination Tablet Feeder (Bottom)

Tertiary Filter and Control Panel

1351 Jefferson St., Suite 301
Washington, MO 63090 CONFIDENTIAL TO CSWR 636-432-5029
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United States Office of Water EPA 832-F-00-016
Environmental Protection Washington, D.C. September 2000
Agency

Wastewater
Technology Fact Sheet
Package Plants
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Terre Du Lac Utility Company

DEPRECIATION RATES
(SEWER)

SR-2014-0105

KY2021-00265_BW_0115 (redacted)



P.C.B., Inc.

SCHEDULE of DEPRECIATION RATES
(SEWER Class C & D)

SR-2014-0068 Attachment D

Attachment D
KY2021-00265 BW_0116 (redacted)



Rogue Creek Sewer
Interim Rate Case
SR-2013-0435
Test Year Ending 12-31-2012
Depreciation Expense - Sewer

Accounting Schedule:06
Sponsor: Paul R. Harrison
Page: 1 of 1

KY2021-00265_BW_0117 (redacted)




Darlington Creek Subdivision Appendix C
Asset Value Report December 3, 2021
Depreciated Value

Page 1 of 1

KY2021-00265_BW_0118 (redacted)






Bluegrass Water Utility Operating Company

Purchase/Acquisition Assets Purchase Price

Date of Valuation Used
System: Darlington Creek HOA In-Service Date

Estimated title fees/closing cost

this is an HOA, no regulatory annual reports are available

Acct Name Acct # Plant Balance Dep % AccDe Dep Exp AccDep-12/31/2021 NBV-12/31/2021
Total

Journal Entry to transfer In-Service assets post isition

Acct Name Acct # Debit Credit Note

Utility Plant Purchased
Land & Land Rights

KY2021-00265_BW_0119



Ky. PSC No. 2021-00265
Response to 1 PSC 09
Witness: B. Thies

Page 1 of 1

Request

9. Explain how Bluegrass Water intends to fund any projects listed in the engineering report
attached to the Application.

Response

Bluegrass Water’s global and long-term plan is to fund the work to repair, replace and
improve the acquired systems with debt financing. For now, Bluegrass Water has secured the

commitment of equity capital through its parent company to fund the projects listed in the

previously-produced engineering report.



Ky. PSC No. 2021-00265
Response to 1 PSC 10
Witness: J. Freeman
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Request

10. State whether Bluegrass Water currently anticipates the need, within the next five years,
for any capital projects that are not listed in the engineering report attached to the
Application, to serve the Darlington Creek customers. If so, provide an itemized list of
the capital projects that Bluegrass Water has identified that it will construct at the
Darlington Creek wastewater facilities. For each such project include the reason for the
project, the cost to construct each project, and the source of funding used for each project.

Response

At this time Bluegrass Water does not anticipate any additional capital projects in the next

five years beyond what was documented in the previously-produced engineering report.



Ky. PSC No. 2021-00265
Response to 1 PSC 11
Witness: M. Duncan
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Request

11. Provide an update regarding Bluegrass Water’s efforts to obtain debt financing, including
when Bluegrass Water experts to request approval from the Commission for the same.

Response
Bluegrass Water had initially anticipated filing for financing approval to obtain debt
financing earlier in 2021. To this effect, Bluegrass Water filed its Notice of Election of Use
of Electronic Filing Procedures on March 8, 2021, in Case No. 2021-00128, and further gave
notice of its intent that Bluegrass Water would be filing its Application by April 7, 2021. In
its Notice re Status of Proposed Application filing on April 13, 2021, Bluegrass Water
indicated that orders issued by the Commission in then-pending rate-adjustment case, No.
2020-00290, may affect the ability of this financing case to continue. The entry of the
Commission’s final order on August 2, 2021, in 2020-00290 did negatively affect Bluegrass
Water’s ability to obtain the financing anticipated in this matter, and delayed attempts to
obtain said financing. At this time, Bluegrass Water anticipates filing an application for

approval of financing pursuant to KRS 278.300 in the first quarter of 2022.



Ky. PSC No. 2021-00265
Response to 1 PSC 12
Witness: M. Duncan
Page 1 of 1

Request

12. Provide Explain whether the Darlington Creek Homeowners Association, Inc. is currently

governed by the residents of the subdivision, the developer of the subdivision, or some
other persons or entities.

Response

Darlington Creek Homeowners Association, Inc. is currently governed by the residents of the

subdivision, with Towne Properties as the management company.



Ky. PSC No. 2021-00265
Response to 1 PSC 13
Witness: M. Duncan
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Request

13. Describe the role of Donald Misrach with the Darlington Creek Homeowners
Association, Inc.

Response

Donald Misrach was the developer of the subdivision and previously president of Darlington
Creek Homeowners Association, Inc (the “HOA”). His association with the HOA recently

ended. At this time, the HOA is governed by the residents of the subdivision, with Towne

Properties as the management company.



Ky. PSC No. 2021-00265
Response to 1 PSC 14
Witness: B. Thies

Page 1 of 1

Request

14. Provide a copy of Central States’ and CSWR, LLC’s cost allocation manual and any other
written procedures that describe the methodology Central States and CSWR, LLC use to
allocate costs among each of their subsidiaries, including any non-utility subsidiaries and
out of state subsidiaries.

Response
Bluegrass Water, and its parent company, CSWR, LLC, have not created a formal cost
allocation manual to date. CSWR, LLC has no non-utility subsidiaries but has utility
operating companies in addition to Bluegrass Water that operate in other states. While nearly
all operating costs are expensed directly to the individual utility operating companies, some
costs are expensed to CSWR, LLC in order to take advantage of scale for cost efficiencies.
For any cost expensed to CSWR, LLC, an assessment is done to find and utilize the most
direct cost allocation base that is available. For certain costs, no direct allocation base is
available. These costs are related to various administrative functions including accounting,
human resources, information technology, executive administration and legal services. These
indirect costs are allocated using a three-factor methodology based on the Massachusetts
method for cost allocation. Those three factors are revenue, operating costs and utility plant.
A cost allocation policy and manual is part of the future plans of Bluegrass Water and the
CSWR, LLC finance and accounting department, but no date for completion can yet be

estimated.









Ky. PSC No. 2021-00265
Response to 1 PSC 16
Witness: J. Freeman
Page 1 of 1

Request

16. Irrespective of whether an official study has been conducted, state whether Bluegrass
Water or Darlington Creek has obtained an estimate of the cost to connect to the facilities
of another sewer provider, regardless of whether it is the closest. If so, provide that
estimate, explain the circumstances under which it was obtained, and state why it was
decided not to connect to the system.

Response

Bluegrass Water has not obtained any studies or estimates of the cost to connect to the
facilities of another sewer provider. Please see the response to 1 PSC 15 for estimates of the
relative cost of connecting to facilities of the two nearest sewer providers, and why that

would not be cost effective.
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