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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of 

Electronic Proposed Acquisition of Waste-
water System Facilities by Bluegrass 
Water Utility Operating Company, LLC  

) 
) 
) 
) 
 

No. 2021-00265 
 

 

Bluegrass Water’s Response to Staff’s First Request for Information 

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

herewith submit its Response to the Commission Staff’s First Request for Information.  Signed, 

notarized verification for these Response appears on the following pages.  The undersigned 

counsel is responsible for any objection noted for a particular response.  

Respectfully submitted, 

/s/  Kathryn A. Eckert  

Katherine K. Yunker 
kyunker@mcbrayerfirm.com 
Kathryn A. Eckert 
keckert@mcbrayerfirm.com  
MCBRAYER PLLC 
201 East Main Street; Suite 900 
Lexington, KY 40507-1310 
859-231-8780 
fax: 859-231-1175 

Counsel for Bluegrass Water Utility Operating 
Company 

 

 



Bluegrass Water Utility Operating Company, LLC 

Verification 

I, Aaron Silas, Regulatory Case Manager of Central States Water Resources, Inc., the 

manager of Applicant Bluegrass Operating Company, LLC being duly sworn, state that I 

prepared or supervised the preparation of the following responses to PSC's First Request for 

Information, 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. 

th 
Aaron Silas 

STATE OF MISSOURI ) 

COUNTY OF9t-. lu.M~ ) 

".l. d Q.cQJ'r-!.cal\ 
Subscribed, sworn to, and acknowledged thisv __ day of __ , 2021, before me, a 

Notary Public in and before said County and State. 

My Commission expires: \ \/ l3/P..w:;;;;).._ 

{seal} 
MERANDAK. KEUBLER 
My Commission Expires 

November 13, 2022 
St. Louis County 

Conmssion #14631487 

NOTARY PUBLIC 
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Request  
1.  Refer to the Application, paragraph 13. State whether the agreement requires the sellers to 

maintain any cash or other assets to settle any liability that arose prior to the transfer. If 
so, identify those provisions. If not, explain how the sellers could settle any liabilities that 
arose prior to the transfer that were known prior to the transfer or not known until after 
the transfer.  

 
Response 

The Agreement provided as Exhibit F to the Application does not require the seller to 

maintain any cash or other assets to settle any liabilities that arise prior to the transfer. 

Through its due diligence processes, Bluegrass Water investigates whether any liens or 

encumbrances are associated with the assets to be acquired, and then works with the seller to 

clear all encumbrances at or prior to closing. 
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Request  
2. Refer to the Application at paragraph 12, which states that Central States Water Resour-

ces, Inc. (Central States) entered into an Agreement for the sale of the wastewater system 
currently owned by Darlington Creek Homeowner’s Association, Inc. (Darlington 
Creek).  Provide a detailed explanation as to why Central States and Darlington Creek are 
not parties to this instant case.  

 
Response 

Bluegrass Water is the only Applicant in this instant case because it provides sewer 

service to the public and the only obligation under KRS 278.010 et seq. falls on 

Bluegrass Water as a result.  Darlington Creek’s sewer facilities are not presently used to 

provide service “for the public” within the meaning of KRS 278.010(3)(f).  It is therefore 

not a “utility” which must seek Commission approval before transferring its facilities. 

KRS 278.020(1) requires that, “[N]o person, partnership, public or private corporation, or 

combination thereof shall commence providing utility service to or for the public or begin 

the construction of any plant, equipment, property, or facility for furnishing to the public 

any of the services enumerated in KRS 278.010 … until that person has obtained from 

the Public Service Commission a certificate that public convenience and necessity require 

the service or construction.”  Bluegrass Water is the only “utility” under the jurisdiction 

of the Commission involved in this transaction – therefore triggering KRS 278.020(1)’s 

requirement that it apply for a certificate to provide service to the public in its acquisition 

of the Darlington Creek assets.  See, e.g., Case No. 2020-00028, Application by 

Bluegrass Water Utility Operating Company, LLC of Wastewater System Facilities and 

Subsequent Tariffed Service to Users Presently Served by Those Facilities, 6/19/20 Order 

pp. 13-14. 
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Request  
3.  Provide an itemized breakdown of the annual operation and maintenance expenses 

Bluegrass Water expects to incur for Darlington Creek. 

 
Response 

Please see the table below for an itemized breakdown of expected annual operations and 

maintenance expenses. 

 

Darlington Creek Expense Breakdown $ 
--

Sewer - Cont ract Operat ions $ 42,724.24 

Sew,er - Elect ric Ut ilit ies $ 4,233.56 

Sewer - Chemica ls $ -

Se\1iler - Misc Operations $ -

Sewer - Purchased Treat ment $ -
Sewer - M ainten.anoe $ 3,500 .. 00 

Sewer - Sludge Hauling $ 5,000.00 

Sewer - M owing & iG rounds M aintenance $ 6,68:0..00 

Sewer - l esting $ 2,820.00 
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Request  

4.  Provide a copy of Darlington Creek’s balance sheet, income statement, and state of 
retained earnings for the 12-month period ending December 31, 2020.  If such documents 
are not available for the period ending December 31, 2020, provide them for the most 
recent period for which they are available.  

 
Response 

Please see the financial information provided by Darlington Creek, attached as KY2021-

00265_BW_0001 to BW_0004 .  



Balance Sheet (Cash) 1/11/2021 
Darlington Creek Sewer District (9799) 
December 31, 2020 

Operating Reserves Total 
ASSETS 

Cash - Operations 
110100.0000 Cash - Operating Acct 6.634.01 0.00 6,634.01 
110100.0200 Cash Checking- 5th 3rd 90.00 0.00 90.00 

Total Operating Funds 6,724.01 0.00 6,724.01 

Cash for Reserves 
112001.0000 Cash - Reserve Acct 0.00 21,491.76 21,491.76 

Total Reserves Funds 0.00 21,491.76 21,491.76 

Total CurrentAssets 6.724.01 21,491.76 28,21$.77 

Total Assets 6,724.01 21,491.76 28,215 .77 

LIABILITIES 

EQUITY 

Owners Equily 4,768.73 0.00 4,768.73 
Current Year Income/(Loss) 1,955.28 0.00 1,955.28 
Replacement Reserve Prior Years 0.00 15,852.77 15,852.77 
Replacement Reserve Current Year 0.00 5,638.99 5,638.99 

ToulEquity 6,724.01 21,491.76 28,215 .77 

Total Liabilities and Owners Equity 6,724.01 21,491.76 28,215.77 



Cash Basis Income Statement 
Darlington Creek Sewer District (9799) 

Page 1 For the period ending December 31, 2020 
1 ,, 1 '3031 

MTD MTD MTD YTD YTD YTD Annual 
Account Account Name Actual Budget $ Variance Actual Budget $ Variance Bud(>et 

Operating Income 
601350.0000 Prepaid 140.40 0.00 140.40 (823.75) 0.00 (823.75) 0.00 
603820.0000 HOA Late Fees 30.00 0.00 30.00 955.00 0.00 955.00 0.00 
604000.0000 Bad Check Charge 0.00 0.00 0.00 75.00 0.00 75.00 0.00 
604400.0000 Sewer Assessment Income 3,279.00 2.968.37 310.63 42,335.17 35,620.00 6.715.17 35,620.00 

Sub-total Income 3,449.40 2,968.37 481.03 42,541.42 35,620.00 6,921.42 35,620.00 

681500.0000 Reserve F1mding (467.00) (463.00) (4.00) (5,604.00) (5,600.00) (4.00) (5,600.00) 

Total Operating Income 2 982.40 2,505.ll. 477.03 36,937.42 301020.00 6,917.42 30,020.00 

Operating Expenses 

Utilities 
610100.0000 Electric 585 .23 637.50 52.27 8,287.38 7,650.00 (637 .38) 7,650.00 
610300.0000 Water/Sewer 28.06 25.00 (3.06) 322.96 300.00 (22.96) 300.00 
610400.0000 Sewer 1,840.00 1,625.00 -· __ (215.00) 20,833 .00 19,500.00 (1.333.00} 19,500.00 

Total Utilities 2,453.29 2,287.50 (165 .79} 29,443.34 7,7 ,450.00 {l,.99334l_ 27,450.00. 

Maintenance 
630100.0000 Service Tech Payroll 0.00 0.00 0.00 0.00 45.00 45.00 45.00 

Total Maintenance 0.00 0.00 0.00 0.00 45.00 45.00 45.00 

Grounds Care 
620300.0000 Grounds Labor 0.00 0.00 0.00 0.00 100.00 100.00 100.00 

Total Grounds Care 0.00 0.00 0.00 - ··--~ 100.00 100.00 100.00 

Administrative Expense 
660200.0000 Legal 0.00 166.63 166.63 0.00 2,000.00 2,000.00 2,000.00 
660500.0000 Misc Administrative Expense 503 .72 37.00 (466.72) 962.05 400.00 (562.05) 400.00 
661900.0000 Bad Debt Expense 0.00 0.00 0.00 767.28 0.00 (767 .28) 0.00 
68) 100.0000 Real Estate Taxes 0.00 0.00 0.00 1,809.47 0.00 (1,809.47) 0.00 
681400.0000 Insurance 0.00 0.00 0.00 2,000.00 0.00 (2,000.00) 0.00 

Total Administrative 503 .72 203.63 . (300.09) 5,538.80 2,400.00 ___ Q,138.80) 2,400.00 

Total Operating Expenses 2,957.01 - . __ _yJ .!.:.!l.. (465.88 ) 34,982.14 29,995.00 (4,987.14} 29,995.00 

Net Operating Income/(Loss) 25.39 14.24 11.15 1,955.28 25.00 1,930.28 25.00 

Net Income/(Loss) 25 .39 14.24 11.15 1 955.28 25.00 1,930.28 25.00 



Account 

Contingency Fund Expense 
Fence (Vinyl) Expense 
Structural Expense 

Interest Income 

Capital Reserve Summary Report 
Darlington Creek Sewer District (9799} 

Books= Cash 
For the period ending December 31, 2020 

Last Year Ending 
Account# Balance 

Prior Month 
Balance 

Current Month 
Receipts 

870000.4210 15,056.00 20,193.00 467.00 
870000.4302 24.00 24.00 0.00 
870Q00.4730 420.00 420.00 0.00 

Sub-Total: 15,500.00 20,637.00 467.00 
870000.4995 352.77 387.59 0.17 
Grand Total: 15,852.77 21,024.59 467.17 

Current Month 
Expenses 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

Current Month 
Balance 

20,660.00 
24.00 

420.00 
21,104.00 

387.76 
21,4~1.76 . 

YTD 
Expenses 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 



9799 - Darlington Creek Sewer District 

Vendor 

Entity AP Checks 

1101000226 - Cash -Alllance Bank 

15459 - Darlington Creek Sewer District 

15459 - Darlington Creek Sewer District 

6101000000 - Electric 

43738 - Owen Electric Cooperative 

43738- Owen Electric Cooperative 

6103000000 - Water/Sewer 

44651 - Pendleton County Water District 

6104000000 - Sewer 

15218 - Crone Environmental Services LLC 

20864 - Flush Sanitation LLC 

6605000000 - Misc Administrative Expense 

57900 - TPAMC Ltd. 

57900 - TPAMC ltd. 

43804 - Page Per Page 

6815000000 - Reserve Funding 

15459- Darlington Creek Sewer District 

Printed On: 1/1112021 

Cash Expense Distribution Report 

From Posting Month 12/2020 to 12/2020 

Invoice 
Date 

Invoice 
Number 

12/0312020 12/2020 58-Pmt-

1211412020 1212020 58-pymt-

12/0212020 26790 

12/14/2020 397.91 

12/0412020 2806 122020 

11/2412020 1540 112020 

11/16/2020 2395 

12/08/2020 9928 11/20 Copies 979! 

12/08/2020 992811120 CouponEtc 

12/21/2020 PPP Coupon Order 979 

12/01/2020 RRDecember 2020-46 

Notes 

FUNDS MOVED FROM FIFTH THIRD 

FUNDS MOVED FROM FIFTH THIRD 

Check 
Date 

12/02/2020 

12/14/2020 

Check 
Number 

100615 

100621 

Total 1101000226 - Cash -Alliance Bank 

10/22-11/20 

11/01-12/01 

10/14-11/13 

11/20 

11/20 

9928 11 /20 Copies 9799 

9928 11/20 CouponEtc 9799 

PPP 2021 Coupon Order 

12/04/2020 

12/15/2020 

100617 

100622 

Total 6101000000- Electric 

12/07/2020 100618 

Total 6103000000 - Water/Sewer 

12/02/2020 

12/09/2020 

100616 

100620 

Total 6104000000 - Sewer 

12/08/2020 

12/0812020 

12/2.112020 

12 

13 

14 

Total 6605000000 • Misc Administrative Expense 

Replacement Reserves 2020 12/0912020 100619 

Total 6815000000 - Reserve Funding 

Total Entity AP Checks 

Page 1 of 1 

Amount 

2,579.31 

3,808.03 

6,387.34 

267.90 

397.91 

665.81 

28.06 

28.06 

1,540.00 

300.00 

1,840.00 

27.55 

20.17 

456.00 

503.72 

467.00 

467.00 

9,891.93 
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Request  

5.  Provide any information and documentation regarding expenses paid by Darlington Creek 
Homeowner’s Association, Inc. for operation and maintenance of the wastewater facility 
since 2016. 

 
Response 

Please see the documents provided by Darlington Creek, attached as KY2021-

00265_BW_0005 to BW_0011, detailing expenses for operation and maintenance of its 

wastewater facility since 2016. 

 



Crone Environmental Services 
CarlW.Crone 
4576 River Rd. 
Hebron Ky. 41048 

Name 

Pate 

Darlington Creek Subdivision HOA WWTP 

Services 

Ji,m-17 Monthly service charge for operation at the Treatment Plant 

Flow measurement & Field Lab Fees 

Sludge Hauled 

1.5 lbs.Chlorine Table.ts 

20 lbs.De--clorTablets 

Service Blower & Belts 

Sampler rental & sampling 

Pulled/repaired/re-installed Mixer pump 

tj'7qq 

lo )oitDo 
(>ff-

Invoice No. 
Phone Numbers 
Home 586-6005 
Cell 250-8$38 

Total 

Amount 

$750.00 

$75.00 

$85.00 

$120.00 

$50.00 

$35.00 

$450,00 

$1,565;00 



Crone Environmental Services 
Car1 W. Crone 
808 Niewahner Dr. 
Villa Hills Ky. 41017 

Name Darlington Creek Subdivision HOA WWTP 

Date Services 

Dec.2017 Monthly service charge for operation at the Treatment Plant 

Flow measurement & Field Lab Fees 

Sludge Hauled 

RECtf Vfo D(C 
Invoice No. l B Z017 
Phone Numbers 
Home 916--5198 
Cell 250-8338 

Amount 

$750.00 

$75.00 

20 lbs.Chlorine Tablets $115.00 

20 lbs.De--0lorTablets $120.00 

Service Blower & Belts $50.00 

Sampler rental & sampling $35.00 

11/28/2017 Installed 2 new Diffusers, drops & h~rctware in chlorine tank. Parts & Labor $285.00 

11/30117 Rplaced mixer pumps with 4 new air diffusers Parts & Labor $465,00 

Total $1,895.00 

u:; luf.../C(' 

0fY 



Crone Environmental s«vices 
canw. crone 

RECEWEO S!P t 5 1d tnvoiee No. 

808 Niewahnar Dr. 
Villa Hills l(y. 41017 

Name Dartingtcn c .. k SVb<:IM&10,l HOA WWTP 

Sep-18 Momhl)" $$(\'IC$ Charge for operation at IM Treatment Plant 

Flow mMSUt'etnanl & Field Lab Fee& 

20 lbs Cntorina Tablets 

20 tb&.De-ctor Tablets 

Sampler rental & sampling 

Phone Numbers 
Home 9 t&-51~ 
Cell 25()..8338 

$750.00 

$7500 

$158.0() 

Sprayed Wee<b 

Installed D&-clor tube 

Patts&labof 

$165.00 

$5000 

$3500 

$80.00 

$80.00 

$4500 

Total $1 .410.00 

L, I l t-/{ ) {,• 

(j)J(/ 

-



REC£IYF.D JAN 2 3 ~-

'Crone Envin)Rtn8ntal s~ 
Carl w. Crone 
80a Niewahner Or, 
Villa Hilts Ky. 41017 

Name Darlington Creek Subdtvilion HOA WWTP 

Jan. 2019 Monthly ·semce charge fCI( operanon at the Treatment Ptant' 

Ftow measurement & Field lab fees 

20 lbs .. Oe..e!CI( Tablets 

Sampler rental i satf)pbng 

1/11/2019 Pulltd broken Ch$ock Valve & tnsteAei:t new 8rass one 

1l1~019 Tuff Bin $tot-age fo, chlorine & 0-dot tablets 

~ I oq,{)t) 

@Ja-. 

ll'WQtC$ No. 
Phone Number$ 
Home9t&-6198 
Cell 2'5CJ..8338 

Total 

$750.00 

$75.00 

$1$0.00 

s1~.oo 

$35.00 

$335.49 

$92.00 



2s lbs Chlorine Tablets 

$ampler rental,& gmpling 

7127 /2019 TtQltble shooting corttrol panel & blower Motor 

7127/2019 Cut & sprayed wetdl 

712912019 Pulied Old Motor 

81112019 ll'\$llffed New & HP Motor 

811/2019 Purchased broom/tresh caMight bull>!Arash bags 

p~ ­
Lal)Or 

Parts 

$185.00 

$100.00 

$60.00 

$150,00 

$595.32 
$200.00 



RECEIVED. APR O 5 lDl1 
Crone EnvllonmeMat service, 

Hebmn,Ky.41048 · f:~~=- ~ 
-. ~ \l<eekSul>Clh,iolonHOAWWTP\ 

Date serv• 

tnvolce NO. 
Phone- Numbers 
Hom.e $86-6005 
Oell 250-&338 

Amount 

2125/2021 Found wiring to both Molol'\$ bumt up. Ran new wife$ to 1 Motor, 11s runmng 
Tne 2nd Motor iS Bumt ·\JP & neeGs teplsceo Pans & l..al>Of $12$.00 

$$1.00 
$125;00 

3New8elts 
212712021 Ran wifu to 2nd motor. Placed order for new Motor Pam & LabOr 

~021 lns.taUed New Motor 

3Jt2/2021 eiecttt .. l') Uld trouo,te shooting on con11<» pene1 
Need ntw overtoads 

3/'28l2021 !Sectrlcan l11sta11ec, new 11a1er & overtoac:ts 

'lJ'l't 
f; 71)(«)~ 4 2- l t) 

(P#-

P•rts & labor $689.00 

Laoor $7$.00 

Parts & Labor $700.00 

Pans ti Labor $214:oo 



Ctcne Environmentai Servioes 
CartW.Crooa 
45-76 Rrver Road 
fiebron. Ky. 41048 · 

REC£1V£1J SEP! 8 20tO 

Name Oa. nifJgt0n Cretk Subdlvasion HOA WWfP i::v. . • & 
oa servrces \' J 4 
Sept.2020 Monthly .aervlce charge for operation at the Treatmem Plent 

Flow meastJNment & field Lab ·Feet 

Sl4Jd91t Hauled 

S&rvioe SJowet & Bellt 

Semple, remat 4 •mpliog 

08-Clor 

JnvolceNo. 
Phone Numt)e(s 
Home586.soo6 
Cell 2SD-833& 

$88000 

$1~00 

911012020 Worked on stopped up•~ return pipe 
9/l 1/2020 U$80 Pump TNCk to on-stop sludge retum pipe 

Labor 
Equipment & LabQr 

$230.QO 

$21~.00 

$5000 

135.00 

$eOJ)O 
$26000 

Total $1.88500 

47'1'! 
{p IO'fl)D 

~ 
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Request  

6.  Provide the most recent audited financial statement for Bluegrass Water. 

 
Response 

Please see the audited Consolidated Financial Statements for 2020 and 2019, a redacted copy 

of which is attached as KY2021-00265_BW_0012 to BW_0034.1  These audited financial 

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

Bluegrass Water Utility Operating Company, LLC (“UOC”).  There are no audited financial 

statements available solely at the Bluegrass Water level. 

 
1 A highlighted unredacted copy has been submitted under seal with a concurrently-filed Motion for Confidential 
Treatment.  



CSWR, LLC and Subsidiaries 

Consolidated Financial Statements 

December 31, 2020 and 2019 

1 

hsorrell
Text Box



Table of Contents 

Page 

Item 01: Independent Auditor's Report 3.4 

Item 02: Consolidated Balance Sheets s 

Item 03: Consolidated Statements of Operations 6 

Item 04: Consolidated Statements of Member's Equity 7 

Item OS: Consolidated Statements of Cash Flows 8 

Item 06: Notes to the Consolidated Financial Statements 9- 19 

Item 07: Supplemental Information 20-23 

2 



·-RS~A 
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Independent Auditor's Report 

Board of Directors 
CSWR, LLC and Subsidiaries 

Report on the Financial Statements 
We have audited the accompanying consolidated financial statements of CSWR, LLC and Subsidiaries, 
which comprise the consolidated balance sheets as of December 31, 2020 and 2019, the related 
consolidated statements ot ooeratio11s member's eau.il.Y,and cash flows for the ¥ears then ended, aodJbe,_ _____ _ 
related notes to the consolidated financial statements (collectively, the financial statements). 

Management's Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditor's Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disdosures in 
the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity's internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of CSWR, LLC and Subsidiaries as of December 31, 2020 and 2019, and the results of 
their operations and their cash flows for the years the ended, in accordance with accounting principles 
generally accepted in the United States of America. 

THE POWER or BEING UNDERSTOOD 

AUil! 'Ti\ I( -...uN',!JL' ING 

h " 
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Other Matter 
Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. 
The consolidating information is presented for purposes of additional analysis rather than to present the 
financial position and results of operations of the individual companies and is not a required part of the 
financial statements. Such information is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the financial statements. 
The consolidating information has been subjected to the auditing procedures applied in the audits of the 
financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the financial 
statements, or to the financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the information is 
fairly stated in all material respects in relation to the financial statements as a whole. 

St. Louis, Missouri -------Maren-rr,-202'1' ______________________________________ _ 
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CSWR, LLC and Subsidiaries 
As of December 31, 2020 and 2019 

Current Assets 

Total Current Assets 

Consolidated Balance Sheets 

Cash 

Accounts Receivable, net 

Other Current Assets 

Property, Plant and Equipment, Net 

Non-Current Assets 

Preliminary Survey and Investigation 

Other Long-Term Assets 

Total Non-Current Assets 

Goodwill 

Intangible Assets 

Total Assets 

Current Liabilities 

Accounts Payable 

Notes Payable - Current 

Other Current Liabilities 

Total Current Liabilities 

Long-Term Liabilities 

Notes Payable, net of Current Portier 

Cont ributions in Aid of Construction 

Other Long-Term Liabilities 

Total Long-Term Liabilities 

Member's Equity 

Paid-In Capital 

Retained Deficit 

Total Member's Equity 

Total Liabilities and Member's Equity 

See notes to consolidated financial statements 
s 

2020 2019 



CSWR, LLC and Subsidiaries 

For the years ended December 31, 2020 and 2019 

Consolidated Statements of Operations 

Operating Revenue 

Operating Revenue 

Operating Expense 

Operations and Maintenance 

General and Administrative 

Depreciation and Amortization 

Total Operating Expense 

Operat ing Loss 

Other Income (Expense) 

Other Revenue 

Interest 

Total Other Income (Expense) 

Net Loss before Taxes 

Income Tax Benefit 

Net Loss 

See notes to consolidated financial statements 

2020 

6 

2019 



CSWR, LLC and Subsidiaries 
For the years ended December 31, 2020 and 2019 

Consolidated Statements of Member's Equity 

Balance at December 31, 2018 
Capital Contributions 

Net Loss 

Balance at December 31, 2019 

Ca ital Contributions 
Net Loss 

Balance at December 31, 2020 

Paid-In Capital 

$ 

See notes to consolidated financia l statements 
7 

Retained Deficit 
Total Member's 

Equity 



CSWR, UC and Subsidiaries 

For the years ended December 31, 2020 and 2019 

Consolidated Statements of Cash Flows 

Cash Flows from Operating Activities 
Net Loss 

Adjustments to reconcile net loss to net cash used in operating activities 

Depreciation and amortization 

Amortization of deferred financing costs to interest expense 

Loss on transfer of preliminary survey & investigation expense 

Loss on disposal of property, plant and equipment 

Interest capitalized to notes payable 

Interest capitalized to deferred financing costs 

Interest capitalized to allowance for funds used during construction 

cnange In assets (Increase) decrease 

Accounts receivable, net 

Other current assets 

Other long-term assets 

Change in liabilities - increase (decrease) 

Current liabilities 

Other long-term liabilities 

Net cash used in Operating Activities 

Cash Flows from Investing Activities 

Purchase of property, plant and equipment 

Acquisition of preliminary survey and investigation 

Net cash used in Investing Activities 

Cash Flows from Financing Activities 
Payments on notes payable 

Contributions for construction 

Capital contributions 

Net cash provided by Financing Activities 

Net Increase in Cash 

Cash, Beginning of Period 

Cash, End of Period 

See notes to consolidated financial statements 
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CSWR, LLC and Subsidiaries 
Notes to the Consolidated Anandal Statements 

NOTE 01: NATURE OF OPERATIONS AND BASIS OF PRESENTATION 

Principles of Consolidation 
The accompanying consolidated financial statements include the accounts of CSWR, LLC ("CSWR") and its 
wholly owned subsidiaries, Missouri Central States Water Resources, LLC ("Missouri Central States"), 
Arkansas Central States Water Resources, LLC ("Arkansas Central States"), Kentucky Central States Water 
Resources, LLC ("Kentucky Central States" ), Texas Central States Water Resources, LLC ('Texas Central 
States") and Louisiana Central States Water Resources, LLC ("Louisiana Central States"), collectively "the 
Company". 

The accounts of Missouri Central States' wholly owned subsidiaries are included. Those subsidiaries are: 
Hillcrest Utility Holding Company, Inc. ("Hillcrest"), Raccoon Creek Utility Holding Company, Inc. ("Raccoon 
Creek"), Indian Hills Utility Holding Company, Inc. ("Indian Hills"), Elm Hills Utilit y Holding Company, Inc. 
(" Elm Hills"), Confluence Rivers Utility Holding Company, Inc. ("Confluence Rivers") and Osage Utility 
Holding Company, Inc. ("Osage"), which in turn each own operating subsidiaries that carry out day-to-day 
operations of the Company. 

The accounts of Arkansas Central States' wholly owned subsidiaries are also included. Those subsidiaries 
are: Hayden's Place Utility Holding Company, LLC ("Hayden's Place"), St. Joseph's Glen Utility Holding 
Company, LLC ("St. Joseph's Glen"), Sebastian Lake Utility Holding Company, LLC ("Sebastian Lake"), Eagle 
Ridge Utility Holding Company, LLC ("Eagle Ridge"), Flushing Meadows Utility Operating Company, LLC 
("Flushing Meadows") and Oak Hill Utility Holding Company, LLC ("Oak Hill"), which in t urn each own 
operating subsidiaries that carry out day-to-day operations of the Company. 

The accounts of Kentucky Central States' wholly owned subsidiary, Bluegrass Water Utility Holding 
Company, LLC ("Bluegrass") are included. Bluegrass owns an operating subsidiary that carries out the day­
to-day operations of the Company. 

The accounts of Texas Central States' wholly owned subsidiary, CSWR-Texas Utility Holding Company, LLC 
("CSWR-Texas") are included. CSWR-Texas owns an operating subsidiary that carries out the day-to-day 
operations of the Company. 

The accounts of Louisiana Central States' wholly owned subsidiary, Magnolia Water Utility Holding 
Company, LLC ("Magnolia") are included. Magnolia owns an operating subsidiary that carries out the day­
to-day operations of the Company. 

The Company has additional, inactive subsidiaries which, while included in The Company's financial 
statements, are immaterial to the consolidated financial results. 

All significant inter-company transactions and account balances have been eliminated in consolidation. 

Nature of Operations and Acquisition 
CSWR is a private water and wastewater utility company. The Company's primary purpose, through its 
subsidiaries, is to establish and maintain compliant water and wastewater treatment facilities for 
underserved communities and private facility owners by creating economically viable options compliant 

9 



CSWR, LLC and Subsidiaries 
Notes to the Consolidated Financial Statements 

NOTE 01: NATURE OF OPERATIONS AND BASIS OF PRESENTATION (continued) 

with the Clean Water Act and the Safe Drinking Water Act. The Company holds certificates of public 
convenience and necessity granted by the Missouri Public Service Commission, ("Missouri PSC"), under 
which the Company provides water and wastewater services in Missouri. In the state of Kentucky, the 
Company holds certificates of public convenience and necessity granted by the Kentucky Public Service 
Commission, ("Kentucky PSC"), under which the Company provides water and wastewater services in 
Kentucky. In the state of Texas, the Company holds certificates of public convenience and necessity 
granted by the Public Utility Commission of Texas, ("Texas PUCT"), under which the Company provides 
water and wastewater services in Texas. In the state of Louisiana, the Company has been granted 
authority to operate water and wastewater systems by the Louisiana Public Service Commission, 
("Louisiana PSC"). The Company also provides water and wastewater services in Arkansas; however, 
Arkansas Central States' subsidiaries are currently under the water and sewer revenue threshold that 
requires rate regulation from the Arkansas Public Service Commission, ("Arkansas PSC"). 

The Company is a wholly owned subsidiary of US Water Systems, LLC. (the "Parent"). 

NOTE 02: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Accounting 
The Company's policy is to prepare its consolidated financial statements on the accrual basis of accounting 
in conformity with accounting principles generally accepted in the United States of America IGAAP). 

Use of Estimates 
The preparation of consolidated financial statements in conformity with GAAP requires management to 
make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, the 
actual results could differ from those estimates. 

Recognition of Revenue 
On January 1, 2019, the Company adopted Accounting Standards Codification (" ASC") Topic 606, Revenue 
From Contracts With Customers using the modified retrospective approach, applied to contracts which 
were not completed as of January 1, 2019. Under this approach, periods prior to the adoption have not 
been restated and continue to be reported under the accounting standards in effect for those periods. 

Under ASC 606, a performance obligation is a promise within a contract to transfer a distinct good or 
service, or a series of distinct goods and services, to a customer. Revenue is recognized when performance 
obligations are satisfied and the customer obtains control of promised goods or services. The amount of 
revenue recognized reflects the consideration which the Company expects to be entitled to receive in 
exchange for goods or services. Under the standard, a contract's transaction price is allocated to each 
distinct perfonmance obligation. For contracts within the scope of ASC 606, the Company recognizes 
revenue through the following steps: 1) identifies the contract with a customer; 2) identifies t he 
performance obligations within the contract; 3) determines the transaction price; 4) allocates the 
transaction price to the performance obligations in the contract; and S) recognizes revenue when, or as, 
t he Company satisfies each performance obligation. 
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CSWR, LLC end Subsidiaries 
Notes to the Consolldated Flnanclal Statements 

NOTE 02: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

The Company's revenues from contracts with customers are discussed below. Customer payments for 
contracts are generally due within 30 days of billing and none of the contracts with customers have 
payment terms that exceed one year; therefore, the Company elected to apply the significant financing 
component practical expedient, and no amount of consideration has been allocated as a financing 
component. 

The Company's revenue is generated from water and wastewater services delivered to customers. These 
contracts contain a single performance obligation, the delivery of water and wastewater services, as the 
promise to transfer the individual service is not separately identifiable from other promises within the 
contract and is not distinct. Revenue is recognized over time, as water and sewer services are provided, 
and includes amounts billed to customers on a cycle basis and unbilled amounts based on one month of 
service. The amounts the Company has a right to invoice are determined by a periodic flat fee, metered 
usage or both where applicable, indicating that the invoice amount corresponds directly to the value 
transferred to the customer. The Company elected to use the right to invoice and the disclosure of 
remaining performance obligations practical expedients for these revenues. 

Income Taxes 
CSWR, LLC has elected to be treated as a partnership for federal income tax purposes and does not record 
income taxes. Instead, its taxable earnings and losses are allocated in accordance with the Operating 
Agreement and are included in the income tax returns of the members. Accordingly, no provision is made 
for federal and state income taxes in the consolidated financial statements. 

The Company's subsidiaries have elected to be treated as "C" Corporations. Income taxes are provided 
for the tax effects of transactions reported in the consolidated financial statements and consist of taxes 
currently due, plus deferred taxes related primarily to net operating losses timing differences. 

The Company has assessed its federal and state tax positions and determined there were more likely than 
not no uncertainties or possible related effects that need to be recorded as of or for the years ended 
December 31, 2020 and 2019. 

The federal and state income tax returns of the Company for the years ended December 31, 2020 and 
2019 are subject to examination by the respective taxing authorities, generally for three years after they 
were filed. 

Accounts Receivable 
Accounts receivable includes utility customer accounts receivable, which represent amounts billed to 
water and wastewater customers on a cycle basis. Accounts receivable also includes unbilled revenue for 
services provided but not billed to customers. Credit is extended based on the guidelines of the applicable 
state regulatory body and collateral is generally not required. 

The Company provides an allowance for doubtful accounts equal to the estimated losses that will be 
incurred in the collection of accounts receivable. This estimate is based on historical experience coupled 
with a review of the current status of existing receivables. The allowance and associated acrounts 
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CSWR, LLC and Subsidiaries 
Notes to the Consolidated Flnanclal Statements 

NOTE 02: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

receivable are reduced when the receivables are determined to be uncollectible. The allowance at 
December 31, 2020 and 2019 was and respectively. 

Property, Plant and Equipment 
Property, plant and equipment is generally stated at cost. Major additions and improvements are 
capitalized and, where rate regulated, placed in service subject to review and revaluation by the applicable 
state regulatory body, while maintenance and repairs are expensed as incurred. When assets are sold or 
otherwise disposed of, the related cost and accumulated depreciation are removed from the accounts. 
Any gain or loss arising from such disposition is included as income or expense in the year of disposition. 

Depreciation is computed using the straight-line method over the estimated useful lives of the assets. 
The estimated lives for computing depreciation and amortization on property, plant and equipment are: 

Utility Plant in Service - Sewer 10-SO Years 
Utility Plant in Service - Water 10-50 Years 
Furniture, Fixtures, and Other 7-20 Years 

Preliminary Survey and Investigation Charges 
The Company capitalizes all expenditures for preliminary surveys, plans, investigations and other 
expenditures made for the purpose of determining the feasibility of the acquisition of system assets. 
When the acquisition of system assets occurs, these costs are reclassified to the appropriate utility plant 
account. If the initiative is abandoned, the costs are expensed in the period in which Management makes 
the determination. 

Regulation 
The Company's Missouri, Kentucky, Texas and Louisiana utilities are subject to economic regulation by 
the respective PSCs. The Missouri PSC, Kentucky PSC, Texas PUC and Louisiana PSC generally authorize 
revenue at levels intended to recover the estimated costs of providing service, plus a return on net 
investments, or rate base. The Missouri PSC approved a rate increase April 8, 2020 with an effective 
date of July 1, 2020 for Confluence Rivers and a rate increase December 30, 2020 with an effective date 
of January 29, 2021 for Elm Hills. Regulators may also impose certain penalties or grant certain 
incentives. Due to timing and other differences in the collection of utility revenue, an incurred cost that 
would otherwise be charged to expense by a non-regulated entity is (at the direction of the state PSC) to 
be deferred as a regulatory asset if it is probable that the cost is recoverable in future rates. Conversely, 
GAAP requires t he recording of a regulatory liability for amounts collected in rates to recover costs 
expected to be incurred in the future or amounts collected in excess of costs incurred and refundable to 
customers. 

The Company had a regulatory asset of - ("Other Long-Term Assets"), with accumulated 
amortization of and at December 31, 2020 and 2019 c pectij ely. Amorti2ation expense 
for the periods ended December 31, 2020 and 2019 was•-•and respectively. 

The Company's net regulatory liability for removal costs recoverable through rates at December 31, 2020 
and 2019 was===-__.and - respectively. Salvage expense of the liability for removal costs was 
- and..iltor the periods ended December 31, 2020 and 2019 respectively. 
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CSWR, LLC and Subsidiaries 
Notes to the Consolidated Financial Statements 

NOTE 02: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

These liabilities are included in Property, Plant and Equipment, Net as a subset of accumulated 
depreciation. 

Contributions in Aid of Construction 
Regulated utilities may receive advances for construction and/or contributions in aid of construction from 
customers, home builders, real estate developers, home-owners associations, etc., to fund construction 
necessary to extend or enhance services or operating facilities to new areas. Advances that are no longer 
refundable are reclassified as contributions of capital. Contributions are permanent collections of plant 
assets or cash for a specific capital construction project. For tariff ratemaking purposes, the amount of 
such contributions generally serves as a rate base reduction since the contributions represent non­
investor supplied funds. Generally, the Company depreciates utility plants funded by contributions and 

--------a-rn""otttzes ns contl'lbotlol'fS"'lrcllance as a reduct~r.ru~~tmng=a resul-rwmtl'n ______ _ 
functionally equivalent to reducing the original cost of the utility plant for the contributions. Amortization 
of contributions in aid of construction was- and - for the periods ended December 31, 
2020 and December 31, 2019, respectively. 

Goodwill and Other Intangible Assets 
Included in the Company's financials are goodwill and intangible assets which are the result of pushdown 
accounting from its parent. Goodwill arising from business combinations is generally determined as the 
excess of the fair value of the consideration transferred, plus the fair value of any noncontrolling interests 
in t he acquiree, over the fair value of the net assets acquired and liabilit ies assumed as of the acquisition 
date. Goodwill and intangible assets acquired in a purchase business combination and determined to have 
an indefinite useful life are not amortized but tested for impairment at least annually or more frequently 
if events and circumstances exists that indicate that a goodwill impairment test should be performed. The 
Company has selected December 31 as the date to perform the annual impairment test. Intangible assets 
with definite useful lives are amortized over their estimated useful lives to their estimated residual values. 
Goodwill, the Trade Name and Certificate of Convenience and Necessity have an indefinite life on the 
consolidated balance sheets. There are no intangible assets with a definite life on the consolidated 
balance sheets. 

New Accounting Pronouncements 
In February 2016, the FASS issued Accounting Standards Update ("ASU") 2016-02, Leases: Amendments 
to the FASB Accounting Standards Codification, which amends the existing guidance on accounting for 
leases, and is effective for fiscal years beginning after December 15, 2021 for entities other than public 
business entities. This ASU requires t he recognition of lease asset s and liabilities on the consolidated 
balance sheets and the disclosure of key information about leasing arrangements. Early adoption is 
permitted and modified retrospective application is required for leases that exist or are entered into after 
the beginning of the earliest comparative period in the consolidated financial statements. The Company 
is currently evaluating the impact, if any, of adopting ASU 2016-02 on the Company's consolidated 
financial statements and related disclosures. 

In June 2016, the FASB issued ASU 2016-13, Financial Instruments-Credit Losses. The standard requires a 
financial asset (including t rade receivables) measured at amortized cost basis to be presented at t he net 
amount expected to be collected. Thus, the income statement will reflect the measurement of credit 
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CSWR, LLC and Subsidiaries 
Notes to the Consolidated Financial Statements 

NOTE 02: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

losses for newly recognized financial assets as well as the expected increases or decreases of expected 
credit losses that have taken place during the period. This standard will be effective for the calendar year 
ending December 31, 2022. The Company is currently in the process of evaluating the impact, if any, of 
adoption of this ASU on the consolidated financial statements. 

NOTE 03: ASSET PURCHASES AND FACILITY OPERATIONS 

Asset Purchases 
Throughout the year ended December 31, 2020, the Company, through its subsidiaries, purchased certain 
operating assets of various previously existing companies, primarily property, plant and equipment, that 

rovide water treatment and sewer collection and treatment services in various counties throug._,h,...o_u_t ______ _ 
Missouri, Arkansas, Kentucky, Texas and Louisiana for total cash considerations of ____ _. No 
liabilities were assumed at acquisition. Management has determined that the cash consideration 
approximates the net realizable value of the assets acquired, which is indicative of the fair value. Per 
standard regulatory accounting procedures, ____ _.of net contributions in aid of construction were 
recorded along with the purchased assets. 

During the period ended December 31, 2019, the Company, through its subsidiaries, acquired certain 
operating assets of previously existing companies, primarily property, plant and equipment that 
provides sewer collection and treatment services, and water supply and distribution services, in various 
counties throughout Missouri, Arkansas, Kentucky and Louisiana for total cash considerations of 
- No liabilities were assumed at acquisition. Management has determined that the cash 
consideration approximates the net realizable value of the assets acquired, which is indicative of the fair 
value. Per standard regulatory accounting procedures, ___ _.of net contributions in aid of 
construction were recorded along with the purchased assets. 

Facility Operations 
During the year ended December 31, 2019, the Company, through its subsidiaries, began or continued 
operations at various unowned water supply and wastewater collection treatment facilities located in 
various counties in Missouri. In this period, the Company held or reached various agreements to acquire 
certain operating assets of these facilities for a total of - The Company received regulatory 
approval on February 14, 2019 to complete these acquisitions and as of December 31, 2019 all acquisitions 
had been completed. Prior to completion of the acquisitions, the Company paid monthly operating fees 
totaling.._ __ ,or some of these facilities. 

NOTE 04: CONSOLIDATED STATEMENT OF CASH FLOWS 

Cash aid for interest during the periods ending December 31, 2020 and December 31, 2019 was 
and .,__ __ _.respectively. The Company did not have any cash paid for income taxes during the periods 
ended December 31, 2020 and 2019. 

As of December 31, 2020, - in property, plant and equipment and in preliminary 
survey and investigation charges were funded by accounts payable. Preliminary survey and investigation 
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CSWR, LLC and Subsidiaries 
Notes to the Consolidated Financlal Statements 

NOTE 04: CONSOLIDATED STATEMENT OF CASH FLOWS (continued) 

charges totaling._ __ _.were reclassified to property, plant, and equipment during the period ending 
December 31, 2020. 

As of December 31
1 
2019, ____ in property, plant and equipment and ___ in preliminary survey 

and investigation e arges were funded by accounts payable. Preliminary survey and investigation charges 
totaling..._ _ __. ere reclassified to property, plant, and equipment during the period ending December 
31, 2019. Interest capitalized to property, plant, and equipment was - for the period ending 
December 31, 2019. 

NOTE OS: CASH CONCENTRATION 

As of December 31, 2020 and 2019, the Company's cash balance per depositor exceeded federally insured 
limits. 

NOTE 06: PROPERTY, PLANT AND EQUIPMENT 

Capital assets, consisting of property, plant and equipment purchased or constructed by the Company, 
are stated at cost. Depreciation has been computed over the estimated useful life of each asset using the 
straight-line method. Interest costs have been capitalized based on the average outstanding capital 
expenditures. In addition, certain technical and engineering related studies associated with the project 
have also been capitalized and included in the basis of the assets. 

Major classes of property, plant and equipment consist of the following: 

Utility Plant in Service - Sewer 
Utility Plant in Service - Water 

Furniture, Fixtures and Other 
Less: Accumulated Depreciation 

In Service Property, Plant and Equipment - Net 
Construction Work in Progress 

Property, Plant & Equipment Net 

Net de reciation expense for the periods ended December 311 2020 and December 31, 2019 totaled and 
____ and which consisted of- and----'" depreciation on property, plant 
and equipment, net salvage expense of the regulatory assets and liabilities and -
respectively, as disclosed in Note 2, and - and ___ in reduction of expense for amortization 
of contributions in aid of construction as disclosed in Note 2, respectively. 
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CSWR, LLC and Subsidiaries 
Notes to the Consolidated Flnanc:lal Statements 

NOTE 07: NOTES PAYABLE- RELATED PARTY 

The Company, through its subsidiaries, entered into agreements with Fresh Start Venture, LLC, a related 
party through common ownership, at various times between 2016 and 2018, for a maximum principal 
amount of Associated with the agreements were construction notes payable to provide 
financing for the construction, improvements, and equipment for t he Company's subsidiaries. During the 
construction period, all interest accrued on the loan was rolled into the principal balance of the loan. 
Interest is accrued at fixed rates of 13% or 14%. For some of these construction notes payable, the 
Company was not obligated to make any payments of interest or principal on the accrued interest or the 
principal amount owed until the first calendar month immediately following the construction completion 
date, at which point principal and interest payments are due monthly at various maturities between 
October 2036 and December 2039. As of December 31, 2020, and 2019, the outstanding loan balance, 
including accrued interest and origination fee, was ____ and ______ nd unamortized deferred 

financing costs were I ~ I respectively. The outstanding loan balance, includin 
capitalized interest and origination fee, less unamortized financing costs is as follows as of December 31: 

Notes Payable balance, including accrued interest and origination fee 

Unamortized deferred financing costs 

Current portion of notes payable 

Notes Payable, net of current portion 

Future maturities of notes payable are as follows: 

Years ending December 31, 

2021 
2022 

2023 
2024 
2025 

Thereafter -

2020 2019 

- -----------

The agreements are secured by specific portions of the Company's assets and require adherence to 
specific restrictive covenants. For the years ending December 31, 2020 the Company had not satisfied 
certain covenant obligations. Through the date of issuance of the independent auditors report the debt 
has not been called and as of December 31, 2020, the lender provided written covenant waivers 
evidencing that no event of default has occurred which would cause the lender to exercise before April 1, 
2022, its options to pursue the remedies outlined in the loan agreements. 
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CSWR, LLC and Subsidiaries 
Noles to the Consolidated financial Statements 

NOTE 07: NOTES PAYABLE -RELATED PARTY (continued) 

Deferred Financing Costs 
Costs incurred in connection with financing activities are deferred and amortized to interest expense using 
the straight-line method over the terms of the related debt agreement. The straight-line method 
c !Jroximates the deferred interest method. Unamortized deferred financing costs of - and 

:=7 are included in the accompanying consolidated balance sheets as a reduction of debt at 
December 31, 2020 and 2019, respectively. Amortization expense included in interest expense was­
and •••or the periods ended December 31, 2020 and 2019, respectively. 

NOTE 08: OPERATING LEASE 

The Company has a lease agreement for office space. During 2020, the prior lease agreement expired and 
the Company entered a new agreement. Under the expiring lease agreement, the Company paid monthly 

-------,,,=t7rayTTrent'S"O~ rtntmrogl'r1'v'tar'ClrZ020:-T'lff!<Clffl1lTcJTIYTIUrent"l~~rm--otttffl'I" _____ _ 

years and requires monthly rent payments of- beginning April, 2020 through March 2025. 

Total future minimum commitments related to these leases are as follows: 

2021-
2022-
2023 -
2024 · 
2025-
Total-

The current lease agreement included a leasehold incentive as reimbursement for costs related to 
improving the leasehold and preparing the space for the Company's use. This incentive totaled 
and was a receivable, included in Other Current Assets, to The Company at December 31, 2020. The 
incentive also results in a liability which is to be amortized over the life of the lease as a reduction of rent 
expense. The Leasehold Incentive Liability is recorded on the Company's financial statements, net of 
accumulated amortization of __ ~ in Other Long-Term Liabilities. Rent expense amounted to 
- and I tor the periods ended December 31, 2020 and December 31, 2019, respectively. 
Amortization expense of the Leasehold Incentive Liability amounted to- for the period ended 
December 31, 2020. 

NOTE 09: EMPLOYEE BENEFIT PLAN 

The Company has a retirement plan for its employees which allows participants to make contributions by 
salary reduction pursuant to Section 401(k) of the Internal Revenue Code. The Company can make a 
discretionary profit-sharing contribution to employees any time during the year. Employees vest 
immediately in their contributions and the Company's profit-sharing contributions. The Company's 
contributions to the 401(k) plan totaled ____ ,and ____ fo. r the periods ended December 31, 2020, 

December 31, 2019, respectively. 
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CSWR, LLC and Subsidiaries 
Notes to the Consolidated Flnanclal Statements 

NOTE 10: COMMITMENTS AND CONTINGENCIES 

The Company is involved in various claims and legal actions arising in the ordinary course of business. In 
the opinion of t he Company's management, the probable resolution of such contingencies will not have 
a material adverse effect on the financial position, cash f lows or results of operations of the Company. 

NOTE 11: INCOME TAXES AND LOSS CARRYFORWARD 

Deferred income tax provisions/benefits for the Company's C-Corp subsidiaries are calculated for certain 
transactions and events because of differing treatments under accounting principles generally accepted 
in the United States of America and the currently enacted tax laws of the federal, state, and local 
governments. The Company accounts for federal income taxes in accordance with FASB ASC 740, whereby 
deferred taxes are provided on temporary differences arising from assets and liabilities whose bases are 
different for financial reporting and income tax purposes. Current deferred federal income taxes relate 
primarily to timing differences including a net operating loss carryforward and certain expenses that are 
not deductible for tax purposes. Deferred income tax assets and liabilities are computed for those 
temporary differences t hat have future tax consequences using the currently enacted tax laws and rates 
that apply to the periods in which they are expected to affect taxable income. Examples of these 
temporary differences include the future tax benefits of operating loss carryforwards recognized for 
financial reporting purposes and the allowance for doubtful accounts which will provide a tax benefit only 
upon the direct write off of customer balances. 

The net deferred tax asset consists of the following components as of December 31: 

Accumulated net operating loss 
Allowance for doubtful accounts 
Deferred tax asset/(liability) 

Less valuation allowance 
Deferred tax asset/(liability) - Net 

The deferred tax assets as of December 31, 2020 and 2019 are a result of net operating losses for federal 
and state taxes that are available for carryforward to future periods and certain t iming differences. There 
is a degree of uncertainty inherent in determining if it is more likely than not that the benefits from certain 
net operating loss carryforwards and other deferred t ax assets ma not be realized. Management has 
assessed this risk and has provided a valuation allowance of ____ and ____ on these deferred 

tax assets as of December 31, 2020 and 2019, respectively until the company starts to generate taxable 
income. 

It is reasonably possible that management's estimate of the amount of tax benefit the Company will 
realize from the use of the tax loss carryforwards and other timing differences will change significantly in 
the future along with the related tax benefits. 
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CSWR, LLC and Subsidiaries 
Notes to the Consoldated Financial Statements 

NOTE 12: RECLASSIFICATIONS 

Certain reclassifications have been made to the prior year consolidated financial statements to conform 

to the current year presentation. Total assets, total liabilities, and net loss were not affected. 

NOTE 13: SUBSEQUENT EVENTS 

Subsequent to year end, the Company paid approximately ____ t.o acquire certain operating assets, 

primarily property, plant and equipment, that provides water supply and distribution services, and sewer 
collection and treatment services in Missouri, Texas, Kentucky and Louisiana. The assets acquired are 
expected to approximate the amount paid. 

Management has evaluated subsequent events through the date of the independent auditors report, 
March 11, 2021, t he date these consolidated financial statements were available to be issued. 
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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_0118.1  

 
1 A highlighted unredacted copy has been submitted under seal with a concurrently-filed Motion for Confidential 
Treatment.  
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12-06-2021 
 
 

 
 
Mr. Todd Thomas 
Vice-President 
Central States Water Resources 
500 Northwest Plaza Drive, Suite 500 
St. Ann, Missouri 63074 
 
RE: Appraisal Report 

Darlington Creek HOA 
Darlington Creek Road and 12847 Sycamore Creek Drive 
Alexandria, Campbell County, Kentucky 41001 

 
Dear Mr. Thomas: 
 
In accordance with your request, we have performed an appraisal of the above referenced property. 
This appraisal report sets forth the pertinent data gathered, the techniques employed, and the 
reasoning leading to our value opinions. This letter of transmittal does not constitute an appraisal 
report and the rationale behind the value opinion(s) reported cannot be adequately understood 
without the accompanying appraisal report. 
 



Mr. Todd Thomas 
Central States Water Resources 

Page 2 
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Extraordinary Assumptions: 

Hypothetical Conditions: 

 
Based on the analysis contained in the following report, our value conclusions are summarized as 
follows: 
 

 
 
Respectfully submitted, 
Valbridge Property Advisors | New Orleans 
 

 
Arthur L. Schwertz, MAI 
Senior Managing Director 
Kentucky Certified General  
Real Property Appraiser #5470 
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Type and Definition of Value 

Valuation Scenarios, Property Rights Appraised, and Effective Dates of Value 

 

Date of Report 

List of Items Requested but Not Provided 

 
1 Source: Code of Federal Regulations, Title 12, Banks and Banking, Part 722.2-Definitions 

Valuation Scenario Effective Date of Value
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Demographics 
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Immediate Area Uses  
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Source: Google Maps 
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Site Description 
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Methodology 

Unit of Comparison 

Elements of Comparison 

Comparable Sales Data 

 

Val bridge 
PROPERTY ADVISORS 



Val bridge 
PROPERTY ADVISORS 

Land Sales Summary 

Sales Data 

Ph:i-sical Characteristics 

DARLINGTON CREEK HOA 
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LAND SALES ADJUSTMENT GRID 

 

Subject Sale # 1 Sale # 2 Sale # 3 Sale # 4
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LAND VALUATION 
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Valuation of the Fee Simple Area 

Calculation of Fee Simple Value 
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Valuation of the Easement 

Calculation of Easement Value . . . . 
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Arthur L. Schwertz, MAI 
Senior Managing Director 

Kentucky Certified General 

Real Property App raiser #5470 
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FAST FACTS 
COMPANY INFORMATION 

Valbridge is the largest independent national commercial real estate valuation and advisory 
services firm in North America. 

c, Total number of MAI-designated appraisers: 200+ on staff 
o Total number of office locations: 70+ across U.S. 
o Total number of staff: 675+ strong 

Val bridge covers the entire U.S. from coast to coast. 

Valbridge services all property types, including special-purpose properties. 

Val bridge provides independent valuation services. We are not owned by a brokerage firm or 
investment company. 

Every Val bridge office is led by a senior managing director who holds the MAI designation of 
the Appraisal Institute. 

Val bridge is owned by our local office leaders. 

Valbridge welcomes single-property assignments as well as portfolio, multi-market and other 
bulk-property engagements. 
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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.

Summary

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

Flinn Engineering, LLC
11216 Neumann Lane

Highland, Illinois 62249
618-550-8427

ksimpson@flinnengineering.com
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Available Information/Assumption

Available Information

Assumptions

Wastewater System
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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
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Table 4 – Depreciation Periods

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

Sincerely,

Kelly A. Simpson, PE, LEED® AP
Owner

Enclosures:
Appendix A – Available Information
Appendix B – PSC Depreciation Rate Schedules
Appendix C – Depreciation Calculation
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Darlington Creek Homeowners Association, Inc. – Darlington Creek 

WWTP KY0105325 

Alexandria, Kentucky 

Engineering Memorandum 

Date: September 15, 2021 
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Existing Flows and Loadings and Projections 

Permit Limitations and Historical Compliance Performance  
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Civil Engineering 
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Wastewater Treatment 
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Transportation 

Wastewater Collection 

Functionality of the Existing System 

Wastewater Treatment Facility Recommended Improvements 
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Civil Engineering 
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Wastewater Collection 

Wastewater Collection System Understanding 

Wastewater Collection System Recommended Improvements 

  



Civil Engineering 

GIS Mapping 

Potable Water 
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Total Project Cost Estimate 
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Washington, MO 63090 
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 Aeration Tank (Left) and Clarifier with 

Ductweed (Right) 

Influent Tank with Bar Screen (Left) and 

Anaerobic Digester (Right) 
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Treatment Plant w/Blower and 

Filter Building in Background  

Chlorine Tablet Feeder 
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Tertiary Filter and Control Panel 

Dechlorination Tablet Feeder (Bottom) 





United States
Environmental Protection
Agency

Office of Water
Washington, D.C.

EPA 832-F-00-016
September 2000

Wastewater
Technology Fact Sheet
Package Plants

&EPA 

























Terre Du Lac Utility Company

DEPRECIATION RATES

(SEWER)

 SR-2014-0105 



P.C.B., Inc.
SCHEDULE of DEPRECIATION RATES

(SEWER Class C & D)
SR-2014-0068  Attachment D

Attachment D



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



Darlington Creek Subdivision
Asset Value Report
Depreciated Value

Appendix C
December 3, 2021

Page 1 of 1



Ky. PSC No. 2021-00265 
Response to 1 PSC 08 

Witness: B. Thies 
Page 1 of 1 

 
Request  

8.  Provide the journal entry that Bluegrass Water will use to record the acquisition of 
Darlington Creek. 

 
Response 

Please see the journal entry attached as KY2021-00265_BW_0119. 1 

 
1 A highlighted unredacted copy has been submitted under seal with a concurrently-filed Motion for Confidential 
Treatment.  



Bluegrass Water Utility Operating Company
Purchase/Acquisition Assets Purchase Price

Date of Valuation Used *this is an HOA, no regulatory annual reports are available
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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.  
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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.  
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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.  
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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. 
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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. 
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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. 
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Request  

15.  Provide the distance between Darlington Creek wastewater facilities and the closest point 
at which these facilities could be attached to the nearest known wastewater facilities. 
Provide any information and documentation regarding availability, feasibility, and cost of 
connecting Darlington Creek facilities to any other wastewater utility system.  

 
Response 

The nearest wastewater facility is the Campbell County MHP (KY0034487), which is 0.5 

miles from the Darlington facility “as the crow flies” and does not have capacity to treat 

wastewater from the Darlington subdivision.  Additionally, it would require at least 0.75 

miles of sewer mains, a new lift station, and boring under a highway to reach the treatment 

facility before even considering the expansion that would be required at the Campbell 

County MHP facility. The necessary additions would cost significantly more than the 

proposed project identified in the engineering report attached to the Application.  

The next nearest wastewater treatment or collection facility appears to be the Schaefer-

Mudd-Steffen Residence (KY0093637), which is 0.8 miles from the Darlington Facility “as 

the crow flies” and does not have capacity to treat wastewater from the Darlington facility.  

Additionally, connecting here would require at least 1.2 miles of sewer mains and a new lift 

station, which would cost significantly more than the proposed project at the Darlington 

facility before even considering the expansion that would be required at the Schaefer-Mudd-

Steffen Residence facility.  

The next nearest wastewater treatment or collection facilities are in the Greystone Acres 

Subdivision (KY0102130), which is 1.1 miles from the Darlington facility “as the crow 

flies.” The Greystone Acres facilities do not have capacity to also treat wastewater from the 
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Darlington facility.  Additionally, it would require at least 1.5 miles of sewer mains and a 

new lift station, which would cost significantly more than the proposed project at the 

Darlington Creek facility before even considering the expansion that would be required at the 

Greystone Acres Subdivision. 
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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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