COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of

Electronic Application of Bluegrass Water Utility )
Operating Company, LLC for Certificates of )
Convenience and Necessity for Projects at the )
Herrington Haven Site )

Case No. 2022-00102

Application for Certificates of Convenience and Necessity

Bluegrass Water Utility Operating Company, LLC (“Bluegrass”) files this application,
requesting certificates of convenience and necessity pursuant to KRS 278.020(1) for three (3)
projects at its Herrington Haven service site in Garrard County. Public convenience and
necessity require the proposed improvement projects. To assist the Commission and its staff in
locating information required by various regulations, Bluegrass attaches hereto an Index listing
the requirements and the principal place(s) in this Application where it is addressed. The facts on
which the Application is based are contained in the exhibits, and other information

accompanying this Application and in the following statements:

I Applicant

1. Bluegrass Water Utility Operating Company, LLC is the full name of the
applicant. Bluegrass is a limited liability company, organized on March 21, 2019, under the laws
of Kentucky. It is in good standing with the Kentucky Secretary of State.

2. Bluegrass’s mailing address is 1630 Des Peres Road, Suite 140, St. Louis,
Missouri 63131, and the electronic mail addresses to be used for Bluegrass for purposes of this

proceeding are regulatory(@cswrgroup.com and rmitten(@cswrgroup.com.
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3. Bluegrass is a manager-managed limited liability company. Its manager is
Central States Water Resources, Inc (“Central States™), which is a corporation organized and
existing under the laws of the State of Missouri. The member-parent of Bluegrass and of utility
operating and holding LLCs in other states is CSWR, LLC. A two-page organization chart for
CSWR as of January 1, 2022, showing its affiliations and relationships, including to Bluegrass
and Central States, is submitted herewith as Exhibit A.

4. The financial exhibit described in 807 KAR 5:001 § 12 and required by 807 KAR
5:071 § 3(1)(e) is submitted herewith as redacted Exhibit B.!

5. In fulfillment of conditions in the final orders in Case Nos. 2019-00104, 2019-
00360, and 2020-00297 to ensure continuity of sewer service, Bluegrass has obtained and filed
with the Commission an Amended and Restated Guaranty from CSWR, LLC in favor of the
Commission and providing for two months of Bluegrass’s obligation to its third-party contractors
for services to all the sites of its sewer system, including for the Herrington Haven service area.
A copy of the Amended and Restated Guaranty is submitted herewith as Exhibit C.

6. Among the areas of the Commonwealth provided sewer service by Bluegrass is
Herrington Haven in Garrard County. An aerial view of the service area and location of the site
facilities is submitted herewith as Exhibit D. The Herrington Haven plant is authorized to
discharge up to 9,800 gallons per day. The existing facility includes an extended aeration
package plant including a mechanically cleaned bar rack screen, a single aeration basin, two

hopper bottomed clarifiers, and a chlorine contact tank. Downstream of the packaged plant there

! The redacted exhibit is publicly filed herewith; an unredacted and highlighted version has been provided
under seal with a Motion for Confidential Treatment.
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is a V-notched weir box that is used for dechlorination contact time and flow monitoring. A

survey of the existing treatment facilities is submitted herewith as Exhibit E.

Il. Projects Proposed for the Herrington Haven Site

7. Bluegrass proposes three (3) projects for the Herrington Haven site: installing an
MBBR treatment system, a peracetic acid disinfection system, and a solids processing (digester)
system. The three projects are interrelated and it would be more efficient and effective to do all
of them at or around the same time. However, if the Commission approves a certificate as to
only one or two of the projects, it is Bluegrass’s intent to proceed with the project(s) certificated.
The overall estimated direct cost of the projects is attached hereto as Exhibit F.

8. Bluegrass is in the process of applying to the Kentucky Department for Natural
Resources and Environmental Protection, Division of Water Quality (“DoW?”), for a construction
permit encompassing the proposed projects. Bluegrass anticipates this filing will be within the
next thirty days; Bluegrass will submit a copy of the DoW application once filed.

0. As shown on the ALTA Kentucky Infrastructure Authority map submitted
herewith as Exhibit G, the nearest neighboring system is the Danville Municipal sewer system
which is over 2.5 miles to the nearest lift station and has several large rivers in between the
systems. Any connection to this system would require a more circuitous route to reach a
connection point resulting in many miles of mains, requiring either boring under or going over a
large river and several new lift stations; a reasonable estimation of the costs for this connection

would be well in excess of $1 million.

A. Project 1: MMBR Treatment
10. The first project for which Bluegrass seeks a certificate is the installation of a

moving bed biofilm reactor (“MBBR”) treatment system. An MBBR treatment system will
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enhance the facility’s ability to remove nutrients and lower ammonia levels. MBBRs
dramatically improve aeration treatment by providing significantly more surface area for biofilm
to form on, thereby concentrating the amount of biological treatment that can occur. This
proposed improvement is required for public convenience and necessity because the wastewater
treatment facility is not currently capable of consistently complying with permitted limits.

11. Costs of construction for the proposed MBBR treatment system are as estimated

to be as follows:

Construction Project Estimate Subtotal
KPDES Permit Compliance Upgrades
MBBR Treatment System $111,350
Blowers and Controls for New MBBR
Assemblies (2 each) $30,400
Blower Pad $1,500
Blower Discharge Header Piping, Valves,
$3,500
Appurtenances
MBBR Assemblies Complete (3 each) $68.,450
Electrical Distribution for MBBR
$7,500
Treatment System
B. Project 2: Peracetic Acid Disinfection
12. The second project for which Bluegrass seeks a certificate is the installation of a

peracetic acid disinfection system. This system is intended to improve the facility’s disinfection
system and eliminate residual chlorine in the facility’s effluent. The facility has regularly
struggled to meet E.coli limits and will require an improved disinfection system to be in
compliance with applicable regulations. The proposed improvements are required for public
convenience and necessity because the wastewater treatment facility is not currently capable of
consistently complying with permitted limits.

13. Costs of construction for the proposed peracetic acid disinfection system are

estimated to be as follows:
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Construction Project Estimate Subtotal

Peracetic Acid Disinfection System $22.250
PAA Equipment and Pad $17,250
Electrical Distribution for PAA $5,000

Disinfection System

C. Project 3: Solids Processing (Digester) System

14.  Bluegrass also is seeking a certificate for the installation of a solids processing
(digester) system. This is intended to enhance the facility’s ability to effectively handle solids to
meet total suspended solids limits. The addition of a digestor will allow the facility to handle
more solids without allowing solids to wash out of the facility, causing exceedances of TSS
limits. Furthermore, a digester helps to remove high age sludge from the system, improving the
overall treatment process at the facility.

15. The proposed improvements are required for public convenience and necessity
because the wastewater treatment facility is not currently capable of consistently complying with
permitted limits. The facility has regularly exceeded limits for ammonia, phosphorus, E.coli, and
total suspended solids.

16. Costs of construction for the proposed solids processing (digester) system is

estimated to be as follows:

Construction Project Estimate Subtotal

Solids Processing (Digester) System $69,950

Digester Tank and Pad $16,450

Digester Valves, Decant Piping, Grinder $15.000

FM Piping, Air Piping ’

Digester Diffusers $6,000

Digester Blower and Blower Pad $10,000

Digester WAS/RAS Piping $5,000

Digester System Grinder Pump and $5.000

Control Panel

Electrical Distribution for Digester $12.500

System
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lll.  Financing and Effects of the Projects

17. These projects will be financed with equity financing provided by Bluegrass’s
parent company, CSWR, LLC. Bluegrass anticipates that it will submit an application for debt
financing to the Commission in the second quarter of 2022, which — if approved — would
provide an alternative source of funds for these projects.

18. Bluegrass maintains that the above-listed projects are each required for public
convenience and necessity, and that the implementation of each avoids wasteful duplication in
making improvements necessary to keep the Herrington Haven service area in compliance with
environmental regulations. The projects would not constitute a new extension, facility, or
equipment in any additional area beyond the existing plant; therefore, the survey map and service
area map attached as Exhibits D and E adequately represent the boundaries of the project.
Furthermore the proposed improvements do not compete with any other utilities, corporations, or
persons, as no other sewer providers provide this service in the Herrington Haven service area.
See Exhibit G.

19. Bluegrass anticipates no change to current operating costs due to proposed
improvements. However, these proposed improvements could support a reduction in per-plant
third-party charges over time. Bluegrass also does not anticipate any change to number or class
of customers served due to proposed improvements at this time. A redacted copy of Bluegrass’
tax returns was attached as Exhibit H to the Application in Ky. PSC Case No. 2022-00015.

20. Any one of the projects would require upgrading and/or installing an all-weather
gravel access road to the Herrington Haven facility site. However, if none of the projects is
certificated, it would still be Bluegrass’s intent to upgrade the existing road to install an all-

weather gravel road for site access as an extension in the ordinary course of business. While not
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directly part of this proposed group of improvements, the all-weather access to the site will be
improved at the time of these projects to allow project equipment to be safely delivered to the
site. This improved road would have been installed in the regular course of business sometime in
the next one to three years to allow sludge hauling equipment to safely access the facility, but has
been included in the estimate for the group of projects as it will be installed during the project to

facilitate access for construction equipment.

IV.  Conclusion
WHEREFORE, Applicant Bluegrass Water Utility Operating Company, LLC
respectfully requests that the Commission issue a final order regarding this Application,
granting:
(1) a KRS 278.020(1) certificate of convenience and necessity for the MBBR Treatment
project;
(2) a KRS 278.020(1) certificate of convenience and necessity for the Peracetic Acid
Disinfection project;
(3) a KRS 278.020(1) certificate of convenience and necessity for the Solids Processing
(Digester) System; and,
(4) all other relief to which Applicant may be entitled.
Respectfully submitted,

/s/ Kathryn A. Eckert

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

fax: 859-960-2917

EXHIBITS

Organization Chart of CSWR, LLC as of January 1, 2022

Financial Exhibit for 12-months ending January 31, 2022, per 807 KAR
5:001 § 12 (redacted)

Amended and Restated Guaranty, dated as of April 16, 2021
Herrington Haven Asset Map
ALTA/NSPS Land Title Survey for Herrington Haven

Herrington Haven Project Capital Estimates

Alta KY Infrastructure Authority Map
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Regulatory Requirements

Application Index

807 KAR 5:001

Description

Filing

§14 (1)

Full name, mailing address, and e-mail address of applicant. //

Facts on which the application is based, with a request for the order,
authorization, permission, or certificate desired and a reference to the
particular law requiring or providing for the information.

Application 9 1-2
//
Application passim

2

If applicant is a corporation, identify state in incorporated and date of
incorporation, attest that currently in good standing in the state in which
incorporated, and, if it is not a Kentucky corporation, state if authorized
to transact business in Kentucky.

N/A

€)

If applicant is a limited liability company, identify state where organized
and date of organization, attest applicant is in good standing in state
where organized, and, if not a Kentucky limited liability company, state
if authorized to transact business in Kentucky.

Application § 1

(4)

If applicant is a limited partnership,
e annex certified copy of limited partnership agreement and all
amendments, if any, or
e make written statement attesting that partnership agreement and
all amendments have been filed with PSC in a prior proceeding,
with case number of prior proceeding.

N/A

§12. () (®

For a utility that had $5,000,000 or more in gross annual revenue in the
immediate past calendar year, cover operations for a twelve (12) month
period ending not more than ninety (90) days prior to the date the
application is filed; or

N/A

(b)

For a utility that had less than $5,000,000 in gross annual revenue in the
immediate past calendar year, the exhibit shall cover operations either
for a twelve (12) month period, the period ending not more than ninety
(90) days prior to the date the application is filed or
for the twelve (12) month period contained in the utility’s most recent
annual report on file with the commission, and contain a statement that:
1. Material changes have not occurred since the end of that twelve
(12) month period; or
2. Identifies all material changes that have occurred since the end
of that twelve (12) month period.

App. Exh. B

@ @

The amount and kinds of stock authorized;

App. Exh. B

(b)

The amount and kinds of stock issued and outstanding;

App. Exh. B

(©)

Terms of preference of preferred stock, cumulative or participating, or
on dividends or assets or otherwise;

App. Exh. B

(d)

A brief description of each mortgage on property of applicant, giving
date of execution, name of mortgagor, name of mortgagee or trustee,
amount of indebtedness authorized to be secured, and the amount of
indebtedness actually secured, together with sinking fund provisions, if
applicable;

App. Exh. B

(e)

The amount of bonds authorized, and amount issued, giving the name of
the public utility that issued the same, describing each class separately
and giving the date of issue, face value, rate of interest, date of maturity,
and how secured, together with amount of interest paid during the last
fiscal year;

App. Exh. B
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Regulatory Requirements

Application Index

807 KAR 5:001 Description Filing
Each note outstanding, giving date of issue, amount, date of maturity, App. Exh. B
§12  (2) (D rate of interest, in whose favor, together with amount of interest paid
during the last fiscal year;
Other indebtedness, giving same by classes and describing security, if App. Exh. B
any, with a brief statement of the devolution or assumption of a portion
(2) of the indebtedness upon or by person or corporation if the original
liability has been transferred, together with amount of interest paid
during the last fiscal year;
The rate and amount of dividends paid during the five (5) previous fiscal | App. Exh. B
(h) years, and the amount of capital stock on which dividends were paid
each year; and
0 A detailed income statement and balance sheet. App. Exh. B
§15 ) Compliance with 807 KAR 5:001 § 14, and submission of’
The facts relied upon to show that the proposed construction or Application 9 10, 12,
@ () extension is or will be required by public convenience or necessity: /1/4—15
Application passim
Copies of franchises or permits, if any, from the proper public Application § 8
(b) authority for the proposed construction or extension, if not previously
filed with the commission;
A full description of the proposed location, route, or routes of the Application 9 6, 9, 18
proposed construction or extension, including a description of the /l
(©) manner of the construction and the names of all public utilities, App. Exh. D, E, G
corporations, or persons with whom the proposed construction or
extension is likely to compete;
Maps to suitable scale showing the location or route of the proposed App. Exh. D, E, G
(1) construction or extension, as well as the location to scale of like
facilities owned by others located anywhere within the map area with
adequate identification as to the ownership of the other facilities; and
Plans and specifications and drawings of the proposed plant, Application q 18
equipment, and facilities; /
(DE) App. Exh. D, E, G
The manner in detail in which the applicant proposes to finance the Application § 17
(€) proposed construction or extension; and
An estimated annual cost of operation after the proposed facilities are | Application 9 19
® placed into service.
807 KAR 5:071 Description Filings
A copy of a valid third-party beneficiary agreement guaranteeing the Application g 5
$3 1) () continued operation of the sewage treatment facilities or other evidence | //
of financial integrity such as will insure the continuity of sewage service. | App. Exh. C
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Regulatory Requirements Application Index
807 KAR 5:071 Description Filings
Copy of a preliminary approval issued by the Division of Water Quality | Application 9 8
(b) of the Ky. Dept. for Natural Resources and Environmental Protection
approving the plans and specifications of the proposed construction.
A detailed map of the sewage treatment facilities showing location of App. Exh. D, E, G
(©) plant, effluent discharge, collection mains, manholes, and utility service
area.
A detailed estimated cost of construction, including all capitalized costs | Application Y 11, 13,
(construction, engineering, legal, administrative, etc.). 16
§3 (1) (@ /
App. Exh. F
© Financial exhibit described in 807 KAR 5:001 §12 App. Exh. B
The manner in detail in which it is proposed to finance the new Application 9 17
) construction, specifically stating the amount to be invested, recouped
through lot sales, or of contributions (to be) received, etc.
© Estimated cost of operation after the proposed facilities are completed. Application 9 19
Estimate of the total number of customers to be served by the proposed | Application § 19
(h) sewage treatment facilities (initially and ultimately), the class of
customers served, and the average monthly water consumption for each
class of customer.
(only if rate adjustment is sought) A detailed depreciation schedule of all | N/A
) treatment plant, property and facilities, both existing and proposed,
listing all major components of “package” treatment plants separately.
(only if rate adjustment is sought) The proposed rates to be charged for | N/A
(k) each class of customers and an estimate of the annual revenues derived
from the customers using the proposed rate schedules.
A full and complete explanation of corporate or business relationships Application q 3
between the applicant and a parent or brother-sister corporation, /l
0] subsidiary(ies), a development corporation(s), or any other party or App. Exh. A

business, to afford PSC a full and complete understanding of the
situation.
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Ky. PSC 2022-00102
App. Exh. A
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Central States Water Resources Corporate Entity Organizational Chart
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Ky. PSC 2022-00102
App. Exh. A
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Arkansas CSWR Organizational Chart Detail
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Ky. PSC 2022-00102
App. Exh. B
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Financial Exhibit
(807 KAR 5:001 §12; 807 KAR 5:071 §§ 3(1)(e), 3(2))

This Exhibit covers the 12-month period ending January 31, 2022, which is not more than 90

days prior to the date the Application is filed.

a)  The amount and kinds of stock authorized: None. Bluegrass is a limited-liability company,

which is a non-stock entity.

b)  The amount and kinds of stock issued and outstanding: None. Bluegrass is a limited-

liability company, which is a non-stock entity.

c)  Terms of preference of preferred stock, cumulative or participating, or on dividends or
assets or otherwise: Not Applicable. Bluegrass has no stock (preferred or otherwise)

authorized, issued, or outstanding.

d) A brief description of each mortgage on property of applicant, giving date of execution,
name of mortgagor, name of mortgagee or trustee, amount of indebtedness authorized to be
secured, and the amount of indebtedness actually secured, together with sinking fund

provisions, if applicable: There is no mortgage on any Bluegrass property.

e)  The amount of bonds authorized and amount issued, giving the name of the public utility
that issued the same, describing each class separately and giving the date of issue, face
value, rate of interest, date of maturity, and how secured, together with amount of interest
paid during the last fiscal year: None. Bluegrass has not been authorized to issue any

bonds and no bonds have issued.



g)

h)

Ky. PSC 2022-00102
App. Exh. B
Page 2 of 4

Each note outstanding, giving date of issue, amount, date of maturity, rate of interest, in
whose favor, together with amount of interest paid during the last fiscal year: Not

Applicable. Bluegrass has not issued any notes and has no notes outstanding.

Other indebtedness, giving same by classes and describing security, if any, with a brief
statement of the devolution or assumption of a portion of the indebtedness upon or by
person or corporation if the original liability has been transferred, together with amount of
interest paid during the last fiscal year: Not Applicable. Bluegrass has no indebtedness,
no indebtedness has been assumed by or devolved upon Bluegrass, and Bluegrass has not

paid interest during its last fiscal year (ended December 31, 2020).

The rate and amount of dividends paid during the five (5) previous fiscal years, and the
amount of capital stock on which dividends were paid each year: None. Bluegrass is a

non-stock entity, has not paid any dividend(s), and was organized on March 21, 2019.

A detailed income statement and balance sheet: An Income Statement for Bluegrass for the
12-month period ending January 31, 2022, and a Balance Sheet for Bluegrass as of

January 31, 2022 are provided on the following page(s).



Income Statement
*unaudited*

Bluegrass Water Utility Operating Company, LLC
12 Months Ending January 31, 2022

Revenues
Operating Revenues
Total Revenues

Expenses
Operations & Maintenance
General & Administrative
Depreciation & Amortization
Totals Expenses

Operating Income

Net Income

Ky. PSC 2022-00102
App. Exh. B
Page 3 of 4



Balance Sheet
*unaudited*

Current Assets
Cash
Accounts Receivable
Other Current Assets
Total Current Assets

Property, Plant & Equipment

Preliminary Survey & Investigation Charges
Other Long-Term Assets
Total Misc Long-Term Assets

Total Assets

Liabilities & Equity
Current Liabilities
Accounts Payable
Other Current Liabilities
Total Current Liabilities

Long-Term Liabilities
Payable to Associated Companies
CIAC
Other Long-Term Liabilities
Total Long-Term Liabilities

Capitalization
Paid-In Capital
Retained Earnings
Net Income

Total Liabilities & Capitalization

Ky. PSC 2022-00102
App. Exh. B
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Ky. PSC 2022-00102
App. Exh. C
Page 1 of 8

Amended and Restated Guaranty

This Amended and Restated Guaranty, dated as of April /§ , 2021, is provided by CSWR,
LLC, a Missouri limited-liability company (“the Guarantor™), in favor of the Kentucky Public
Service Commission (“the Commission™), relating to obligations of Bluegrass Water Ultility Op-
erating Company, LLC (*“the Utility’). This Amended and Restated Guaranty replaces the guar-
anty instrument dated as of July 23, 2020 (*the 7/23/20 Guaranty”) filed in Commission Cases
Nos. 2019-00104 and 2019-00360 on July 24, 2020.

PRELIMINARY STATEMENTS

A, The Utility is a limited liability company organized and existing under the laws of
the Commonwealth of Kentucky. It is a class B sewer utility, PSC ID# 5004000, subject to regu-
lation by the Commission. The Guarantor is the indirect sole owner of the Utility. The Utility is
a manager-managed company; its manager is Central States Water Resources, Inc. (“Central

States™), a Missouri corporation. Central States and the Guarantor are affiliated entities.

B. By Order entered August 14, 2019, in Case No. 2019-00104 (“the 8/14/19 Ox-
der”), the Commission approved the proposed acquisition of sewer utility assets by the Utility,
subject to acceptance of conditions set forth in the Appendix. In an 8/30/19 filing, thc conditions
were acknowledged and accepted by the Utility and its affiliates, including the Guarantor, and

cach agreed to be bound by the conditions set forth in the Appendix.
C. By Order entered February 17, 2020, in Case No. 2019-00360 (“the 2/17/20 Or-

der”), the Commission approved the proposed acquisition of sewer utility assets (among other
assets) by the Utility, subject to acceptance of conditions set forth in the Appendix. In a 3/6/20
filing, the conditions were acknowledged and accepted by the Utility and its affiliates, including
the Guarantor, and each agreed to be bound by the conditions set forth in the Appendix.

D. Condition #5 of both the 8/14/19 Order Appendix and the 2/17/20 Order Appen-
dix requires posting “a guaranteed financial instrument that is the equivalent of two-months of
the cost of [the Utility’s| third-party contractors” (“the Guarantee Condition™). Both Orders fur-
ther state that the Guarantee Condition will be ‘“terminated by further order of the Commission,
upon confirmation that Bluegrass Water’s condition is sufficiently strong to ensure the continued

rovision of sewer service” on the acquired systems.
p q Y
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Ky.PSC 2022-00102
App. Exh. C
Page 2 of 8

E. On July 24, 2020, the 7/23/20 Guaranty was filed in compliance with the 8/14/19

Order and the 2/17/20 Order in the respective Commission cases.

F. By Order entered January 14, 2020, in Case No. 2020-00297 (“the 1/14/20 Or-
der”), the Commission approved the proposed acquisition of sewer utility assets (among other
assets) by the Utility, subject to conditions set forth in ordering paragraphs 2-15. Condition #9
imposes the Guarantee Condition, and the 1/14/20 Order specifies that “this condition should ap-
ply to all of the systems owned and operated by Bluegrass Water, including those systems Blue-

grass Water was approved to purchase in Case No. 2020-00028 and herein.”

G. With the addition of the systems approved to be acquired in Case Nos. 2020-
00028 and 2020-00297, the equivalent of two-months of the cost of the Utility’s third-party con-
tractors exceeds the maximum aggregate liability of the 7/23/20 Guaranty, requiring the Guaran-
tor to enter into this Amended and Restated Guaranty (“this Guaranty™) with an increased maxi-

mum,

H. The Guarantor indirectly owns equity interests in the Utility and will benefit from
the Utility’s fulfillment of the Guarantee Condition, which it has acknowledged and accepted and
to which it has agreed to be bound, and from the Commission’s approval of such acquisitions
that may be proposed in the future. Such benefits have been determined by the Guarantor to be
sufficient such that the execution, delivery, and performance of this Guaranty is necessary or

convenient to the conduct of its business.

NoWw, THEREFORF, for good and valuable consideration, receipt whereof is hereby ack-
nowledged, and in fulfillment of the Guarantee Conditions, the Guarantor hereby makes the fol-
lowing representations and warranties to the Commission and hereby covenants and agrees in fa-

vor of the Commission as follows:

Guaranty
1. The Guarantor hereby guarantees to the Commission the full and prompt payment
and performance when due of two months of the obligation of the Utility to its third-party con-

tractors relating to the Utility’s sewer systems subject to the Guarantee Condition.

2. As of the date of this instrument, (a) the Systems owned and operated by the Util-
ity and subject to the Guarantee Condition are thosc listed on Exhibit A hereto, and (b} the names

and addresses of the Utility’s third-party contractors, the elements of the monthly costs therefor,
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Ky. PSC 2022-00102
App. Exh. C
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and calculation of the total two-months’ costs encompassed in the Guarantee Condition are set

out in Exhibit B hereto.

3. The maximum aggregate liability (“MAL”) of the Guarantor hereunder shall be
One Hundred, Seventy-Five Thousand, and no/100 Dollars (§ 175,000.00). If additions or other
changes to the Utility’s obligations related to the Guarantee Conditions cause the total two
months’ costs to be more than the stated MAL, the Guarantor will enter into a replacement guar-

anty agreement with a MAL amount that exceeds the total two months’ costs.

4. Subject to the MAL set out in § 3 above: (2) if the Utility acquires additional sew-
er systems subject to the Guarantee Condition, then any increase to the total two-months’ costs to
be encompassed in the Guarantee Condition will automatically be included in this Guaranty upon
the Utility’s closing the acquisition of the subject system, and (b} any addition or change to the
third-party contractors, the elements of the monthly costs therefor, or the total two months’ costs

will automatically be included in this Guaranty.

5. This Guaranty shall terminate one (1) year after the date of the 7/23/20 Guaranty;
provided, however, that the occurrence of a termination date shall not affect the liability of the
Guarantor with respect to obligations created or incurred prior to such date and any late fees, in-
terest, or penalties accruing with respect to such pre-termination obligations. Furthermore, to the
extent that the Commission has not completely terminated Guarantee Conditions for the Utility,
this Guaranty shall automatically renew for up to five (5) successive one-year periods, unless
sixty (60) days prior to the scheduled expiration date for the initial term or any renewal term, the
Utility or the Guarantor notifies the Commission in writing that this Guaranty will not be re-
newed and whether the Guarantor will provide a replacement guaranty agreement that fulfills

any remaining Guarantee Condition for the Ultility.

6. Any demand for payment on this Guaranty will be by Order entered by the Com-
mission (“Payment Order”) giving directions about the payment to be made (e.g., whether full or
partial payment and whether to a third-party service provider, the Commission, or some other
person, agency, or entity), finding that one or more of the following circumstances have been
presented to or come to the attention of the Commission, and concluding that the ordered pay-
ment on this Guaranty is necessary to ensure the continuity of sewer service to customers of

Bluegrass Water:
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a. the filing of a petition for bankruptcy of the Utility (involuntary or volun-
tary) or the Utility’s voluntary assignment (or proposal thereof) for the benefit of creditors pursu-
ant to KRS ch. 379;

b. the Commission has received a statement under oath or affirmation from a
third party that it is performing its obligations under a contract with the Utility for service to or
for one or more of the Systems (specifically identified in the statement), and that the Utility is in
default of its payment obligations to the third party under that contract or has notified the third

party that it will be unable to make timely payment under that contract in the future; or

c. the Commission has sought, and the Utility has not provided, adequate as-
surance that the Utility can maintain continuity of sewer service to its customers on one or more

of the Systems.

7. The Guarantor will make the payment(s) as directed in a Payment Order within
three (3) business days of actual notice of the Payment Order or by any deadline(s) specified in
the Payment Order, whichever is later. The Guarantor may request rehearing or modifieation of
the Payment Order by the Commission or seek court review of the Payment Order, but hereby
expressly (a) agrees that it will nonetheless make the payment(s) as directed in the Payment Or-
der by the applicable deadline(s) and (b) acknowledges that a failure to do so will constitute a
breach of this Guaranty Agreement despite any otherwise applicable right not to pay or defense
to payment during the pendency of any rehearing/modification request, court review, or period

during which such rehearing, modification, or review may be sought.

8 With the exception of its right to notice of a Payment Order (see 7 above), Guar-
antor expressly waives, to the fullest extent permitted by applicable law, each and every notice to

which it would otherwise be entitled under principles of guaranty or suretyship law.

Representations, Warranties, and Reports

9. Concurrently with the filing of the 7/23/20 Guaranty, the Guarantor submitted to
the Commission its audited consolidated financial statements for the 2019 calendar year (with a
request for confidential treatment). An audited consolidated financial statement for the 2020 cal-
endar year was submitted to the Commission (with a request for confidential treatment) in Case
No. 2020-00290 on March 22, 2021. For so long as any Guarantee Conditions remain for the

Utility and are met in whole or part by a guaranty from the Guarantor, the Guarantor will submit
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to the Commission its audited financial statement for each subsequent calendar year on or before

April 15 of the succeeding calendar year.

10.  The Guarantor represents that its current Total Assets amount exceeds § 50 mil-
lion. The Guarantor warrants that it will keep its Total Assets at a level that equals or exceeds
the MAL amount for the duration of this Guaranty. The Guarantor will notify the Commission
in writing within 30 days of any period of at least seven (7) days in which the Total Assets are
below the promised level and include in the nolice a statement of when the Total Assets again

met or exceeded the promised level.

1. The Guarantor hereby represents and warrants that: (a) it is duly organized and
validly existing in good standing under the laws of the jurisdiction of its organization; (b) it has
the power and authority to execute, deliver, and carry out the terms and provisions of this Guar-
anty and has taken all necessary action to authorize the execution, delivery, and performance of
this Guaranty; and (c) it has duly executed and delivered this Guaranty and this Guaranty consti-
tutes the legal, valid, and binding agreement of the Guarantor enforceable in accordance with its

terms.
Miscellaneous

12.  Notice to the Guarantor under this instrument shall be in writing delivered to the

Guarantor via USPS Registered Mail Restricted Delivery addressed to:

CSWR, LLC
1650 Des Peres Road; Suite 303
St. Louis, MO 63131

Delivery to the Guarantor by the method and at the address specified shall constitute actual no-

tice to the Guarantor.

13. This Guaranty shall in all respects be governed by, and construed and enforced in
accordance with, the laws (including, without limitation, the conflicts of laws rules) of the Com-
monwealth of Kentucky,

14.  The Guarantor irmevocably consents to the nonexclusive jurisdiction of the Frank-
lin County, Kentucky, Circuit Court in connection with any action or proceeding brought to en-
force this Guaranty and waives any objection to the bringing of any such action or proceeding in

such court based upon lack of personal or subject matter jurisdiction or improper venue. The
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Guarantor agrees that any process or other legal summons in connection with any such action or
proceeding may be served by mailing a copy thereof by certified mail, or any substantially simi-

lar form of mail, addressed to the Guarantor at the address set forth in § 12 above.

IN TESTIMONY WHEREOQF, the Guarantor has executed this Amended and Restated

Guaranty on the date set forth under its name below.

CSWR, LLC, a Missouri limited liability

company
Wf:/ZrE

By: _

Josial nager, Central

States Water Resources, Inc.

Date: (7Y //6/ 2

STATE OF MISSOURI )
, ) SS:
COUNTYOF __St. Loy )

Subscribed, swom to, and acknowledged this [U}- day of April 2021, before me, a
Notary Public, in and before said County and State.

My Commission expires S/‘/‘b‘f
N NANIEL ARYAN JANOWIAK
f Hotary Public, Notary Seal
.r’# Stata of Migsouri ﬂ’f‘/
: 5t. Charlas County \
“l Comrnission # 20374795 (
My Commission Expires 05-04-2024 NOFARY PUBLIC

{seal}' e - Up
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Exhibit B

THIRD-PARTY CONTRACTOR COSTS

As of April 1, 2021, the names and addresses of the third-party contractors of the Bluegrass
Water Utility Operating Company, LLC, the elements of the monthly costs therefor, and

calculation of the current total of two-months’ costs are set out below.

Third-Party Contractors

Midwest Water Operations, LLC Nitor Billing Services, LLC
1351 Jefferson Street, Suite 301 100 Chesterfield Business Pkwy, Ste. 256
Washington, MO 63090 Chesterfield, MO 63005

Contract per-month Costs

Contractor Service Charge Basis

Midwest Water Operations, LLC  operation and $3652 per system per month
maintenance {average)

Nitor Billing Services, LLC billing and other $2.50 per customer per month
customer services {average)

Two-Months® Cost Total

Service Par-Month Calculation 2 Months’ Total
o&M 19 systems x $3652/mo.=  $69,388 / month $138,776.00
Billing/ other 2316 customers X $2.50/mo. = $5790 / month $11,580.00

Customer Service
TOTAL $150,356.00
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FINAL SERVICE AREA MAP (v1)
HERRINGTON HAVEN

0w w (WASTEWATER)
SCALE: 1" = 80' GARRARD, KY

HERRINGTON HAVEN
TALL PLATS HAVE BEEN ACCOUNTED FOR. Lying on the Northeasterly side of Herrington Lake and along Herrington Haven Road in
Garrard County, Kentucky and more particularly bounded and described as follows to wit:

Beginning at an existing 5/8” rebar (bent) in the Southwesterly corner of the Westerly
right-of-way line of Herrington Haven Road at the Northwesterly corner of Lot 25A per Plat
Cabinet 2, Slide 452; Garrard County Clerks office; THENCE FROM SAID POINT OF
BEGINNING Northwestwardly along the Westerly right-of-way line of Herrington Haven
Road to a point at its intersection with the Northerly line projected Westwardly of lot 21 to
Herrington Haven Subdivision recorded in Deed Book 86, page 107, Garrard County Court
Clerks office; thence Northeastwardly along said projected Northerly line and the Northerly
line of said Lot 21 per said Herrington Haven Subdivision to the Northeasterly corner
thereof; thence Southeastwardly with the Easterly lines of Lots 21, 22, 23 and 24 per said
Herrington Haven Subdivision to the Southeasterly corner of said Lot 24 and in the
Northerly right-of-way line of an unnamed roadway; thence Northeastwardly with the
Northerly line of said unnamed roadway to a point at the Northeast end thereof; thence
Southeastwardly with the Easterly end of said unnamed roadway and the Easterly lines of
Lots 33, 34, 35, 36, 37, 38, 39, 40 and 41 per said Herrington Haven Subdivision to a point
at its intersection with the Northerly line projected Southwestwardly of Tract C per Plat of
Survey for James Wright recorded in Plat Cabinet 3, Page 227; thence Northeastwardly
with said projected Northerly line of said Tract C per Plat Cabinet 3, page 227 and the
Northerly line of said Tract C to the Northeasterly corner thereof: thence Southeastwardly
with the Easterly line of said Tract C and the Easterly lines of Tracts B and A per said Plat
of Survey for James Wright per Plat Cabinet 3, page 227 to the Southeasterly corner of
said Tract A and the Northeasterly corner of Lot 3 per Woodland Estates per Plat Cabinet
2, Slide 40; thence Southeastwardly with the Easterly line of said Lot 3 and the Easterly
lines of Lots 4 and 5 per said Woodland Estates recorded in Plat Cabinet 2, Slide 40 to the
Southeasterly corner of said Lot 5; thence Southwestwardly with the Southerly line of said
Lot 5 to a point at the Southwesterly corner of said Lot 5 and Southeasterly corner of Lot
67 to aforesaid Herrington Haven Subdivision per Deed Book 86, page 107; thence
Northwestwardly with the Southerly and Westerly lines of Lots 67, 66, 65, 64, 63, 62, 32,

TRACT NO. 2
HERRINGTON 31, 30, 29, 28, 27 and 26 per said Herrington Haven Subdivision and also following the
HAVEN SUBDIVISION approximate contour elevation of 760.0 feet to Herrington lake to the Northwesterly corner
DB 86-107 of Lot 26 and the Southwesterly corner of Lot 25 per aforesaid Plat Cabinet 2, Slide 452.
Thence Northwestwardly with the Westerly line of said Lot 25 per Plat Cabinet 2, Slide 452
and the Westerly line of aforesaid Lot 25A and continuing with the approximate 760.0
contour around Herrington Lake to the Point of Beginning.
NOTE:This description is for exhibit only and does not represent an actual boundary
survey. This exhibit is based on a service area shape provided by 21 Design Group. The
TRACT C surveyor did not abstract nor preform any field verification of the exhibit accuracy. The
location represents approximate location only and should not be construed as being 100%
WWTF SITE
LOT 25-A accurate.
PLAT CABINET 2, SLIDE 452 TRACT B
COMMITMENT NO. 22425-18
TRACT A
MAP LEGEND
UTILITY SERVITUDE
PER RECORD PLAT
LOT LINE
MAP DISCLAIMER:
This document is a graphic representation of the approximate service area for a ufility
system. Itis solely to provide a visual of the area of the system. This drawing does not
constitute a property boundary survey and shall not be used to convey property.
Utility Note Disclaimer:
The utilities shown hereon are depicted based on the description provided by the system manager.
21 Design Group, Inc performed no field verification of the layout and are unable to determine the
exact location at this time. The location represents approximate location only and should not be
construed as being 100% accurate. It is shown to provide general layout of the system only and
should not be used to interpret encroachments.
1351 Jefferson, Suite 301 mail@21designgroup.net

Washington, MO 63090 P: 636-432-5029
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CPCN Filing Capital Estimate - Herrington Haven

Construction Project NARUC Category Estimate Subtotal
KPDES Permit Compliance Upgrades

Sewer - Treatment and

MBBR Treatment System . $111,350
Disposal
Blowers and Controls for New MBBR
Assemblies (2 each) $30,400
Blower Pad $1,500
Blower Discharge Header Piping, Valves,
$3,500
Appurtenances
MBBR Assemblies Complete (3 each) $68,450
Electrical Distribution for MBBR $7.500
Treatment System
Peracetic Acid Disinfection System Sewer - Treatment and $22,250
Disposal
PAA Equipment and Pad $17,250
El'ec':trlcal' Distribution for PAA $5.000
Disinfection System
. . . Sewer - Treatment and
Solids Processing (Digester) System Disposal $69,950
Digester Tank and Pad $16,450
Digester Valves, Decant Piping, Grinder $15.000
FM Piping, Air Piping ’
Digester Diffusers $6,000
Digester Blower and Blower Pad $10,000
Digester WAS/RAS Piping $5,000
Digester System Grinder Pump and $5.000
Conrol Panel
Electrical Distribution for Digester $12.500
System
All Weather Gravel Access Road for All Sewer - General Plant $3.000 $3.000

Three New Systems

TOTAL Capital Estimate for CPCN Filing $206,550 $206,550
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Herrington Haven Area Map
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