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REBUTTAL TESTIMONY OF

CAITLIN O’REILLY

I. INTRODUCTION

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Caitlin O’Reilly, and my business address is 655 Maryville Centre Drive,
Suite 200, St. Louis, MO 63141.

WHATIS YOUR POSITION WITH BLUEGRASS WATER UTILITY
OPERATING COMPANY?

I am employed by CSWR, LLC, (“CSWR?”), the affiliated company that has operational
oversight over CSWR’s utility operating companies (including Bluegrass Water)
and my current position is Director of Regulatory and Plant Accounting.

ON WHOSE BEHALF ARE YOU FILING THIS DIRECT TESTIMONY?

I am filing on behalf of Bluegrass Water Utility Operating Company, Inc. (“Bluegrass
Water” or “Company”), which is a subsidiary of CSWR.

HAVE YOU PREVIOUSLY FILED TESTIMONY BEFORE THIS
COMMISSION?

Yes, I previously filed direct testimony in this case.

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS
CASE?

My rebuttal testimony will address some of the revenue requirement adjustments
proposed in the direct testimony of John Defever, who is appearing in this proceeding
on behalf of intervenors the Office of the Attorney General and Scott County. Other
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Q.

A.

adjustments proposed by Mr. Defever will be addressed in the rebuttal testimony of
Company witness Brent G. Thies.

WHICH OF MR. DEFEVER’S PROPOSED ADJUSTMENTS WILL YOU
ADDRESS?

I will address the following adjustments proposed by Mr. Defever:

e The proposed adjustment to employee health insurance expense based on
average employer/employee contribution percentages as determined by the
United States Bureau of Labor Statistics (“BLS”);

e The recommendation to eliminate alleged lobbying expenses from the forward-
looking test period cost of service;

e A proposed adjustment to recover the unamortized portion of rate case expense
authorized for recovery in Case No. 2022-00432 over a three-year amortization
period;

e The proposed adjustment to uncollectible expense based on an average of the
historical net write-offs but excluding 2024 write-offs from that average; and

e An adjustment to allocated expenses for the forward-looking test period based
upon 2025 calendar actual allocation expense with no adjustment for inflation
or any other anticipated cost increases.

ARE YOU SPONSORING ANY EXHIBITS WITH YOUR REBUTTAL

TESTIMONY?

No.
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Q.

WAS THE TESTIMONY YOU SPONSOR PREPARED BY YOU OR BY

SOMEONE UNDER YOUR DIRECT SUPERVISION?

A.

24 |[A

25
26
27
28

Yes.

I1. EMPLOYEE HEALTH INSURANCE PREMIUMS

PLEASE DESCRIBE MR. DEFEVER’S PROPOSED ADJUSTMENT TO
EXPENSE RELATED TO EMPLOYEE HEALTH INSURANCE PREMIUMS.
In its final order in the Company’s last rate case, the Commission recognized its
practice, stating that “in the absence of any compensation policy or benefits study
regarding insurance benefits, an adjustment should be made to bring the employee
contributions in line with the BLS average employer contribution percentages for health
insurance and the Willis Benefits Benchmarking Survey for dental insurance.” Because
Bluegrass Water did not engage a consultant to perform a benefits study in this case,
Mr. Defever proposes to adjust employee benefits expense to a level consistent with the
BLS averages referenced in that final order.

DO YOU AGREE WITH THE PROPOSED ADJUSTMENT TO EMPLOYEE
BENEFITS EXPENSE?

No.

PLEASE EXPLAIN WHY YOU DISAGREE.

Mr. Defever's analysis focuses on a single component of employee compensation while
largely ignoring the broader labor market circumstances facing the Company. CSWR
1s not a traditional single-state utility. Rather, it operates utility systems across

numerous jurisdictions and relies on a relatively small workforce to perform regulatory,
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engineering, accounting, compliance, operations, customer service, information
technology, and management functions supporting those systems.

The Company therefore competes for employees in a much broader labor market
than regulated utilities alone. Our employees regularly possess skills that are directly
transferable to many industries, including engineering firms, consulting firms, financial
organizations, construction companies, environmental companies, and other service
organizations. As a result, the Company must offer a competitive overall compensation
package to attract and retain qualified personnel.

DO YOU BELIEVE HEALTH INSURANCE BENEFITS SHOULD BE
EVALUATED INDEPENDENTLY FROM THE REMAINDER OF THE
EMPLOYEE COMPENSATION?

No. Employee compensation is best evaluated as a complete package rather than by
focusing exclusively on a single benefit component. Employees do not make
employment decisions based solely on one item such as health insurance premiums.
Rather, decisions regarding recruitment and retention are influenced by wages, benefits,
retirement offerings, advancement opportunities, workplace flexibility, professional
development, and overall career opportunities. In my opinion, evaluating only the
employee premium contribution percentage provides an incomplete picture of the
Company's total compensation philosophy.

HOW DOES THE COMPANY’S STAFFING MODEL AFFECT YOUR VIEW
OF THE REASONABLENESS OF ITS HEALTH INSURANCE EXPENSE?
The Company's staffing model is intentionally lean. Unlike many traditional utilities,
CSWR does not maintain large departments dedicated exclusively to a single
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jurisdiction. Instead, employees frequently provide support across multiple states,
multiple utility systems, and multiple functions. As a result, retaining experienced
employees is particularly important. When a specialized employee leaves the
organization, the impact is often greater than it would be in a larger utility with
significant staffing redundancy. The costs associated with turnover, recruitment,
training, lost productivity, and reliance on temporary resources can often exceed any

perceived savings from reducing employee benefits.

Q. WHAT IS YOUR RECOMMENDATION TO THE COMMISSION REGARDING

A.

MR. DEFEVER’S PROPOSED ADJUSTMENT?

I recommend that the Commission reject Mr. Defever's adjustment. While
benchmarking information can be helpful, it should not be used mechanically or in
isolation. The Company believes the record demonstrates that its health insurance
benefits are a reasonable component of a broader compensation package necessary to
recruit and retain qualified personnel and support the provision of safe and reliable

utility service.

III. LOBBYING EXPENSE

WHAT IS THE BASIS FOR MR. DEFEVER’S PROPOSED ADJUSTMENT TO
LOBBYING EXPENSE?

Mr. Defever determined that a portion of Bluegrass Water’s governmental affairs costs
should be considered lobbying and therefore should be eliminated from the Company’s

operating expense for the forward-looking test period.
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WERE THE COSTS MR. DEFEVER IDENTIFIED AS LOBBYING EXPENSE
ACTUALLY INCURRED FOR THAT PURPOSE?

No. While Mr. Defever characterizes a portion of these costs as lobbying expense, the
amounts at issue represent an allocation of compensation associated with the
Company's broader public policy, regulatory affairs, and strategic communications
functions, not lobbying. These responsibilities do not include lobbying activities;
rather, they include customer communications, stakeholder outreach, regulatory
education, public trust initiatives, and coordination of communications related to utility
operations and infrastructure investment. These activities provide direct benefits to
customers by improving transparency, supporting effective communication regarding
service matters, and helping customers and public officials better understand utility
operations and infrastructure needs.

WHAT IS YOUR RECOMMENDATION TO THE COMMISSION
REGARDING MR. DEFEVER'S PROPOSED ADJUSTMENT?

I recommend that the Commission reject Mr. Defever's proposed adjustment. The costs
at issue are reasonable operating expenses associated with functions that provide
tangible benefits to Bluegrass Water's customers and communities. Through public
policy, regulatory affairs, and strategic communications activities, these functions
support customer education, community outreach, public trust initiatives, operational
communications, and stakeholder engagement regarding utility service and
infrastructure investment. Accordingly, I do not believe removal of these costs from the

Company's revenue requirement is warranted.
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IV. UNAMORTIZED RATE CASE EXPENSE

PLEASE DESCRIBE MR. DEFEVER’S PROPOSED ADJUSTMENT
RELATED TO THE UNAMORTIZED PORTION OF RATE CASE EXPENSE
FOR CASE NO. 2022-00432 THAT THE COMMISSION APPROVED FOR
RECOVERY.

Of the total rate case expense the Commission authorized for recovery in the
Company’s last rate case approximately $201,670 remained uncollected as of the end
of the test period. Because he believes that unamortized balance will be fully recovered
by the end of 2026, Mr. Defever recommends eliminating that cost from the cost of
service for the forward-looking test period.

DO YOU AGREE WITH WHAT MR. DEFEVER IS PROPOSING?

The Company agrees with Mr. Defever’s recommendation to amortize the remaining
balance, adjusted for the balance as of the date the Final Order is issued, together with

the approved rate case expenses in this proceeding, over a three-year period.

V. UNCOLLECTIBLE EXPENSE

WHAT ADJUSTMENT TO UNCOLLECTIBLE EXPENSE IS MR. DEFEVER
PROPOSING?

Mr. Defever proposes to reduce uncollectible expense based on a historical average of
actual write-offs by Bluegrass Water. However, he excludes write-offs for calendar year
2024 because write-offs recorded for that year are much higher than they were during
2021, 2022, or 2023.

DO YOU BELIEVE THE METHODOLOGY MR. DEFEVER USES TO MAKE

HIS PROPOSED ADJUSTMENT IS REASONABLE?
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No, I do not.

PLEASE EXPLAIN WHY YOU BELIEVE MR. DEFEVER’S
METHODOLOGY IS INCORRECT.

Mr. Defever excludes 2024 from his analysis because the level of write-offs was higher
during that period. However, the write-offs recorded in 2024 relate to uncollectible
balances accumulated over multiple years and therefore do not represent solely the bad
debt experience of the current period. As a result, excluding 2024 write-offs will not
provide a representative measure of normalized ongoing uncollectible expense.

Additionally, Bluegrass Water’s operations consist primarily of sewer systems,
for which discontinuing service due to nonpayment can be particularly costly and
operationally challenging. The Company has also continued to acquire additional sewer
systems, resulting in a continually evolving customer base and limited historical
experience for certain acquired systems. Developing a sufficiently representative
history of uncollectible expense following an acquisition takes time as the Company
establishes payment patterns and collection experience for the newly acquired customer
base.

Given these considerations, Bluegrass Water uses a 1% methodology to estimate
uncollectible expense. This methodology has been reviewed by management and
determined to be reasonable and sufficient as a conservative, normalized estimate. The
methodology reflects the broader bad debt experience across the eleven-state footprint
of the CSWR-affiliated utility group and provides a consistent basis for estimating
ongoing uncollectible expense while sufficient entity-specific historical experience
continues to develop.
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Accordingly, the Company believes the 1% methodology provides a reasonable
and conservative estimate of normalized uncollectible expense and is more
representative of ongoing operations than relying on a single year of elevated write-
offs.

VI. ALLOCATED EXPENSES

PLEASE EXPLAIN MR. DEFEVER’S PROPOSED ADJUSTMENT TO
ALLOCATED EXPENSES FOR THE FORWARD-LOOKING TEST PERIOD.

Because CSWR performs services such as finance, accounting, legal, engineering, and
executive management for all its utility operating affiliates a large portion of Bluegrass
Water’s administrative expenses are allocated. Because those allocations fluctuate year-
to-year, Mr. Defever proposes to base allocated expenses for the forward-looking test
period on actual allocated costs for calendar year 2025 with no increase for inflation or
any other anticipated increase in those costs.

PLEASE EXPLAIN WHY YOU BELIEVE THE METHODOLOGY MR.
DEFEVER PROPOSES TO ESTIMATE ALLOCATED COSTS FOR THE
FORWARD-LOOKING TEST PERIOD IS UNREASONABLE.

Mr. Defever's recommendation assumes historical cost levels remain representative of
the costs expected during the rate-effective period. That assumption does not
adequately account for growth, inflation, additional compliance obligations, and
changes in operational requirements.

WHY ARE SHARED SERVICE FUNCTIONS IMPORTANT?

Shared services provide critical accounting, finance, regulatory, customer service,

compliance, information technology, and management support functions necessary to
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operate Bluegrass Water safely and efficiently. These functions provide the
infrastructure and oversight necessary for the Company’s day-to-day operations and
allow Bluegrass Water to maintain appropriate financial, operational, and regulatory
controls. Centralizing these functions through shared services allows the Company to
leverage specialized personnel, established processes, systems, technology, and
institutional knowledge across the organization. This approach promotes consistency
in the application of accounting and financial policies, regulatory compliance, internal
controls, information security, customer service practices, and operational support. It
also avoids the unnecessary duplication of personnel, systems, and administrative
resources that would otherwise be required if each function were maintained
independently within Bluegrass Water. In addition, shared services provide economies
of scale by allowing Bluegrass Water to benefit from resources and expertise that would
be inefficient or impractical to replicate solely for the Company. The shared service
model allows costs to be incurred and managed efficiently while ensuring that the
appropriate level of support is available to Bluegrass Water. Where shared costs are
incurred on behalf of multiple entities, the Company uses allocation methodologies
designed to assign costs in a reasonable relative benefit received. The shared service
model ultimately allows Bluegrass Water to obtain the necessary level of administrative
and specialized support while avoiding the greater cost and inefficiency associated with

maintaining duplicative standalone functions.

VII. CONCLUSION

DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?
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Yes.
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ELECTRONIC APPLICATION OF BLUEGRASS WATER UTILITY OPERATING
COMPANY, LLC FOR AN ADJUSTMENT OF WATER AND SEWAGE RATES,
CASE NO. 2025-00354

BLUEGRASS WATER UTILITY OPERATING COMPANY, LLC’S REBUTTAL
TESTIMONY

VERIFICATION

I, Caitlin O’Reilly verify, state, and affirm that | prepared or supervised the preparation of the
Rebuttal Testimony filed with this Verification, and that Rebuttal Testimony is true and accurate
to the best of my knowledge, information, and belief formed after a reasonable inquiry on this

‘?_ ~__day of September, 2026. () f

Caitlin O’Reilly /
Director of Regulatory and Plant Accounting
Bluegrass Water Utility Operating Company, LLC

STATE OF MISSOURI )
) ss:
COUNTY OF ST. LOUIS )

al. \
SUBSCRIBED AND SWORN TO before me by (aitln 8 #lfyon this the jﬁ day of

,S(!plwfmf ,2026.
My commission expires: S_/"f/w

P ———— S

DANIEL RYAN JANOWIAK

Notary Public, Nolary‘SeaI
State of Missouri
St. Louis Coun;y,:ng5

ission # 203 :
My s on Expires 05-04-2028 Noward Public -
W
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