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REBUTTAL TESTIMONY OF 

AARON SILAS 

I. INTRODUCTION

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

A. My name is Aaron Silas, and my business address is 655 Maryville Centre Drive, Suite

200, St. Louis, MO  63141.

Q. WHAT IS YOUR POSITION WITH BLUEGRASS WATER UTILITY

OPERATING COMPANY?

A. 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 Vice President of Customer Experience and Regulatory

Operations.

Q. ON WHOSE BEHALF ARE YOU FILING THIS DIRECT TESTIMONY?

A. I am filing on behalf of Bluegrass Water Utility Operating Company, Inc. (“Bluegrass

Water” or “Company”), which is a subsidiary of CSWR.

Q. HAVE YOU PREVIOUSLY FILED TESTIMONY BEFORE THIS

COMMISSION?

A. Yes, I previously filed direct testimony in this case.

Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS

CASE?
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A. The purpose of my rebuttal testimony is to respond to two recommendations offered by 

intervenor witnesses. First, I respond to the unaccounted-for water adjustment proposed 

by Mr. John Defever, who is appearing on behalf of the Office of the Attorney General 

and Scott County. Mr. Defever proposes to reduce the recovery of certain actual 

operating expenses based upon assumed levels of unaccounted-for water derived from 

proxy utilities. Second, I respond to Mr. Michael P. Gorman’s recommendations 

regarding the allocation of the Company’s wastewater revenue requirement. Mr. 

Gorman recommends modifying the Company’s proposed allocation in a manner that 

would shift a greater portion of the wastewater revenue requirement away from the 

Delaplain non-residential class and onto residential customers. 

Q. ARE YOU SPONSORING ANY EXHIBITS WITH YOUR REBUTTAL 

TESTIMONY? 

A. No. 

Q. WAS THIS REBUTTAL TESTIMONY PREPARED BY YOU OR UNDER 

YOUR DIRECT SUPERVISION? 

A. Yes. 

 

II. UNACCOUNTED-FOR WATER 

Q. HAVE YOU REVIEWED MR. DEFEVER’S UNACCOUNTED FOR WATER 

ADJUSTMENT? 

A. Yes. Mr. Defever proposes an adjustment based upon assumed levels of unaccounted-

for water derived from proxy utilities. Mr. Defever's recommendation attempts to 
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reduce recovery of actual expenses based upon assumptions regarding water loss that 

are not derived from Bluegrass Water's actual system data. 

Q.  DOES MR. DEFEVER CALCULATE BLUEGRASS WATER'S ACTUAL 

LEVEL OF UNACCOUNTED-FOR WATER? 

A.  No. Mr. Defever acknowledges that Bluegrass Water does not have the customer 

metering necessary to calculate an actual unaccounted-for-water percentage for the 

systems at issue. Rather than calculating Bluegrass Water's actual level of unaccounted-

for water, he relies upon an average derived from five unrelated Kentucky water utilities 

and assumes that average is representative of Bluegrass Water's systems. 

Q.  WHY DO YOU BELIEVE THAT APPROACH IS UNRELIABLE? 

A.  Water loss performance is highly system specific. Factors such as metering practices, 

source-water arrangements, system age, distribution system configuration, operating 

pressure, customer density, maintenance history, flushing requirements, and numerous 

other operational characteristics can significantly affect water loss metrics. Mr. Defever 

does not demonstrate that the utilities he selected are operationally comparable to 

Bluegrass Water's systems, nor does he demonstrate that the average performance of 

those systems is representative of Center Ridge. Without such a showing, I do not 

believe there is a reliable basis to use those utilities as a proxy for Bluegrass Water. 

Q. DOES THE COMPANY’S OPERATING HISTORY FURTHER 

DEMONSTRATE THE SHORTCOMINGS OF THIS METHODOLOGY? 

A. Yes. The Commission has long been aware that the Center Ridge service area primarily 

operates as an unmetered water system and that customers are billed using a flat 
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monthly charge rather than consumption-based billing. Bluegrass Water inherited that 

operational configuration when it acquired the system and it was upheld in the 

Company’s first rate case, Case 2020-00290. Despite being aware of these operational 

characteristics, Bluegrass Water was not Ordered to install customer meters for the 

purpose of measuring water loss, tracking customer consumption, or billing.  

That fact is important because Mr. Defever's recommendation assumes a level of 

precision regarding water loss that does not currently exist within the system. Neither 

Bluegrass Water nor the Commission have previously treated system-wide metering as 

a prerequisite to recovering actual operating expenses incurred in providing service. 

Furthermore, because Center Ridge operates as an unmetered flat-rate system, the 

operational characteristics of the system are fundamentally different from the utilities 

relied upon by Mr. Defever. In my opinion, there is no reliable basis to conclude that 

the experience of those utilities provides an appropriate proxy for estimating Center 

Ridge's actual level of unaccounted-for water. 

Q. DID MR. DEFEVER PROVIDE ANY RATIONALE FOR SELECTING THE 

ALLEGED PROXY GROUP OF WATER UTILITIES FOR DETERMINING 

UNACCOUNTED-FOR WATER LOSS?  

A. No. In responding to data requests from both Commission Staff and Bluegrass Water, 

Mr. Defever provided no explanation for selecting the alleged proxy group, other than 

stating they were water utilities operating in Kentucky. Mr. Defever made no attempt 

to explain why he believes that the alleged proxy group shares similarities to the water 
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systems operated at Center Ridge or why he believes those particular utilities are 

representative of the water systems operated at Center Ridge. In fact, the available 

evidence suggests the opposite. Center Ridge consists of four very small groundwater 

systems serving approximately 322 customer connections in total, with the individual 

systems ranging from approximately 54 to 122 connections. These systems primarily 

serve residential lake-area developments in Calloway County and operate as localized 

distribution systems supplied by groundwater wells. 

Mr. Defever did not evaluate whether the utilities included in his alleged proxy group 

have similar customer counts, service territory characteristics, infrastructure footprints, 

source water supplies, customer densities, operating configurations, or billing practices. 

Nor did he demonstrate that the utilities in his proxy group operate systems of 

comparable size or complexity. For example, larger Kentucky water utilities may serve 

substantially more customers over significantly larger geographic areas with far more 

extensive distribution infrastructure, creating operating conditions and opportunities for 

water loss that may differ materially from those present at Center Ridge. 

The physical characteristics of Center Ridge are particularly important because the 

system consists of several small, localized service areas rather than a large, 

interconnected regional network. As a result, there is no basis in the record to conclude 

that water loss performance experienced by larger Kentucky utilities is representative 

of what would be expected from the Center Ridge systems. Absent a demonstration that 

the selected utilities are operationally comparable to Center Ridge, I do not believe their 

average water loss percentages provide a reliable basis for estimating water loss at 
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Center Ridge or for concluding that the system experienced water loss in excess of the 

15 percent threshold proposed by Mr. Defever. 

Q. WHAT IS YOUR RECOMMENDATION TO THE COMMISSION 

REGARDING THIS PROPOSED ADJUSTMENT? 

A. I recommend that the Commission reject Mr. Defever's unaccounted-for water 

adjustment. The adjustment is not based upon Bluegrass Water's actual system data, 

does not identify specific imprudent costs, and relies upon assumptions regarding water 

loss to justify reducing recovery of expenses that the Company actually incurred in 

providing utility service. Similarly, Mr. Defever makes no attempt to explain why the 

selected proxy utilities should be considered representative of the Bluegrass Water 

water systems operated at Center Ridge. Furthermore, the Commission has long been 

aware of the operational characteristics of the Center Ridge system, including its largely 

unmetered customer base, and has never required the installation of system-wide 

metering to support recovery of actual operating costs. In my opinion, the record does 

not support reducing the Company's recovery of prudently incurred expenses based 

upon estimated water loss assumptions and proxy-system comparisons. 

III. RATE DESIGN 

Q. HAVE YOU REVIEWED MR. GORMAN’S RECOMMENDATIONS 

REGARDING RATE DESIGN? 

A. Yes. Mr. Gorman recommends modifying the Company's proposed allocation of 

wastewater costs among customer classes. While his proposal does not change the 

Company's overall revenue requirement, it would shift a greater portion of costs away 
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from commercial customers and onto residential customers. I do not agree with that 

recommendation. 

Q. WHY DO YOU BELIEVE THE COMPANY’S PROPOSED RATE DESIGN IS 

MORE APPROPRIATE? 

A. The Company's proposed rate design is rooted in the principle of cost causation, which 

is a foundational concept of utility ratemaking. Wastewater infrastructure must be 

designed, constructed, operated, and maintained to accommodate the hydraulic loading, 

treatment demands, peak flows, and capacity requirements imposed by customers 

connected to the system. As a result, certain customer classes place materially greater 

demands on wastewater infrastructure than others. In those situations, it is appropriate 

for those customers to bear a correspondingly greater share of costs. 

Q. IS IT UNUSUAL FOR COMMERCIAL CUSTOMERS TO BEAR A HIGHER 

PERCENTAGE INCREASE THAN RESIDENTIAL CUSTOMERS? 

A. No. In utility rate design, it is common for commercial customers to bear a different 

rate impact than residential customers when the cost of serving those customers differs. 

The objective of rate design is not to ensure that every customer class receives the same 

percentage increase. Rather, the objective is to allocate costs in a manner that 

reasonably reflects the responsibility each customer class has for creating those costs. 

Where commercial customers impose greater demands on system infrastructure, 

treatment processes, capacity requirements, or operational resources, it is both common 

and appropriate for those customers to bear a larger share of costs. 

Bluegrass Water 
Case No. 2025-00354 

Rebuttal Testimony of Silas



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

 
 

- 10 - 

 In this case, certain commercial and industrial customers contribute significantly 

greater wastewater volumes to the Delaplain treatment facilities than typical residential 

customers. Those higher volumes create additional hydraulic loading, require 

additional treatment capacity, consume a greater share of available plant resources, and 

influence both present and future capital investment requirements.  The Company 

believes those realities should be recognized in rate design. If a customer contributes 

substantially more flow to the system and drives a greater portion of treatment and 

capacity needs, it is reasonable for that customer to bear a greater share of the associated 

costs. 

Q. HOW DOES THE COMPANY RESPOND TO MR. GORMAN’S 

RECOMMENDATION TO APPLY A UNIFORM PERCENTAGE INCREASE 

ACROSS CUSTOMER CLASSES? 

A. While Mr. Gorman criticizes the Company's proposed allocation, he does not provide 

a class cost-of-service study demonstrating that a uniform percentage increase is a more 

accurate reflection of cost causation. Instead, he proposes an alternative rate design 

approach that applies substantially similar increases across customer classes. In my 

opinion, it is more reasonable to recognize the differing demands placed upon the 

system by various customer classes than to assume all customer classes should receive 

substantially the same treatment. The Company believes its proposal better reflects 

those operational differences while avoiding a result that would shift additional costs 

from larger non-residential users onto residential customers. 
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Q. WHAT IS YOUR RECOMMENDATION TO THIS COMMISSION? 

A. I recommend that the Commission reject Mr. Gorman's proposed modification and 

adopt the Company's proposed rate design. The Company's approach is grounded in 

cost causation principles, reflects the best information available regarding the demands 

placed on the Delaplain wastewater facilities and customer usage characteristics, and 

avoids requiring residential customers to bear costs that are more appropriately assigned 

to larger commercial and industrial users. 

IV. CONCLUSION 

Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY? 

A. Yes.  
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