
COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

 
In the Matter of:       )   
        ) 

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 SUPPLEMENTAL  
RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 
Bluegrass Water Utility Operating Company, LLC (“Bluegrass Water” or the “Company”), 

by counsel, files its supplemental responses to Commission Staff’s Second Request for 

Information, issued in the above-captioned case on February 13, 2026. 

 

FILED: May 8, 2026



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 SUPPLEMENTAL 
RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

Supplemental Response to PSC No. 2-20 
Page 1 of 2 

 

 
REQUEST NO. 2-20: Refer to the O’Reilly Direct Testimony, page 8, lines 7–11, 

which states that the PCE Price Index was utilized to project maintenance and 

administrative costs. 

a. Explain why the PCE Index, which is described as taking a broader, more 

comprehensive approach than the Consumer Price Index (CPI), was chosen 

specifically for these utility-specific cost categories. 

b. Provide a comparison of the impact on the revenue requirement if the 

standard CPI had been used in Excel spreadsheet format with all formulas, 

rows, and columns unprotected and fully accessible. 

 

ORIGINAL RESPONSE:   

a. The PCE Index monitors changes in prices of goods and services consumed by all 

household and nonprofit institutions serving households, whereas the CPI index only monitors 

change in out-of-pocket expenditures for all urban households for a particular set of goods. Most 

of the customers that Bluegrass Water serves are in rural communities, and such data is not 

included in the CPI index. Secondly, the PCE Index also includes more changes relating to out-of-

pocket expenses in its calculation than the CPI. Lastly, PCE Index percentages are generally lower 

than the CPI percentages, which is attributable in large part to the fact the PCE excludes food and 

energy where prices tend to swing up or down more dramatically. Using the CPI could result in 

higher forecasted expenses. For the forward-looking test period, the PCE rates are forecasted at 

3.0%, 2.6%, 2.1% and 2.0% while the CPI are forecasted at 3.0%, 2.8%, 2.4% and 2.2%. 



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 SUPPLEMENTAL 
RESPONSES TO COMMISSION STAFF’S SECOND REQUEST FOR INFORMATION 

 

 
 

Supplemental Response to PSC No. 2-20 
Page 2 of 2 

 

b. Please see attached Exhibit PSC 2-20 Financial Work (CPI vs PCE) for comparison 

on Excel tabs labeled “Revenue Requirement,” “Revenue Requirement Water,” and “Revenue 

Requirement WW.” 

 

SUPPLEMENTAL RESPONSE: 

a. Please see Original Response. 

b. Please see Amended Exhibit PSC 2-20 (CPI vs PCE) for comparison on Excel tabs 

labeled “Revenue Requirement,” “Revenue Requirement Water,” and “Revenue Requirement 

WW,” using the standard CPI. 

Witness: Caitlin O’Reilly, Accounting Manager – Regulatory Accounting 
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REQUEST NO. 2-24: Refer to the Thies Direct Testimony, page 11. 

a. Provide the status of the Delaplain project. 

b. Provide the citations to the record and identify any amounts included in the 

base period and forecasted test year for the Delaplain project. 

 

ORIGINAL RESPONSE:   

a. The Delaplain project remains under construction and is nearing completion, with 

a punch list currently expected in March 2026. Bluegrass Water experienced schedule delays to 

allow installation of additional components (e.g., valves, pumps, and maintenance bypass lines), 

and now expects system startup and operator training to occur by the end of April 2026, followed 

by project closeout. 

b. Please see attached Exhibit PSC 2-24b – Delaplain Assets.  

 

SUPPLEMENTAL RESPONSE: 

a. The Delaplain project remains under construction and is nearing completion, with 

a punch list currently expected in June 2026. Bluegrass Water experienced schedule delays to 

allow installation of additional components, such as new plug valves in the equalization tank and 

bar screen, to promote more efficient operation and to allow upgrades to the electrical system. 

Bluegrass Water now expects system startup and operator training to occur by the end of May 

2026, followed by the punchlist and project closeout. Given the extent of the system changes, the 
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Company plans to allow the system to run for at least four weeks to ensure all components are 

operating without issue. 

b. Please see Amended Exhibit PSC 2-24b Delaplain Assets for amounts included 

outside the actual base year. 

 

Witness: Brent Thies, Vice President and Corporate Controller 
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REQUEST NO. 2-28: Refer to the Thies Direct Testimony, page 44, lines 1-8. Provide 

the calculation of the percentage Bluegrass Water used to determine the $15,181 return on 

investment. 

 

ORIGINAL RESPONSE: The return on investment of $15,181 presented in Thies Direct 

Testimony was based on a calculation using 8.75% WACC and has been revised to reflect the 

correct rate of return for the forecast period using capital structure presented in the Direct 

Testimony of Matt Howard. The updated return on investment is $15,846.90. Please refer to 

Exhibit PSC 2-28 - ROI – Randview for the revised calculation. 

 

SUPPLEMENTAL RESPONSE: The return on investment of $15,181 presented in Thies 

Direct Testimony was based on a calculation using 8.75% WACC and has been revised to reflect 

the correct rate of return for the forecast period using capital structure presented in the Direct 

Testimony of Matt Howard. The updated return on investment is $15,843.57. Please refer to 

Amended Exhibit PSC 2-28 ROI – Randview Revised for the revised calculation. 

 

Witness: Brent Thies, Vice President and Corporate Controller 
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REQUEST NO. 2-35: Refer to the Harlow Direct Testimony, page 19, lines 6-7, in 

which it states that “new connection fees (tap fees) are recorded as Contributions in Aid of 

Construction (CIAC) and therefore do not affect net income or the revenue deficiency.” 

Explain whether the associated depreciation expense of those specific assets has been 

excluded from the revenue requirement. 

 

ORIGINAL RESPONSE: Bluegrass Water records new connection fees as Contributions 

in Aid of Construction (CIAC). The Company included CIAC along with corresponding 

depreciation in the rate base calculation. 

 

SUPPLEMENTAL RESPONSE: New connection fees are recorded as Contributions in 

Aid of Construction (CIAC).  CIAC along with the corresponding depreciation are included in the 

rate base calculation.   See Amended Exhibit 9 - Financial Workbook, under tabs labeled, “CIAC 

WW” and “CIAC Water.” 

 

Witness: Brent Thies, Vice President and Corporate Controller 
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REQUEST NO. 2-37: Refer to the Howard Direct Testimony, pages 5-6.  Explain the 

shift toward more expensive equity financing which proposed a common equity ratio 

increase from 47.81 percent in the Base Year to 50.80 percent in the Test Year. 

 

ORIGINAL RESPONSE:  The increase in the proposed common equity ratio from 

47.81 percent in the Base Year to 50.80 percent in the Test Year is attributable to the 

reclassification of the temporary working capital funding provided by CSWR, LLC. The working 

capital funding was initially recorded as intercompany debt; however, it was subsequently 

determined that Bluegrass Water lacked the ability to repay this funding and that the capital was 

permanent in nature. As a result, the balance of the temporary working capital account was 

reclassified from intercompany debt to equity. 

 

SUPPLEMENTAL RESPONSE: The increase in the proposed common equity ratio from 

49.54 percent in the Base Year to 50.76 percent in the Test Year is attributable to the 

reclassification of the temporary working capital funding provided by CSWR, LLC. The working 

capital funding was initially recorded as intercompany debt; however, it was subsequently 

determined that Bluegrass Water lacked the ability to repay this funding and that the capital was 

permanent in nature. As a result, the balance of the temporary working capital account was 

reclassified from intercompany debt to equity. 

Witness: Brent Thies, Vice President and Corporate Controller 
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REQUEST NO. 2-45: Refer to the Application, Exhibit 9 (Financial Workbook), 

Balance Sheet Summary. 

a. Provide a balance sheet separated by water and waste water. 

b. Explain the drivers of the $602,204 reduction in Other Non-Current Assets 

between the base period and the forecasted period. 

c. Explain the drivers of the $655,465 increase in Depreciation Reserve between 

the base period and the forecasted period. 

d. Explain the drivers of the $988,732 reduction in Payable to Associated 

Companies between the base period and the forecasted test period. 

e. Explain the drivers of the $3,085,666 increase in Paid-in Capital between the 

base period and the forecasted test period. 

f. Explain the drivers of the $3,091,258 reduction in Retained Earnings between 

the base period and the forecasted test period. 

 

ORIGINAL RESPONSE:   

a. Please see attached Exhibit PSC 2-45a – Balance Sheet. 

b. Bluegrass Water has determined the $602,204 reduction in Other Non-Current 

Assets (Account No. 186001) is due to a decrease of Deferred Rate Case expense of $584,863 

(fully amortized prior to forecasted period) and a decrease of Other 
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c. Deferred Debits (Account No. 186010) of $17,341 (Randview one year 

amortization). 

d. The $655,465 increase in Depreciation Reserve (Account No. 108000) is primarily 

driven by increased depreciation cost due to the expectation of additional plant in service, 

including the completion of the construction at Delaplain. 

e. The decrease in the amount payable to associated companies is due to Bluegrass 

Water needing less assistance from Associated Companies as a result of additional revenues 

generated from a requested rate increase.  

f. The increase in Paid in Capital is due to equity infusions from Bluegrass Water’s 

parent, CSWR, LLC, into the account Common Stock Issued (Account No. 201000). 

g. Retained Earnings are the cumulative net income of the company. The reduction is 

due to negative net income forecasted from the base period to the forecasted period. 

 

SUPPLEMENTAL RESPONSE: 

a. Please see Amended Exhibit PSC 2-45a Balance Sheet Revised. 
 
b. Please see the Original Response. 
 
c. Please see the Original Response.  
 
d. Please see the Original Response.  
 
e. Please see the Original Response.  
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f. Please see the Original Response. 
 

Witness: Brent Thies, Vice President and Corporate Controller 
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REQUEST NO. 2-47: State whether this 8.5 percent aligns with benchmarked market 

rates for similar risk-adjusted utility management services. Provide the names of the 

affiliated companies and the associated amount of debt. 

 

ORIGINAL RESPONSE: The 8.5 percent aligns with the market rate that CSWR, LLC, 

received under its debt facility that was obtained after engaging in a bid process among prospective 

lenders. The affiliated company to whom the amounts are payable is CSWR, LLC. All amounts 

included as Payable to Associated Companies are owed to CSWR, LLC. Please see Exhibit 9, 

Balance Sheet Summary line 34 Payable to Associated Companies for the amount of debt 

Bluegrass Water owes to CSWR, LLC.  

 

SUPPLEMENTAL RESPONSE: The 8.5 percent aligns with the market rate that CSWR, 

LLC, received under its debt facility that was obtained after engaging in a bid process among 

prospective lenders. The affiliated company to whom the amounts are payable is CSWR, LLC. All 

amounts included as Payable to Associated Companies are owed to CSWR, LLC. Please see 

Amended Application Exhibit 9, Balance Sheet Summary line 41 Payable to Associated 

Companies for the amount of debt Bluegrass Water owes to CSWR, LLC.  

 

Witness: Brent Thies, Vice President and Corporate Controller 
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REQUEST NO. 2-51: Refer to the Application, Exhibit 9 (Financial Workbook), RB 

TY 13-month Avg. Provide the location and amount(s) of each acquisition adjustments. 

 

ORIGINAL RESPONSE:  Bluegrass Water did not include acquisition adjustments in 

Exhibit 9 to the Application – Financial Workbook, on Excel tab labeled “RB TY 13-month Avg.” 

The Company is requesting the acquisition adjustment amount of $12,755 from the 

Commonwealth Wastewater Systems acquisition. Please see the attached Exhibit PSC 2-51 – 

Commonwealth Acquisition Adjustment, for the impact of the premium and associated 

amortization on the revenue requirement. 

 

SUPPLEMENTAL RESPONSE: The acquisition adjustments are reflected in columns 

D–P of Amended Application Exhibit 9, totaling $112,926, specifically in rows 13 and 86 of the 

“RB TY-13 Month Avg” tab within the Amended Application Exhibit 9 filing. 

 

Witness: Brent Thies, Vice President and Corporate Controller 
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REQUEST NO. 2-52: Refer to the Application, Exhibit 9 (Financial Workbook), RB 

TY 13-month Avg. and Case No. 2022-00432, Feb. 14, 2024 Order, page 42.1 Provide the 

drivers of the approximately $9 million increase to plant in service between the test year in 

Case No. 2022-00432 and the beginning of the forecasted period in this case. 

 

 ORIGINAL RESPONSE:  In the course of responding to data request responses, the 

Company discovered that the approximately $9 million increase to plant in service may be a 

mathematical error in Application Exhibit 9. The Company is seeking to discover the source of 

any error and will supplement in due course. 

 

SUPPLEMENTAL RESPONSE: Please see Exhibit PSC 2-52 - Plant in Service. As 

reflected in Amended Application Exhibit 9, the increase to wastewater plant in service since the 

Commission’s Order in Case No. 2022-00432 is approximately $7 million. 

The most significant drivers of the increase to plant in service are as follows: 

 $2,078,288 is attributable to capital improvements at Delaplain, which were approved in 

Case No. 2022-00104.

 
1 Case No. 2022-00432, Electronic Application of Bluegrass Water Utility Operating Company, LLC for an 
Adjustment of Sewage Rates (Ky. PSC Feb. 14, 2024). 
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 $812,141 is attributable to capital improvements at Woodland Acres, which were approved 

in Case No. 2022-00015. 

 $485,412 is attributable to capital improvements at Permission Ridge, which were 

approved in Case No. 2022-00046. 

 $505,816 is attributable to capital improvements at Herrington Haven, which were 

approved in Case No. 2022-00102. 

 $172,123 is attributable to the addition of plant in service at Magruder Village, a system 

that was acquired after the prior rate case was filed and such acquisition approved in Case 

No. 2023-0218. 

 $150,944 is attributable to the addition of plant in service at Yung Farms, a system that 

was acquired after the prior rate case was filed and such acquisition approved in Case No. 

2023-00181. 

 $153,676 is attributable to the addition of plant in service at Commonwealth Wastewater, 

a system that was acquired after the prior rate case was filed and such acquisition approved 

in Case No. 2023-00181. 

 The remainder is attributable to necessary and routine improvements across all other 

Bluegrass Water wastewater systems. 

 

Witness: Brent Thies, Vice President and Corporate Controller 
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REQUEST NO. 2-56: Refer to the Direct Testimony of Josiah Cox (Cox Direct 

Testimony), pages 17-18. 

a. Provide a detailed table that compares the cost-based rates of the 

Commonwealth Wastewater Systems, Yung Farm Estates, and Magruder 

Village service areas on a system-specific basis and consolidated basis. 

b. Provide the subsidization amounts in relation to Bluegrass Water’s other 

systems for the base and test periods for each of the three newly acquired 

facilities. 

 

ORIGINAL RESPONSE:   

a. Please see attached Exhibit PSC 2-56 – Cost Basis. 

b. Please refer to the response provided in subpart a. 

 

SUPPLEMENTAL RESPONSE:  

a. Please see attached Amended Exhibit PSC 2-56 – Cost Basis. 

b. Please refer to the response provided in subpart a.  

 

Witness: Brent Thies, Vice President and Corporate Controller 
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REQUEST NO. 2-58: Refer to Freeman Direct Testimony, page 5, points (3) and (4), 

and pages 14-118. Provide copies of the receipts, invoices or other forms of verifiable 

payments made for all capital improvements for each system and categorize by system and 

date. 

a. From February 27, 2023, the date Bluegrass Water tendered its application in 

Case No. 2022-00432, to December 11, 2025, the date Bluegrass Water 

tendered its application this matter. 

b. From the purchase date for the three new systems, to December 11, 2025. 

 

ORIGINAL RESPONSE:   

a. Please see Exhibit PSC 2-58 for the list of assets, the invoices associated with these 

assets, and copies of the invoices. 

b. Please see Exhibit PSC 2-58 for the list of assets, the invoices associated with these 

assets, and copies of the invoices. 

 

SUPPLEMENTAL RESPONSE: 

a. Please see the Amended Exhibit PSC 2-58 Assets, which is an amended Excel file 

detailing the assets that make up the capital improvements for each system. Please also see the 

associated invoices relating to the Amended Excel file, filed on March 6, 2026, as Exhibit 2-58 

Invoices (Parts 1-13).  
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b. Please see the response to subpart a. 

 

Witness: Brent Thies, Vice President and Corporate Controller 
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