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REDLINED DIRECT TESTIMONY OF

AARON SILAS

I. INTRODUCTION

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Aaron Silas. My business address is 1630 Des Peres Road, Suite 140,
St. Louis Missouri, 63131.

WHAT IS YOUR POSITION WITH BLUEGRASS WATER UTILITY
OPERATING COMPANY?

I am the Assistant Vice President of Customer Experience & Regulatory Operations
at CSWR, LLC (“CSWR”), the affiliated company that has operational oversight
over CSWR’s utility operating companies including Bluegrass Water Utility
Operating Company (“Bluegrass Water” or “Company”). I have been employed
with CSWR since October 2019 in various roles with increasing responsibility. My
current responsibilities include the oversight of all state utility commission
regulatory filings for all utility operating companies, including, but not limited to,
acquisition cases, rate cases, and CPCN expansions, as well as the coordination of
all data request responses and any regulatory compliance filings. Additionally, I
oversee the external communications team and CSWR’s Customer Experience
Department, including the third-party call center provider, enabling the Company to
communicate with stakeholders regarding operational activities and accurately
respond to customer inquiries. I oversee such activities for affiliated operating
companies providing water or wastewater utility services to approximately 180,000
connections in Kentucky, Missouri, Arkansas, Tennessee, Louisiana, Texas,

Mississippi, North Carolina, South Carolina, Arizona, and Kentucky.
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PLEASE DESCRIBE YOUR EDUCATIONAL AND PROFESSIONAL
EXPERIENCE.

I received a Bachelor of Science degree with honors from Southern Illinois
University in Edwardsville (“SIUE”) with a major in Business Administration
specializing in Human Resources and Finance. The first few years of my career were
spent in the finance industry, including various roles within U.S. Bank and Stifel
Financial Corp. During my employment at Stifel Financial Corp., I received a
Master of Business Administration degree from SIUE as well.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE KENTUCKY
PUBLIC SERVICE COMMISSION (“COMMISSION”)?

Yes. While I did not file testimony in Bluegrass Water’s last rate case (Case No.
2022-00432), I sponsored data request responses and was called upon to provide live
testimony in response to questions from the Commission. In addition, I have filed
testimony before the state utility commissions of Missouri, Texas, Mississippi,
Tennessee, Florida, and Arizona.

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

The purpose of my direct testimony is to provide information on several issues in
support of the Company’s rate case application. First, | outline the initiatives that
CSWR’s Strategic Communications Department uses to engage with customers.
These initiatives are designed to improve transparency, ensure clear and consistent
communication, and foster a deeper understanding of the services CSWR provides
and to explain to customers the challenges CSWR is encountering in assuring safe
and efficient utility service. Second, 1 will discuss CSWR’s customer service
function, its utilization of a third-party call center, and the base period historical

actual data metrics from the call centers, which serve as a key indicator of CSWR’s
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customer service effectiveness and efficiency. I’ll provide insights into new
initiatives, the volume and nature of customer inquiries CSWR has received, and
why these metrics are important. Third, 1 will discuss the Company’s proposed rate
design methodology. Fourth, 1 sponsor the Company’s proposed tariffs, which
include the rates produced by my recommended rate design and the consolidation

proposed by Mr. Josiah Cox.
ARE YOU SPONSORING ANY EXHIBITS?
Yes, as introduced later in this testimony I am sponsoring:

Exhibit AJS-1 — a copy of a welcome letter that was mailed to all Magruder
Village customers on January 29, 2024.

Exhibit AJS-2 — a copy of the community update that was mailed to the
Company’s Delaplain system customers.
WERE THE EXHIBITS PREPARED BY YOU OR YOUR STAFF UNDER
YOUR SUPERVISION AND CONTROL?
Yes, they were.

I1. STRATEGIC COMMUNICATIONS INITIATIVES

WOULD YOU SUMMARIZE THE COMPANY’S APPROACH TO
STRATEGIC COMMUNICATIONS?

Yes. Bluegrass Water takes a proactive approach to customer care and is dedicated
to maintaining customer transparency. The Company believes that these efforts not
only enhance customer satisfaction but also showcase the Company’s commitment

to operating in a manner that meets or exceeds customer and Commission
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expectations. The strategic communications initiatives [ discuss below position
Bluegrass Water as a responsible and customer-centric utility.

PLEASE DESCRIBE THE INITIATIVES UTILIZED BY CSWR’S
STRATEGIC COMMUNICATIONS DEPARTMENT.

As with all the CSWR utility operating companies, strategic communications are
addressed, under my supervision, at the parent company level. CSWR’s Strategic
Communications Department engages in several initiatives aimed at enhancing its
engagement and communication with customers. One of the primary initiatives has
been a comprehensive campaign to update customer contact information. This
campaign involves multiple touchpoints, including the distribution of postcards, the
incorporation of QR codes on bills for easy updates, and encouraging customers to
proactively communicate any changes in their contact details via phone call or email
to the call center support staff. This initiative is crucial as it allows Bluegrass Water
to swiftly provide customers with essential updates about service interruptions,
construction activities affecting service, and other relevant information regarding
their utility service.

Additionally, CSWR creates unique and informative 'Welcome Letters” for
customers served by newly acquired systems, which include a “State of Your
Facility” section. This information includes photographs of the facility, a detailed
description of the system type, a summary of the system’s compliance history, and
an outline of CSWR’s improvement plans. This is designed to immediately establish
the importance of utility infrastructure to customers and to set a high standard of
transparency from the outset. It also describes the customer benefits that result from
Bluegrass Water’s ownership of the acquired system.

Moreover, CSWR continues to enhance its communications with customers

regarding construction projects. Each time a large construction project is completed,

-6 -




O© 00 3 O W B~ W N =

N N NN N N N e e e e e e e e
AN L R WD = DO O NN N N R W N = O

>

customers receive email updates detailing the work done and the underlying need for
such improvements. Additionally, for long-term projects, CSWR has implemented
community signage to increase visibility and provide information on the work being
performed in the community affected by the construction projects. CSWR has also
uploaded various case studies and a video detailing the improvements completed at
sites that are representative of the type of work the Company completes across the
state.

Finally, CSWR is committed to keeping its customers informed about
ongoing projects and back-office initiatives through annual updates provided
through hard-copy community-specific mailers. While emailing customers provides
an instantaneous update, CSWR also understands that some customers may not have
access to electronic mail or the internet or be technologically “savvy” and would
prefer to receive printed mail. In providing these hard-copy updates at least once per
year, CSWR is ensuring that all customers are aware of the work being done in their
communities to maintain and improve the utility service.

WHAT ARE THE PRIMARY GOALS OF THESE INITIATIVES?

The primary goals of these initiatives are influenced by the principle that “water is
local.” While customers may be interested in matters that affect their utilities on a
statewide level, the interest in water, as a consumable good that is produced and
treated in their community, is necessarily greater at a local level. While customers
in the Company’s water service areas may have a basic interest in improvements
made at other systems, their overarching concerns will be primarily focused on
improvements affecting their community. So, while customers receive all the
benefits that result from consolidation and being included under the Bluegrass
Water/CSWR umbrella, they are also kept up to date with the individual projects

affecting their service. This same principle applies to wastewater services as well.
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Given my responsibility for both the Communications Department and the call
center, my goal is to address the unique concerns of each community that Bluegrass
Water serves. By improving transparency, Bluegrass Water is attempting to explain
its operations and allow its customers to witness improvements firsthand.

CAN YOU PROVIDE SPECIFIC EXAMPLES OF HOW THESE
INITIATIVES HAVE IMPACTED BLUEGRASS WATER’S CUSTOMERS?
Yes. Bluegrass Water customers have already seen the aforementioned initiatives in
action. For instance, Bluegrass Water acquired the Magruder Village wastewater
system in January 2024. On January 29, 2024, a welcome letter was mailed to all
Magruder Village customers (Exhibit AJS-1). This letter details Bluegrass Water’s
first steps when acquiring a facility, explains some of the site deficiencies such as
aging infrastructure, and why it needs to be addressed, and assures customers that
the Company will be working diligently to make all necessary improvements to
safeguard the Magruder Village community.

I’ve also attached an example of the hard-copy annual community update |
previously mentioned. Exhibit AJS-2 shows the community update mailed to the
Company’s Delaplain system customers. This update provides a high-level
statement regarding the Company’s ongoing commitment to providing 24/7
customer service and operations, a description of the work that has been completed
to date with their system, and information on additional improvements in progress
for the system. This letter highlights Bluegrass Water’s commitment to customer

and community engagement and consistent communication with its customers.
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III. CUSTOMER SERVICE FUNCTIONS
PLEASE DISCUSS THE COMPANY’S USE OF A THIRD-PARTY

CUSTOMER SERVICE CONTRACTOR.

CSWR uses a third-party vendor to provide a wide range of services to customers.
Such services include responding to customer billing questions, processing service
initiation requests, addressing service termination requests, administering customer
bill payments, handling involuntary service shut offs, including generating and
mailing all required notices, providing information to builders seeking to connect
dwellings under construction to wastewater or water systems, and accumulating and
archiving data to support the customer service functions.

WHY DOES BLUEGRASS WATER USE A THIRD-PARTY CONTRACTOR
TO PERFORM CUSTOMER SERVICE FUNCTIONS?

CSWR believes its customers must have 24/7 access to personnel who can answer
service and billing questions and competently address issues affecting the quality of
service. CSWR also seeks to ensure that Bluegrass Water’s customers have access
to services like online account information and bill payment options that are not
usually available to the small systems that Bluegrass Water has acquired in
Kentucky. Given the scale and operational needs of Bluegrass Water’s growing
customer base, it is more efficient and cost-effective to partner with a third-party
contractor that already has the infrastructure and workforce in place to provide high-

quality customer support. Building a comparable in-house operation would require
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significant time and resources, potentially delaying service improvements for
customers.

DO CSWR-AFFILIATED COMPANIES USE THIRD-PARTY
CONTRACTORS IN OTHER STATES TO PERFORM CUSTOMER
SERVICE FUNCTIONS?

Yes. CSWR’s experience in Kentucky and other states has shown time and again
that using third parties for customer service functions is the most cost-effective and
best available option for a company like Bluegrass Water.

ARE THERE BENEFITS TO THIS APPROACH?

Yes. Using a single, third-party contractor for all customer service support functions,
both in Kentucky and across other states, allows CSWR to systematize this function,
develop and implement processes and services not generally available to small
water/wastewater utilities, and achieve economies of scale that lower customer costs
and rates.

IS IT MORE COST-EFFECTIVE TO USE A SINGLE PROVIDER TO
PROVIDE CUSTOMER SERVICE ACROSS ALL CSWR AFFILIATED
SYSTEMS INSTEAD OF HIRING SEPARATE THIRD-PARTY
PROVIDERS TO PERFORM THOSE TASKS IN EACH STATE?

Yes. The primary consideration for CSWR’s decision to use a single provider was
the desire to provide customers with an array of first-class customer services and
service event recording capabilities that systems the size of those acquired by
Bluegrass Water would typically not be able to provide at a reasonable per-customer
cost. Bluegrass Water’s call center partner has developed and deployed a host of
state-of-the-art systems and practices that have now been made available to these
customers. Because the cost of these capabilities can be spread across all the

provider’s clients, Bluegrass Water and its affiliates can enjoy the benefits of even
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greater economies of scale. And, as customer service technologies improve and
expand, a third-party company can adopt and deploy these improvements much more
quickly and cost-effectively than Bluegrass Water could on a stand-alone basis or
even as part of the CSWR-affiliated group of utilities.

CAN YOU PROVIDE SPECIFIC EXAMPLES OF THE BENEFITS TO
BLUEGRASS WATER AND ITS CUSTOMERS?

First and foremost, customers receive live answering service — i.e., a live human
being answers the call — for all customer emergency service calls twenty-four hours
a day. If the subject of the call truly is an emergency, an emergency service
responder designated by Bluegrass Water’s third-party operations and maintenance
contractor for that service area is contacted, who dispatches personnel to address the
problem.

In addition to the around-the-clock emergency response services, the vendor
also has a staff dedicated and trained to answer customer service and billing
questions from 7:00 am. — 7:00 p.m. CT'! This staff has access to and is
knowledgeable about Bluegrass Water’s tariffs, so it can successfully address most
billing questions quickly and efficiently. If personnel are unable to answer the
question, or if the customer requires direct assistance from Bluegrass Water, a
CSWR employee is designated to address the customer’s concerns.

Moreover, all customer contacts are thoroughly documented if questions later
arise about when calls were made, how many calls were made, and what information

the customer received. Customer calls are also recorded and stored to ensure

I CSWR-Kentucky’s customers are also able to self-serve through an Interactive Voice Response (“IVR”) system.
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professional conduct toward customers and ensure questions or disputes about
customer interactions can be quickly resolved.

WITHOUT SUCH A VENDOR, COULD BLUEGRASS WATER PROVIDE
THE SAME SERVICES AT A SIMILAR COST?

No, Bluegrass Water customers not only benefit from the economies of scale that
come from the consolidation of Kentucky systems, but also from: (1) Bluegrass
Water’s existence within the larger CSWR umbrella and (2) CSWR being one of
several entities served by the third-party vendor. Without that relationship and the
economies of scale that are realized by utilizing these services across multiple states
and tens of thousands of customers, it would be cost-prohibitive to provide these
services in Kentucky and to continually invest in the necessary underlying

technology to support these services.

WHAT CUSTOMER SERVICE IMPROVEMENTS HAS BLUEGRASS
WATER MADE REGARDING ITS THIRD-PARTY CALL CENTER?
Effective June 30, 2025, CSWR transitioned its call center and certain back-office
operations to G.C. Services Limited Partnership d/b/a InteLogix (“InteLogix”).
Before June 30, 2025, Nitor Billing Services (“Nitor”) operated CSWR’s call center.
CAN YOU PROVIDE DATA RELATED TO CALL CENTER
PERFORMANCE DURING THE BASE PERIOD’S ACTUAL HISTORICAL
DATA?

Yes. First, the base period’s six months of actual historical data, April 1, 2025,
through September 30, 2025, can be split into two parts. During the first part, April

1, 2025, through June 29, 2025, Nitor operated the call center. During that time,
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CSWR’s call center received a total of 314 calls from Bluegrass Water’s customers.
Nitor had an abandonment rate of 0.32%, with 1 call abandoned.

During the second part of the base period’s actual historical data, June 30,
2025, through September 30, 2025, InteLogix operated the call center. During that
time, CSWR’s call center received a total of 1,191 calls from Bluegrass Water’s
customers. While processing such volumes, the call center maintained a low
abandonment rate of only 5.51%, with just 65 calls abandoned. Thus, throughout
the base period’s actual historical data, CSWR has an excellent call abandonment
rate. For comparison, an average acceptable industry standard is 7%. This indicates
a strong level of accessibility and responsiveness from the CSWR call center.
Bluegrass provides several solutions in these situations, including a virtual hold or
callback service, to ensure that customers receive timely responses to their inquiries.
Additionally, the average speed of answer was only 14 seconds compared to a
standard of approximately 20 seconds, demonstrating prompt service. Average
handle time, which measures the duration from when a call is answered to its
conclusion, was 8 minutes and 15 seconds highlighting Bluegrass Water’s ability to
resolve issues efficiently. Combined, this data contributed to an overall service rate
0f 92.82%.
HAS THIS TRANSITION TO INTELOGIX RESULTED IN IMPROVED

CUSTOMER SATISFACTION?
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Yes. Early performance results following the transition show marked improvement
with Quality Assurance Scores averaging 93.23% for Q3 2025. These scores
exceeded an internal performance target of 90% that was established between CSWR
and InteLogix. These scores are derived from reviews of account verification, call
opening, call handling, and closing, with multiple “Auto-Fail” compliance categories
incorporated.

Also, new and innovative technology has allowed us to gather customer
sentiment from the beginning of a call to the end of a call. This technology has
provided data showing that 92% of calls that began with a negative sentiment were
successfully converted to neutral or positive outcomes.

Finally, surveys conducted at the end of each call show a marked
improvement after the transition to InteLogix. With a survey response rate of
33.38% (which is nearly triple the response rate achieved under Nitor), customers
provided a “Perfect Survey Rate” of 91.25%. As you can see, Bluegrass Water’s
customers benefited from the transition with improved customer service.
Additionally, it should be noted that, as InteLogix’s employees gain more experience
handling the needs of Bluegrass Water’s customers, the experience will continue to
improve.

WHY DID CSWR TRANSITION ITS CALL CENTER OPERATIONS FROM

NITOR TO INTELOGIX?
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The transition was the result of a competitive, independently administered Request
for Proposals conducted by Mclntosh & Associates (“McIntosh”). CSWR used the
services of McIntosh to ensure an arm’s-length negotiation to achieve the best value
for ratepayers. This change was part of a larger initiative to improve efficiency,
quality, and accountability to Bluegrass Water’s customers. Along with
transitioning its call center operations to a new provider, Bluegrass Water further
internalized other functions previously performed by Nitor to a newly formed,
internal Work Order Resource Team (“WORT”) that dispatches and manages all
operational work orders generated through customer interactions.
CAN YOU ELABORATE ON THE TRANSITION TO WORT?
Yes. CSWR has changed its structure of services by dividing the responsibilities
previously handled by Nitor and bringing some of those responsibilities in-house
while InteLogix handles the remaining responsibilities. InteLogix will handle
inbound and outbound calls, e-mail response management, after-hours emergency
dispatch, process start/stop service requests, manage payment arrangements,
coordinate with CSWR personnel on escalations, and maintain comprehensive data
security protocols aligned with the National Institute of Standards and Technology
(including SOC 2 Type 11, PCI, and HITRUST el certifications).

CSWR’s in-house WORT will handle field-related coordination, dispatch,
and task tracking to ensure operations issues are efficiently executed. This system

was designed to internalize certain operating costs and improve coordination
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between Customer Experience and field operations. WORT will operate during
business hours and interface directly with both InteLogix and Operations, reducing
both lag time and duplication of work.

WHAT ARE SOME BENEFITS TO THE NEW COLLABORATIVE CALL
CENTER/WORT MODEL?

In addition to cost reductions, which I detail below, the new model provides greater
operational transparency and control of customer workflows, which were not
achievable under the prior vendor structure. Now, Call Center metrics are reviewed
daily by CSWR’s Customer Experience Department (“CXE”) and weekly by
CSWR’s Senior Leadership Team to ensure service levels are up to standards.

This includes reviewing a “Voice of the Customer” report detailing all
“negative” calls beyond a certain threshold based on community size to identify
perceived customer issues and ongoing concerns. This report is reviewed weekly by
the Communications Team, CXE Department, and Senior Leadership.

Additionally, InteLogix provides a service called LogixAssist Insights, which
allows CSWR to get a snapshot of Main Call Drivers, Customer Sentiment Journey,
Call Types with High Average Handle Time, “Controllables” detailing what
processes/company specific choices are driving negative customer sentiment. All
these measures provide transparency and oversight over our call center.

HAS THE TRANSITION TO INTELOGIX RESULTED IN A COST

SAVINGS TO BLUEGRASS WATER’S CUSTOMERS?
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Yes. Bluegrass Water’s monthly expenses under the Nitor model averaged _
per month. With InteLogix, the monthly expenses have been $- This will
translate into an annualized savings of - for Bluegrass Water. These cost
reductions are expected to increase over time as InteLogix agents gain familiarity
with CSWR systems and as call deflection and self-service channels expand.

HAS BLUEGRASS WATER MADE ANY OTHER CUSTOMER SERVICE
IMPROVEMENTS?

Yes. CSWR has implemented a Customer Information System called Muni-Link
that is used by all CSWR-affiliated operating companies. Muni-Link is a cloud-
based utility billing solution designed for municipalities, cities, townships, private
utility companies, and authorities who bill customers for water and sewer services.
The software includes electronic billing, online payment processing, built-in Coding
Accuracy Support System (“CASS”) certification, customer work order
management, and a customer portal.

Muni-Link’s customer portal allows customers to receive bills electronically,
make payments, and view their usage, amounts due, and payment histories online.
The billing software can be accessed by users from any web browser, and users can
also manage interest, penalties, payments, notices, liens, and more. Customers can

sign up for either e-billing, to receive either electronic statements, or paper billing.
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Finally, Muni-Link helps organizations qualify for lower Postal Service automation
prices.

Muni-Link provides users with access to full account information on a single
page with Account Central. This also allows customer service representatives to
easily access all relevant customer information quickly to provide expedited and
improved customer service. Integrations with multiple metering, asset management,

and accounting systems are supported, and all data is backed up automatically.

IV. RATE DESIGN

PLEASE DESCRIBE THE COMPANY’S CURRENT RATE STRUCTURE
FOR WASTEWATER SERVICE.
In the Company’s last rate case, the Commission set a unified residential rate for the
Company’s wastewater systems.”> The Commission also set unified multi-residential
and commercial rates in that case.> Additionally, the Commission set a separate non-
residential rate applicable solely to the Delaplain service area.*

Since the last case, the Company has acquired three new wastewater systems:
(1) Magruder Village, (2) Yung Farm Estates, and (3) Commonwealth Wastewater.
Typically, the Company adopts the tariffed rates, terms, and conditions of any

acquired systems. Recognizing that Magruder Village and Yung Farm Estates were

2 Sheet No. 1.3.

4 Sheet No. 3.2.
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both unregulated systems, there was no tariff to adopt. Therefore, upon acquisition,
the adopted rates for those systems were set based on what the prior owners were
charging and were included as separate rate sheets in Bluegrass Water’s unified
tariff.> As such, Bluegrass’ “Rules and Regulations” apply to these newly acquired
systems.

On the other hand, Commonwealth Wastewater was a regulated system. As
such, the Company adopted, as a separate tariff, the Commonwealth Wastewater
tariff in full including the rates, terms, and conditions contained therein. As such,
the Company’s wastewater tariffs consist of: (1) a tariff with six different rates
(single residential, multi-residential, commercial, Delaplain non-residential,
Magruder Village, and Yung Farm Estates) and (2) the adopted Commonwealth
Wastewater tariff. Importantly, each of these consist solely of a monthly-flat charge
except for the Delaplain non-residential rate which includes both a monthly charge
and a usage charge.®
DOES THE COMPANY PROPOSE TO CONSOLIDATE ITS RATES AND
TARIFF IN THIS CASE?

Yes. As Mr. Cox discusses, the Company proposes to consolidate the rates of the

systems acquired since Bluegrass Water’s last rate case. Beyond that, however, the

5 Sheet No. 3.3.
¢ The Delaplain non-residential customer does not have a wastewater meter. Rather, usage charges rely on water usage
data provided by the water provider in that service area.
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Company is also proposing to consolidate wastewater tariffs. That is to say, the
Company proposes terminating the separate Commonwealth Wastewater tariff, and
bringing the rates, terms and conditions for that system under the single consolidated
wastewater tariff.
DOES THE COMPANY SEEK TO CHANGE ITS WASTEWATER RATE
STRUCTURE?
Minimally. The Company seeks to consolidate the Commonwealth Wastewater
system into its consolidated rate structure. Additionally, the Company proposes
eliminating the separate rate in the tariff for Magruder Village and Yung Farm
Estates and including them in the single consolidated rate. Beyond that, however,
the wastewater rate structure would remain unchanged.

Thus, because of the Company’s request, the separate Magruder Village rate,
Yung Farm Estates rate, and Commonwealth Wastewater rate would be eliminated.
The tariff would then consist solely of: (1) a single residential rate, (2) a multi-
residential rate, (3) a commercial rate, and (4) the Delaplain non-residential rate.
PLEASE DESCRIBE THE COMPANY’S CURRENT RATE STRUCTURE
FOR WATER SERVICE.
The Company has a single water tariff that is applicable to each of its four water
systems. That tariff consists of a monthly flat charge with no usage component.
HAS THE COMPANY ACQUIRED ANY ADDITIONAL WATER

SYSTEMS?

- 20 -




O© 00 3 O W B~ W N =

N N NN N N N e e e e e e e e
AN L R WD = DO O NN N N R W N = O

No.

DOES THE COMPANY PROPOSE TO MAKE ANY CHANGES TO ITS
WATER RATE STRUCTURE?

No. While the Company does propose, as discussed below, to initiate a late fee and
returned check charge for its water tariff, it does not propose any changes to the
water rate structure.

DID THE COMPANY PERFORM A CLASS COST OF SERVICE STUDY
FOR ITS WASTEWATER OPERATIONS?

No. As was discussed in the last case, the Company’s wastewater operations are not
metered. As such, there is no way to analyze the demand on the wastewater system
imposed by the various classes of customers. That said, however, in the last case,
the Company retained a consultant to undertake an alternative analysis that relies on
class equivalencies as a surrogate to a class cost of service study.” That methodology
concluded that commercial/non-residential customers imposed a demand that is 2.5
times that of the residential class.® Similarly, the multi-residential customer imposed
an equivalency of 0.75 times that of a single residential customer.’

DO YOU BELIEVE THAT EQUIVALENCIES ARE APPROPRIATE FOR

SETTING FAIR, JUST, AND REASONABLE RATES?

7 See In the Matter of* Electronic Application of Bluegrass Water Utility Operating Company, LLC For an Adjustment
of Sewage Rates, PSC Case No. 2022-00432, Direct Testimony of Timothy S. Lyons, pp. 4-5.
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Yes. In the absence of the ability to perform a traditional class cost of service study,
including the ability to analyze the demands imposed by the various classes, I believe
that the equivalencies applied by Bluegrass Water fairly allocate the cost of service
among Bluegrass Water’s various classes of customers and I used those previously
approved equivalencies in developing the rate design herein.!°

WHAT WERE THE RESULTS OF THE COMPANY’S WASTEWATER
ALLOCATION METHODOLOGY IN THE LAST CASE?

The Company’s methodology sought to allocate 77.28% of the wastewater revenue
requirement to unmetered service and 22.72% to metered service (i.e., the Delaplain
non-residential class).!!

DID THE COMMISSION UTILIZE THE COMPANY’S PROPOSED
ALLOCATION METHODOLOGY?

It is unclear the extent to which the Commission utilized the Company’s allocation
methodology, but the Order from the last case indicates that the consolidated
residential rates were decreased by 9.5% while the Delaplain non-residential fixed
rate component was increased by 522.16% and the usage component increased by
31.27%.

DID THE COMPANY PERFORM A SIMILAR ANALYSIS IN THIS CASE?

074,

7d at7.
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No. Given the recency of the last wastewater case, the steps that the Commission
took towards addressing rate discrepancies in that case, and the cost of retaining a
consultant to perform an additional rate design study, the Company did not perform
such an analysis in this case.

HOW DOES THE COMPANY PROPOSE TO ALLOCATE ITS
WASTEWATER REVENUE REQUIREMENT IN THIS CASE?

The Company proposes allocating 40 percent of the wastewater revenue requirement
to the Delaplain non-residential class due to the significant capital investments to
bring the Delaplain system into regulatory compliance. As described in more detail
in the testimony of Mr. Jacob Freeman, Bluegrass Water has undertaken essentially
a complete facility overhaul of the Delaplain system. These are specialized, high-
cost improvements that are needed primarily because of the strength and
characteristics of the wastewater from these non-residential users. Allocating 40
percent of the revenue requirement to these users is consistent with ratemaking
principles of cost causation, ensures that residential customers are not over-
subsidizing industrial treatment and compliance costs, and reflects that these
Delaplain non-residential users also benefit from more reliable, compliant service.
AFTER YOU COMPLETED THE ALLOCATION, HOW DID YOU DESIGN
THE COMPANY’S INDIVIDUAL RATES?

I designed the rates for each class based upon the billing determinants (i.e., customer

counts and Delaplain non-commercial usage) calculated by Ms. O’Reilly (through
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adoption of the Harlow testimony) for use in her revenue forecast utilized in the
forward-looking test period revenue requirement calculation. Non-residential
customer counts were then converted to residential equivalencies as discussed above.
Thus, the revenue requirement for the single-residential, multi-residential, and
commercial classes were all divided by 12 to determine a monthly revenue
requirement for the class. That monthly class revenue requirement is then divided
by the number of residential equivalencies to establish a flat monthly charge.

For the Delaplain non-residential class, the flat monthly charge was set to
match that produced for commercial customers in the Company’s remaining service
areas. The remainder of the revenue requirement for the Delaplain non-residential
class is then collected through the Delaplain non-residential class usage charge.
DID THE COMPANY PERFORM A CLASS COST OF SERVICE STUDY
FOR ITS WATER OPERATIONS?

No. As with most of its wastewater customers, the Company’s water systems are
also not metered. As such, it is impossible to calculate an accurate demand
component. Given the lack of meter data, the water tariff includes only a flat
monthly charge and no usage component.

WHY AREN’T THE COMPANY’S WATER OPERATIONS METERED?
The Company’s water operations were not metered when they were acquired. A

meter installation program would be prohibitively expensive. Moreover, given the
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homogenous nature of the Company’s water operations (all residential customers),
the need to differentiate between various types of water classes is not present.
HOW DO YOU PROPOSE TO DESIGN RATES FOR THE WATER
OPERATIONS?

As with the wastewater rate design, I utilize the rate determinants projected by Ms.
O’Reilly (through adoption of the Harlow testimony) for utilization in the forward-
looking test period revenue requirement calculation. Here, those rate determinants
consist solely of customer counts.

I took the proposed water revenue requirement and divided it by 12 to
calculate a monthly revenue requirement. This monthly revenue requirement was
then divided by the number of customers to calculate a flat monthly per customer
charge.

DO YOU BELIEVE THAT YOUR PROPOSED ALLOCATION
METHODOLOGY AND RATE DESIGN PROPOSAL RESULTS IN JUST
AND REASONABLE RATES?

Yes.

V. PROPOSED TARIFFS

HAS BLUEGRASS WATER PROPOSED TARIFFS IN THIS CASE?
Yes. As part of the items that Bluegrass Water is filing concurrent with this

testimony, the Company is filing a proposed tariff filed as Supplemental Exhibit

OAG 1-35 Clean WW Tariff, Supplemental Exhibit OAG 1-35 Redlined WW Tariff,
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Supplemental Exhibit OAG 1-38 Clean Water Tariff, and Supplement Exhibit OAG
1-38 Redlined Water Tariff. These tariffs not only include the terms and conditions
of service, but also the applicable service charges and the rates that were calculated
as described previously.

WERE YOU RESPONSIBLE FOR THE DEVELOPMENT OF THIS
TARIFF?

Yes. Ultimately the tariff was prepared under my direction and supervision.

HAS THE COMPANY SOUGHT TO CONSOLIDATE SERVICE CHARGES
AND TERMS AND CONDITIONS STATE-WIDE?

Yes. As described in Mr. Cox’s testimony, the Company seeks to continue to
consolidate its rates across the entirety of its service areas. The consolidation of rates
not only leads to rate benefits as recognized by the Commission in previous
decisions, it also results in a more customer-friendly tariff. Specifically, prior to
their acquisition by Bluegrass Water, the acquired systems each had different terms
and conditions, as well as varying rates and non-recurring charges. Absent
consolidation, system-specific tariffs would have been unwieldy and difficult to
administer, not only for the Company, but also for the Commission and customers.
For this reason, Bluegrass Water seeks to continue to consolidate the terms and

conditions and rates across all systems.
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IS BLUEGRASS WATER PROPOSING ANY CHANGES TO THE TERMS
AND CONDITIONS CONTAINED IN THOSE PROPOSED STATE-WIDE
TARIFFS?

Yes. Bluegrass Water proposes two changes to the terms and conditions contained
in the tariffs. First, the Company proposes adding a termination and/or
disconnection for nonpayment policy to Section 5.3 of the Industrial/Commercial
Rules and Regulations (Sheet No. 31). The Company also proposes adding identical
language to the Residential Rules and Regulations (Sheet No. 16) to ensure that
Bluegrass Water has effective recourse in the event a customer fails to pay. While
the Residential Rules and Regulations presently provide that Bluegrass Water may
terminate residential wastewater service for nonpayment of tariff charges after
providing five days’ written notice of intent to terminate, the Industrial/Commercial
Rules and Regulations are silent as to this right. To enhance clarity to the
Industrial/Commercial Rules, and to further control Bluegrass Water’s exposure to
bad debt, the Company proposes adding explicit language reserving the right to
terminate and/or disconnect wastewater service for nonpayment after providing five
days’ written notice. This right is not only consistent with Commission rules, but it
further allows Bluegrass Water to maintain flexibility in pursuing any available
remedies in the event a customer fails to pay, including, but not limited to, shut-off
agreements with consenting water utilities. The proposed tariff language further

provides notice to customers of the potential consequences for failing to make timely
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payments and prevents compliant customers from unjustly subsidizing the service of
delinquent customers.

Second, while the Company does not anticipate any new service connections
in the near future, it has nonetheless proposed language governing the procedure for
new service connections. Specifically, Sheet No. 15 of the consolidated sewer tariff,
and Section 6 (Sheet No. 4.5) of the consolidated water tariff, provide that the
location of a new service connection must be approved by the Company. Once
approved, the prospective customer shall be responsible for excavating and
constructing the new customer-owned service line to the point of the approved
service connection. At this point, the customer has the option of: (1) having the
Company make the necessary connection to the Company-owned main; or (2)
authorizing a licensed plumber to perform the connection to the Company facilities.
If the connection is made by the customer’s licensed plumber, then it shall notify the
Company seventy-two hours in advance of the connection so that the Company may
inspect the connection. If the service connection is performed by the Company, the
customer will be charged the authorized tap fee. On the other hand, if the service
connection is performed by a licensed plumber, the Customer is charged an
inspection fee.

WHY IS THE COMPANY PROPOSING THIS NEW SERVICE

PROCEDURE?
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The Company found that its current tariff was lacking in guidance on how new
service connections would be processed. It has been CSWR’s experience, from
handling new connections in other jurisdictions, that customers prefer to have their
plumber perform as much of the water and sewer connection as possible.

WHAT IS THE AMOUNT OF THE REFERENCED INSPECTION FEE FOR
NEW SERVICE CONNECTIONS?

The Company is proposing a new service connection inspection fee of $82.50 in both
its water and sewer tariffs. This equates to 45 minutes of work for the Company’s
third-party operator.!? This charge mirrors that utilized by the Company’s affiliate
in Missouri.

HAS THE COMPANY PROPOSED ANY OTHER CHANGES REGARDING
NEW SERVICE CONNECTIONS?

Yes. While the consolidated sewer tariff provides that the customer will be charged
“actual cost” for a new tap fee, the current consolidated water tariff provides for a
specified charge of $350.00 per new connection. It has been CSWR’s experience
that it is impossible to prescribe a cost-based rate for a new service connection that
will be reasonable in all situations. For instance, a new connection that is performed

in rock beneath an asphalt street will necessarily cost more than a new connection in

12 The operations agreement with the Company’s third-party operator (Clearwater Solutions, LLC) provides for an
hourly rate of $110.00 for work that is outside the scope of Basic Services. Please see the testimony of Mr. Todd
Thomas regarding the Company’s utilization of third-party operators.
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dirt at the edge of a customer’s property line. Given the inability to prescribe a rate
that will be applicable in all situations, the Company prefers to simply charge the
prospective customer the “actual cost” for the new connection. As such, the
Company proposes to modify the $350.00 new service connection charge in its

consolidated water tariff to actual cost.

Q. OTHER THAN THESE CHANGES, HAS BLUEGRASS WATER

PROPOSED ANY OTHER CHANGES TO THE NON-RECURRING

CHARGES IN ITS TARIFFS?

A. As mentioned, Bluegrass Water completed a sewer rate case within the last 3 years.

In that case, the Company proposed a return check charge and a late penalty charge.
Since that case did not affect water customers, however, the proposed return check
and late penalty charges were not applicable to water customers.

In that case, the Commission expressly noted that there was “cost justification
supporting the proposed Returned Check Charge of $15.00.”'* Moreover, the
Commission held that “late fees are important for Bluegrass Water to ensure timely
payment and limit costs associated with late payments that could ultimately be paid
by other customers.”'* As such, the Commission approved the proposed 10% late

fee.

13 Order, Case No. 2022-00432, issued February 14, 2024, at page 97.
14 Id. at page 44.
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In this case, the Company does not propose modifying the approved returned
check or late payment fees for sewer customers. Instead, given that they were
approved by the Commission in early 2024, the Company seeks to merely utilize
those same non-recurring charges for the Company’s water service areas.

However, since that case only concerned wastewater operations, those new
non-recurring charges were only applicable to wastewater operations. As Mr. Thies
describes, the Company now seeks to add those two non-recurring charges to its
water tariff. As Mr. Thies indicates, the logic underlying both of those charges is
equally applicable to the Company’s water operations. As such, I have included both
of those non-recurring charges in the Company’s proposed water tariff.

DO YOU BELIEVE THAT THE PROPOSED TARIFF IS REASONABLE?
Yes. I believe that this tariff is reasonable and that it complies with the various
Commission rules and is much easier for the Company, customers, and the
Commission to administer.

VL. CONCLUSION
DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes. In conclusion, I urge the Commission, in its review of the Company’s request,
to consider Bluegrass Water’s proactive communication strategies and demonstrated
improvements in customer service as evidence of the Company’s commitment to
transparency, accessibility, and operational excellence. Additionally, I request that
the Commission: (1) adopt my proposed rate design; (2) implement the proposed

tariff changes; and (3) adopt the proposed statewide tariffs.
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January 29, 2024

Welcome New Bluegrass Water Customer!

Bluegrass Water Utility Operating Company, a Central States Water Resources company, is proud to be
the new wastewater service provider for our McCracken County based residents. We are committed to
delivering safe, reliable, and environmentally responsible wastewater resources to your community
today and every day.

We are excited to bring you our first-in-class Customer Support with a Customer Service department
available for general inquiries Monday through Friday from 7am to 7pm, and 24/7 for emergencies at
our toll-free number, 866-752-8982. You can also email us at support@bluegrasswateruoc.com

When it comes to billing and payments, you have options — visit us at bluegrasswateruoc.com to learn
how many payment options there are and more. We also have a Customer Portal online where you can
create an online account. Your first bill will provide additional information. And as always, you may mail
in your payment to the location provided on your billing statement.

We look forward to serving you and your community! Please see the backside of this page for
information on the current state of your facility.

Sincerely,

Bluegrass Water Utility Operating Company

Scan to visit our website

Exhibit AJS-1



Current State of Your Facility

(extended aeration)

Before we purchase a wastewater system, we evaluate Aging infrastructure - much of the

its current conditions and any environmental or system is rusted due to its old age and

regulatory violations with the state. We then create a will require structural repairs, process

plan to address that system’s aging infrastructure and upgrades, and operational

ongoing deficits. Compliant, well maintained and improvements
adequately running sewer service enhances community The bar screen that is intended for
value by ensuring safety and reliability for all customers the removal of rags, plastics, and

stringy material from the influent has

bars that are too separated to be able

and ending years of unsafe, improperly treated
wastewater from polluting local water bodies.

Your Facility to work effectively

Poor operational configuration is
causing less optimal treatment and
causing effluent violations

No ability to connect to emergency
power, which may lead to service
interruptions

No remote monitoring system in
place, which may lead to delays in
addressing service outages or

emergencies affecting service

We take these deficiencies seriously and
will be working diligently to make the
necessary improvements that help to

safeguard your community. We will
continue to keep you informed as we
make these improvements to your facility.

Bluegrass Water
Bringing safe, reliable, and
environmentally responsible
water resources to our

customers every day. @

Inaffective spacing between bars on screen
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Bluegrass Water Utility Operating Company
Delaplain Disposal Community Update

OUR INVESTMENT IN OUR CUSTOMERS

Over the last several years, we have made significant investments in wastewater infrastructure serving communities like
yours throughout Kentucky. The upgrades bringing systems into compliance with health and environmental standards
continue to be made to ensure that we provide you with safe, reliable, and environmentally responsible wastewater
service now - and for years to come.

BUILDING A STRONGER SYSTEM FOR THE FUTURE

Over time, we've invested in key upgrades to strengthen your wastewater system’s overall reliability, efficiency, and
environmental compliance. Here’s a look back at some of the projects completed at your facility so far:

¢ Installed remote monitoring technology at all Lift Stations, alerting Operations of potential problems and
facilitating a timely response before an event can affect quality or reliability of service

¢ Installed influent pump station equipment to maximize treatment and boost performance

¢ Performed site improvements at Lift Stations, restoring any lost functionality and ensuring compliance

Looking ahead, our focus remains on sustaining and strengthening system reliability through continued infrastructure
investment. Planned improvements or upgrades in progress include:

e IFAS cage aeration units to increase treatment capacity, enhance nitrification, and improve sludge settling

¢ Addition of aeration equipment like blowers, filter, and flow equalizer to optimize treatment and performance
¢ Filter Building to shelter and protect critical equipment

¢ Additional Lift Stations as needed, to maximize performance and meet growing community needs

PROTECTING OUR COMMUNITIES TOGETHER

We are dedicated to maintaining and improving treatment systems to protect public health and the environment. Our
team works hard to ensure your wastewater is properly treated before being safely returned to the environment.
Customers also play an important role in keeping systems running smoothly. We encourage you to properly dispose of
household waste by avoiding flushing non-biodegradable items, and minimizing the disposal of fats, oils, and grease
down the drains to help prevent blockages and backups.

GET A CLOSER LOOK AT OUR IMPACT

To see the types of challenges we tackle and how we improve systems, visit the Community Impact section of our
website where we share several case studies and a short video showcasing the behind-the-scenes work that helps
make systems stronger, more resilient, and future-ready. While your system may not appear, the improvements
shown represent the upgrades we make across all acquired systems, ensuring water remains accessible throughout
the year, and reducing disruptions.

We appreciate the opportunity to continue serving your community.

@; bluegrasswateruoc.com % 866-752-8982 supporE rl]tlebgllj:asév":!\§r5c%.com
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