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

N N N N N N N

BLUEGRASS WATERUTILITY OPERATING COMPANY, LLC’S
FIRST REQUESTS FOR INFORMATION TO THE
OFFICE OF THE ATTORNEY GENERAL

In accordance with the Scheduling Order by the Public Service Commission
(“Commission”), Bluegrass Water Utility Operating Company, LLC (“Bluegrass Water” or the
“Company™), by counsel, hereby requests the response of the Office of the Attorney General to
the following Requests for Information.

DEFINITIONS

1. Whenever it is necessary to bring within the scope of these information requests
documents that might otherwise be construed to be outside their scope: (1) the use of “and” as well
as “or” shall be construed both disjunctively and conjunctively; (2) the use of a word in its singular
form shall be construed to include within its meaning its plural form as well, and vice versa; (3)
the use of “include” and “including” shall be construed to mean “without limitation”; and (4) the
use of a verb in any tense or voice shall be construed as the use of that verb in all other tenses and
voices.

2. “Commission” means the Kentucky Public Service Commission.

3. “Document” means any written, recorded, transcribed, printed, or impressed
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matter of whatever kind, however produced, stored or reproduced, including but not limited to

sound or pictorial recordings, computerized or electronic information, books, pamphlets, letters,

memoranda, telegrams, electronic or mechanical transmissions, communications of all kinds,

reports, notes, working papers, handwritings, charts, paper, writings, printings, transcriptions,

tapes and records of all kinds. “Document” includes, without limitation, all workpapers produced

by or relied upon by a witness.

4, “Identify” mean the following:

a: when identifying a person, to give such person’s:

1)
()

full name;

business address, residence address (if no business address is
available), and telephone number;

(3) his or her present or last known position and business affiliation at
the time in question; and
4) the nature of such person’s participation in, and the scope of his/her
responsibility with regard to, the facts and events underlying the
present matter;
b: when identifying an oral communication, to:
1) identify the author(s) thereof and the parties thereto;
@) state the date of the communication;
3 state the place of the communication;
4) state the substance of the communication; and
5) state whether such communication has been reduced to writing and,
if so, identify each document and the present custodian thereof;
C: when identifying other information, to state:
1) the source thereof;
@) any oral communications pertaining thereto;
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3 any documents pertaining thereto; and

4) the substance of the information;

d: when identifying a document, to:

1) identify the author thereof and the parties thereto;
@) state its title or other identifying data;

(3) state the date of the document or, if no date appears thereon, the
approximate date;

4) state the exact nature and substance thereof;

5) identify each person having possession, care, custody, or control of
the original and any copies thereof; and

(6) if such document was, but no longer is, in your possession or subject
to your control, state what disposition was made of it.

5. “Person” includes a natural person, a business organization of any type, an
unincorporated association, a governmental subdivision, agency, or entity, and a business trust.

6. “Bluegrass Water” shall mean Bluegrass Water Utility Operating Company, LLC
as defined and identified in the first paragraph of this Request for Information.

8. “You” or “your” means the Office of the Attorney General, an intervenor in this
action, and its agents, officers, employees, commissioners, consultants, and witnesses.

GENERAL INSTRUCTIONS

1. Please identify the witness who will be prepared to answer questions concerning
each request.
2. If any request appears confusing, please request clarification directly from the

undersigned.

3. To the extent that the specific document, workpaper or information as requested

does not exist, but a similar document, workpaper or information does exist, provide the similar
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document, workpaper or information.

4. If you object to any request on the grounds that the requested information is
proprietary in nature, or for any other reasons, please notify the undersigned as soon as possible.

5. For any document withheld on the basis of privilege, state the following: date;
author; addressee; indicated or blind copies; all persons to whom distributed, shown or explained,;
and the nature of and legal basis for the privilege asserted.

6. To the extent that a request calls for information not available for all categories or
all periods of time for which the information is sought, please explain why the information is not
available and answer the request for the time or categories for which it is available.

7. These requests shall be deemed continuing, and you should serve upon counsel: (1)
supplemental responses to these data requests if additional information or information that changes
your response to any data request is obtained during the course of this proceeding; and (2) any
documents requested herein that become available or that are discovered after the date your
responses to these requests are due.

REQUESTS FOR INFORMATION

1. Please refer to Appendix | — Qualifications of John DeFever, which is attached to
the Direct Testimony of John DeFever. Please identify Mr. DeFever’s specific experience (by
proceeding caption and case number) testifying in rate cases. Please provide a copy of or link to

any written testimony of Mr. DeFever in each such case.

2. Please state whether you have evaluated the effects your recommendations will
have on Bluegrass Water’s financial integrity and provide all such studies, analyses, and related
documents and calculations, including any in electronic format. In the event you have evaluated

such effects, please identify your conclusion(s) and describe in detail the basis for those
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conclusions.

3. Please state whether you have evaluated the effects your recommendations will
have on Bluegrass Water’s credit ratings and provide all such studies, analyses, and related
documents and calculations, including any in electronic format. In the event you have evaluated
such effects, please identify your conclusion(s) and describe in detail the basis for those
conclusions.

4, Please state whether you have evaluated the effects your recommendations will
have on Bluegrass Water’s ability to borrow funds in the marketplace or the interest rates Bluegrass
Water would pay if your recommendations are accepted by the Commission, and provide all such
studies, analyses, and related documents and calculations, including any in electronic format. In
the event you have evaluated such effects, please identify your conclusion(s) and describe in detail
the basis for those conclusions.

5. Please state whether you have evaluated the effects your recommendations will
have on Bluegrass Water’s ability to maintain any debt service coverage ratios contained within
Bluegrass Water’s credit facility approved by the Commission in Case No. 2022-00217 if your
recommendations are accepted by the Commission, and provide all such studies, analyses, and
related documents and calculations, including any in electronic format. In the event you have
evaluated such effects, please identify your conclusion(s) and describe in detail the basis for those
conclusions.

6. Please identify and provide a copy of all engagement letters or agreements by which
Mr. DeFever was engaged to testify on your behalf in this matter.

7. To the extent not already provided, please provide any other calculations,

workpapers, and other documents used to derive each adjustment shown in the Exhibits to the
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Direct Testimony of Mr. DeFever. Please provide these documents in electronic format with all
formulas intact. For each input and for each amount listed in the exhibit, please provide the source

of the input or amount and a record citation.

8. Does the Attorney General have a policy addressed at determining when to seek
intervention in a utility’s rate adjustment proceeding? If so, please provide a copy of the written
policy or summarize an oral policy.

9. Please provide a copy of all documents showing communications between the
Attorney General and any representative of Scott County regarding, arising out of, or related to
this case.

10. Please provide a copy of all documents showing communications between the
Attorney General and any person (including, but not limited to, elected or appointed officials at any
level of government) not a party to this case regarding, arising out of, or related to this case.

11. Please explain whether Mr. DeFever was paid by the Office of the Attorney
General, Scott County, or both intervenors in exchange for his written testimony in this case.

12. Please refer to the Direct Testimony of Mr. DeFever at Page 3, Section Ill. A,
relating to Randview Stranded Costs. Please explain how Mr. DeFever’s recommendation to not
allow recovery of the stranded cost of the Company’s investment into the Randview system is
consistent with the Commonwealth’s recognized public policy to encourage regionalization and
consolidation of wastewater systems to create economies of scale and to eliminate wasteful
duplication of fragmented wastewater systems.

13. Please refer to the Direct Testimony of Mr. DeFever at Page 3, Section Ill. A,
relating to Randview Stranded Costs. Please explain whether it is Mr. DeFever’s position that there

should be no incentive for larger, adequately capitalized utilities to invest in small, distressed
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wastewater systems and integrate them into the utility’s operations, despite the Commonwealth’s
stated policy of encouragement.

14, Please refer to the Direct Testimony of Mr. DeFever at Page 3, Section Ill. A,
relating to Randview Stranded Costs. Is it Mr. DeFever’s position that denying recovery of
stranded costs for an investment into a distressed system creates a chilling effect on utilities
investing in distressed systems in the future? Please explain your answer.

15. Please refer to the Direct Testimony of Mr. DeFever at Page 3, Section Ill. A,
relating to Randview Stranded Costs.

a. Please advise whether Mr. DeFever is aware of the circumstances that led to the
sale of the Randview system? Please explain your answer.

b. Please advise whether Mr. DeFever’s recommendation would change if he was
aware the Randview system was sold to the City of Mayfield due to the City of
Mayfield’s threat to annex the Randview system. Please explain your answer.

c. Please advise whether Mr. DeFever believes that Bluegrass Water should have
allowed the City of Mayfield to annex the Randview system, which would have
resulted in compensation of $0 for the assets. Please explain your answer.

d. Please confirm that Mr. DeFever believes that utilities in Kentucky should be
disincentivized from maximizing the value of its assets to benefit the ratepayers of
those utilities. If not confirmed, please advise how Mr. DeFever’s position of
denying recovery of the stranded costs of the Randview system incentivizes
Kentucky utilities to maximize the value of its assets for the benefit of ratepayers,
considering that the alternative to Bluegrass Water was to allow the Randview

system to be annexed for no compensation.
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16. Please refer to the Direct Testimony of Mr. DeFever at Page 5, Section Ill. B.,
relating to Cash Working Capital. Please also refer to the Commission’s February 14, 2024 Order
in Case No. 2022-00432, page 41 and the Commission’s August 2, 2021 Order in Case No. 2020-
00290, page 54. Please explain why Mr. DeFever is advocating against the Commission’s
precedent, which found that the 1/8th approach to calculating cash working capital is reasonable

for Bluegrass Water, particularly given its size and relative sophistication.

17. Please refer to the Direct Testimony of Mr. DeFever at Page 5, Section 1ll. B.,
relating to Cash Working Capital. Please also refer to the Commission’s February 14, 2024 Order
in Case No. 2022-00432, page 41 and the Commission’s August 2, 2021 Order in Case No. 2020-

00290, page 54.

a. Isit Mr. DeFever’s position that Bluegrass Water should increase rate case expense
by conducting a lead-lag study in the future despite the Commission’s precedent
that Bluegrass Water’s use of the 1/8 method is reasonable given its size and relative

sophistication? Please explain your answer.

b. Please explain the impact increased rate case expenses has on the rates paid by
Bluegrass Water’s ratepayers.

18. Please refer to the Direct Testimony of Mr. DeFever at Page 8-9, Section IV. C.,
relating to Late Fees. Please explain how requiring the invoiced late fees to be amortized over a
period of three years is consistent with cost-of-service causation principles.

19. Please refer to the Direct Testimony of Mr. DeFever at Page 8-9, Section 1V. C.,
relating to Late Fees.

a. Please provide the supporting Commission precedent, justification, or rationale as
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to why the 2025 annual amount of invoiced late fees was used to adjust the
Company’s forecasted revenue, rather than the amount from 2024 or the forecasted
amount from 2026.

b. Please refer to the Direct Testimony of Mr. DeFever at Page 17, Section IV. G
where Mr. DeFever recommends using an average of historical uncollectible
expense. Please explain why an average of the actual amounts of collected late fees
would not provide a more accurate expectation of collected late fees.

20. Please refer to the Direct Testimony of Mr. DeFever at Pages 9-11, Section I1V. D.,
relating to Health Insurance Premiums. Please explain whether it is Mr. DeFever's position that
only allowing recovery of employee health care expenses in accordance with the BLS average
allows the Company to attract and retain talented employees. Provide copies of all documents or
other information upon which Mr. DeFever bases his position.

21. Please refer to the Direct Testimony of Mr. DeFever at Page 12, Section IV. E.,
relating to Lobbying Expenses, and to Exhibit JD-1 — Schedule C. Please refer also to the
Company’s Response to the Office of the Attorney General’s Request for Information 1-61. Please
provide the supporting Commission precedent, justification, or rationale for removing the lobbying
expenses directly from the Company’s net operating income, rather than the Company’s reported
allocated employee costs.

22, Please refer to the Direct Testimony of Mr. DeFever at Pages 12-14, Section 1V. F.,
relating to Rate Case Expenses. Please refer also to the Company’s Response to the Office of the
Attorney General’s Fourth Request for Information No. 16 and the corresponding Exhibit OAG 4-
16 — Wastewater Rate Case Expense. Please explain why Mr. DeFever recommends amortizing

the remaining portion of the Company’s 2022 rate case expense over a longer period of three years,
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when the Company has proposed that such expense will be fully amortized by the end of the
forecasted test year.

23. Please refer to the Direct Testimony of Mr. DeFever at Page 18, Section IV. G.,
relating to Uncollectible Expenses. Please explain why Mr. DeFever selectively excluded the year
2024 from the statistical average of net write-offs for wastewater. Please provide the Commission
precedent, justification, or rationale for doing so.

24. Please refer to the Direct Testimony of Mr. DeFever at Page 18, Section IV. G,
relating to Uncollectible Expenses. Please provide the impact on Mr. DeFever’s recommended
methodology if the year 2024 is included in the average of net write-offs to revenues for
wastewater.

25. Please refer to the Direct Testimony of Mr. DeFever at Pages 19-20, Section IV.
H., relating to Allocated Costs. Please provide the Commission precedent, justification, or
rationale for using the allocated costs from a single year (2025), without consideration of inflation
or other economic factors, to calculate allocated costs for the forecasted test period.

26. Please refer to the Direct Testimony of Mr. DeFever at Pages 20-22, Section IV. 1.,
relating to Unaccounted for Water. Please explain whether it is Mr. DeFever’s position that the
Company should be required to install meters across all water systems in order to track
unaccounted for water. If the answer is yes, please explain whether it is Mr. DeFever’s position
that the Company should be able to recover this expense from its water customers through higher
rates, given that such a requirement would increase the Company’s rate base.

217, Please refer to the Direct Testimony of Mr. DeFever at Page 21, Section IV. I.,
relating to Unaccounted for Water.

a. Please provide the justification for using Kentucky American Water Company,
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28.

Graves County Water District, Bath County Water District, Allen County Water
District, and North McLean County Water District in Mr. DeFever’s proxy group
for calculation of an average of unaccounted for water loss in excess of 15%. Please
identify and explain the specific characteristics of these entities which make them
representative of Bluegrass Water.

Please explain why the calculated average is representative of the Company’s actual
unaccounted for water loss, given that the Company’s water operations are
unmetered.

Please provide all evidence available to Mr. DeFever that the Company’s actual
unaccounted for water loss exceeds 15%.

Please refer to the Direct Testimony of Mr. Michael Gorman at 14:6-9. Please

confirm that Mr. Gorman was provided a copy of Mr. DeFever’s Direct Testimony prior to

preparing his own testimony. Please provide a copy of all documents showing communications

between Mr. Gorman and Mr. DeFever relating to this case or to the filing of testimony.

29.

30.

Please refer to Exhibit JD-1 and Exhibit JD-2.

a. Please confirm that Mr. DeFever’s proposed revenue requirement for the

Company’s wastewater operations is $5,183,677, which is only $162,466 less than
what the Company proposed.

Please also confirm that Mr. DeFever’s proposed revenue requirement for the
Company’s water operations is $356,884, which is only $4,494 less than what the
Company proposed.

Please refer to the Direct Testimony and Exhibits of Michael P. Gorman filed on

behalf of Scott County, Kentucky. Does the Attorney General agree with recommended allocation
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of the wastewater revenue requirement proposed in the Direct Testimony of Michael P. Gorman?

This the 27th day of August, 2026.

Respectfully submitted,

[s/ Edward T. Depp

Edward T. Depp

R. Brooks Herrick

Hannah D. Thompson
DINSMORE & SHOHL LLP
101 South Fifth Street

Suite 2500

Louisville, KY 40202
502.540.2300

502.540.2529 (fax)
tip.depp@dinsmore.com
brooks.herrick@dinsmore.com
hannah.thompson@dinsmore.com
Counsel to Bluegrass Water Utility Operating
Company, LLC

Certification

I hereby certify that a copy of this filing has been served electronically on all parties of record
through the use of the Commission’s electronic filing system, and there are currently no parties that
the Commission has excused from participation by electronic means. Pursuant to the Commission’s
July 22, 2021 Order in Case No. 2020-00085, a paper copy of this filing has not been transmitted to
the Commission.

/sl Edward T. Depp
Counsel to Bluegrass Water Utility
Operating Company, LLC
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