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 WATER UTILITY OPERATING COMPANY, LLC’S
RESPONSES TO COMMISSION STAFF’S FOURTH REQUEST FOR INFORMATION

Bluegrass Water Utility Operating Company, LLC (“Bluegrass Water” or the “Company”),
by counsel, files its responses to Commission Staff’s Fourth Request for Information, issued in the

above-captioned case on June 12, 2026.

FILED: July 2, 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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-1: Refer to Bluegrass Water's response to Commission Staff's

Second Request for Information (Staff's Second Request), Item 47. Explain Bluegrass
Water's decision to utilize intercompany debt from its parent company with a higher interest
rate than securing standalone long-term debt with lower interest rates. Include in the
response evidence addressing whether the intercompany debt interest rate is the lowest

reasonable cost of debt.

RESPONSE: The availability of standalone long-term debt is dependent on the
Company’s ability to service such debt with cash flow resulting from rates. Following the
Commission’s order in Case No. 2022-00432, the Company assessed its level of cash flow
resulting from those rates and secured standalone debt consistent with that level of cash flow.
Given that the Company was unable to secure additional standalone debt, it turned to the
intercompany debt from its parent company to better balance its capital structure. The debt was
sourced through a competitive bid process with multiple lending institutions involved. While this
intercompany debt from the parent company had a higher interest rate than standalone debt, it
nevertheless had a lower cost than equity. As such, the intercompany debt resulted in a lower
overall weighted average cost of capital. Therefore, customers benefit from the utilization of

intercompany debt.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC No. 4-1
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-2: Refer to the Direct Testimony of Caitlin O'Reilly (O'Reilly

Direct Testimony), page 24. Refer also to the Cost Allocation Manual (CAM) provided in
Bluegrass Water's response to Commission Staff's First Request for Information (Staff's
First Request), Item 1.

a. Provide the calculation for the quarterly allocation factor that Bluegrass
Water has received and anticipates receiving in each quarter of the base period
ending March 31, and the forecasted test period ending July 31. Provide each
calculation in Excel spreadsheet format with all formulas, rows, and columns
unprotected and fully accessible.

b. Explain whether the "Factors for Allocation of Central States Water
Resources (CSWR), LLC Expense' table listed on page 24 of the O'Reilly
Direct Testimony reflects nine states or eleven states for the '""Other Regulated
Utility Affiliates."

c. Explain whether acquisitions approved for other CSWR affiliates, including
the increased customer count, utility plant in service (UPIS), or operating
expenses that coincide with those acquisitions would decrease Bluegrass
Water's allocation factor that it receives from CSWR.

d. Provide any planned acquisitions by CSWR or affiliates in the test year and
the estimated additional customers, UPIS, and operating expenses of those

planned acquisitions.

Response to PSC No. 4-2
Page 1 of 3



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

e. Provide the account numbers for each expense that is allocated to Bluegrass
Water from CSWR.

f. Provide an updated CAM that reflects all CSWR, LLC affiliates.

g. Provide the cost allocation factors for Bluegrass Water and all other regulated
utility affiliates, listed individually, for every quarter in 2025 and 2026 as

applied in the application.

RESPONSE:

a. Please see “Exhibit PSC 4-2 - OHA Factors” for the calculation of the quarterly
allocation factors for 2025 through Q2 2026. Unlike other utilities for which operations are more
static, CSWR, through its utility operating companies, continues to acquire systems in each of its
states. These acquisitions necessarily change Bluegrass Water’s percentage of utility plant in
service, revenues, and direct labor, relative to the whole of the CSWR organization. Forecasts of
OHA factors will then necessarily depend on the closing of acquisitions as well as the timing of
such acquisitions. The timing of acquisitions are oftentimes beyond the control of CSWR as they
are dependent on many factors including regulatory approvals, the resolution of title issues, and
seller’s willingness to close. Given the inability to properly forecast these closing, as well as the
associated changes to the three OHA cost drives, Bluegrass Water cannot accurately forecast these
numbers through the future test year. That said, the Company believes that historical overhead

allocations prove the reasonableness of the Company’s forecasted overhead allocation.

Response to PSC No. 4-2
Page 2 of 3



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

b. The Factors for Allocation of CSWR, LLC Expense table includes 11 states in the "other
regulated utility affiliates"

c. Yes, adding acquisitions for other CSWR affiliates can impact the overhead allocation
and decrease Bluegrass Water's allocation factor that it receives from CSWR, LLC. Similarly,
acquisitions by Bluegrass Water will also impact the overhead allocation and increase the
Bluegrass Water allocation factor that it receives from CSWR, LLC.

d. Bluegrass Water has no pending applications to acquire any systems in Kentucky.
Acquisitions in other states are necessarily speculative due to the need for regulatory commission
approval, seller execution of closing documents, and the need to secure all necessary easements
and clear title. Therefore, the Company has a difficult time characterizing any potential
acquisitions as “planned”.

e. The account numbers for which expense is allocated to Bluegrass Water by CSWR, LLC
are as follows: 403000, 404500, 408100, 426000, 427100, 903100, 921500, 921800, 923100,
923300, 923400, 923500, 923600, 923601, 923800, 923900, 924300, 928200, 928300, 930200,
931000, and 931500.

f. The CAM has not been updated to list all states of operations. The CAM provided in
Exhibit PSC 1-1 i1s applied to all CSWR utility operating companies in the eleven states where
CSWR utility operating companies operate.

g. Please see response to part A.

Witness: Caitlin O’Reilly, Director of Regulatory & Plant Accounting

Response to PSC No. 4-2
Page 3 of 3



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-3: Refer to the Direct Testimony of Brent Thies (Thies Direct

Testimony), page 32. Explain how Bluegrass Water calculated the accumulated depreciation
as of the date of acquisition for the Commonwealth Wastewater, Magruder Village, and
Yung Farms Estates wastewater systems. Provide the calculation in Excel spreadsheet

format with all formulas, columns, and rows unprotected and fully accessible.

RESPONSE: CSWR calculated the accumulated depreciation as of the date of acquisition
for Commonwealth Wastewater using the most recent and reliable financial documents from the
seller of the system. For Commonwealth Wastewater the most reliable information was the 2022
Annual Report. CSWR then classified the acquired assets into the appropriate NARUC accounts
and applied the corresponding service lives. The accumulated depreciation from the 2022 Annual
Report was subsequently rolled forward from the acquisition date using CSWR’s asset lives and
in-service assumptions. This methodology was applied only to the Commonwealth Wastewater
system.

The Magruder and Yung Farms Estates systems were recorded solely as land assets at the
time of acquisition, which are not subject to depreciation. Please see Exhibit PSC 4-3 “Acquisition

Accumulated Depreciation."

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC No. 4-3
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-4: Refer to the Thies Direct Testimony, pages 44-45.

a. Explain what is meant by depreciation "rates typically used in the industry."
b. Provide the depreciation rates that Bluegrass Water applied to its depreciable
water assets in the base period and the forecasted test period.

RESPONSE:

a. Depreciation “rates typically used in the industry” refers to CSWR’s assessment of
water depreciation rates developed through depreciation studies for its various utility operating
companies or, where such studies have not been performed, rates based on Commission-approved
values or other widely accepted industry guidance. These rates reflect the estimated service lives,
net salvage assumptions, and retirement characteristics of utility plant assets and are commonly
applied to regulated water utilities.

b. Please see "Exhibit PSC 4-4 - Depreciation Rates."

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC No. 4-4
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-5: Provide a copy of the depreciation study approved in Case No.

2022-00432, Bluegrass Water's most recent base rate case.

RESPONSE: Please see "Exhibit PSC 4-5 - 2022 Depreciation Study."

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC No. 4-5
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-6: Refer to the Direct Testimony of Aaron Silas (Silas Direct

Testimony), Exhibit AJS-4A, page 4, Bluegrass Water's Response to Staff's Second Request,
Item 1, and Bluegrass Water's Response to Staff's First Request, Item 28, Exhibit 1-28.
Confirm that Bluegrass Water presently operates 22 sewer systems. If unable to confirm,

explain.

RESPONSE: Confirmed. Bluegrass Water presently operates 22 wastewater systems.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC 4-6
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-7: Refer to Bluegrass Water's Response to Staff's First Request,

Item 28, Exhibit 1-28. Confirm that the total number of residential customers (excluding
multi-unit residential customers in Brocklyn) is 2,380. If this cannot be confirmed, explain
and provide the total number of residential customers (excluding multi-unit residential

customers in Brocklyn).

RESPONSE: The total number of residential wastewater customers is 2,353 as found in

Exhibit PSC 1-28.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC 4-7
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-8: Refer to Bluegrass Water's response to Staff's First Request,

Item 28, Exhibit 1-28, pages 1-2, and the 2024 Annual Report, page 25. Explain the
discrepancy in the number of commercial customers between the annual report and Exhibit
1-28.

RESPONSE: The figures reported in the Annual Report were derived using different
methodologies and should not be interpreted as the Company's current count of commercial
customer accounts. The 128 reported in the 2024 Annual Report reflects Equivalent Residential
Units ("ERUs") associated with commercial revenue for financial reporting purposes and not the
true number of commercial customer accounts. Following additional review, the Company has
updated its customer classification data and has attached an update to its responses to PSC Nos. 1-
28 and 1-29, as Exhibit PSC 4-8. The 38 commercial accounts identified in this update were
properly billed under commercial rates at all relevant times. The revised July 1, 2026, customer
count report simply reflects the true number of commercial customer accounts, not the ERUs of
commercial customer accounts. Any differences in the residential customer counts between the
various reports are attributable to normal customer growth and turnover, including new service

connections, move-ins, and move-outs that occurred between the reporting periods.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC 4-8
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-9: Refer to Bluegrass Water's response to Staff's Second Request,

Item 13. Provide the calculation of the $82.50 inspection fee described in the response in
Excel spreadsheet format with all formulas, rows, and columns unprotected and fully

accessible.

RESPONSE: Please see "Exhibit PSC 4-9 - Inspection Fee Calculation."

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC 4-9
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-10: Refer to Bluegrass Water's response to Staff's Second Request,

Item 14c. Provide detailed examples of the calculation described in the response in Excel

spreadsheet format with all formulas, rows, and columns unprotected and fully accessible.

RESPONSE: Please see “Exhibit PSC 4-10 - New Connection Estimates" for estimated
costs associated with adding a new connection. Since Bluegrass Water is proposing to change its
service charge for new connections from a flat rate to the actual cost of connection, these
"estimates" in this folder are based on the actual cost of a new connections that occurred with the

Company's affiliate company, CSWR-Texas, which varied based on the connection requested.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC 4-10
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-11: Refer to Bluegrass Water's response to Staff's Second Request,

Item 17. Provide documentary evidence that Bluegrass Water is charged $16 per returned

check by its banking facility.

RESPONSE: Please see Attachment "Exhibit PSC 4-11 - Returned Check Fee." As of the
start of 2026, Bluegrass Water is now charged $18 per returned check by its banking facility.

Therefore, the returned check charge is slightly below the actual cost incurred by the Company.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC 4-11
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-12: Refer to Bluegrass Water's response to Staff's Second Request,

Item 18b. a. If available, provide a detailed table that tracks how many customers utilized
which method of payment by billing month for the prior three calendar years, from 2023-
2025, in Excel spreadsheet format with all formulas, rows, and columns unprotected and
fully accessible. b. Explain how customers were made aware of all current payment options

offered by Bluegrass Water.

RESPONSE: a. Bluegrass Water’s third-party payment processor retains transaction data
for only two years. Therefore, as of the date of these responses, payment information is only
available from June 30, 2024. Accordingly, detailed payment method information is not available
for calendar year 2023. Please see "Exhibit PSC 4-12 - Payment Methods" summarizing number
of payment transactions by payment type and month from June 2024 through December 2025.

b. Customers are informed of available payment methods through information provided on

their monthly bills and on the Pay and View Bills page of the Company’s website.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC 4-12
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-13: Refer to Bluegrass Water's response to Staff's Second Request,

Item 30, attachment "Exhibit PSC_2-30 - Late Payments."

a. Explain any probable reasons for the spike in late payments from April 2024
onward. Include in the response whether Bluegrass Water has investigated
whether the late payments in each of its recent acquisitions were also high prior
to the system's acquisition and whether the reasons for late payments for those
customers have changed post-acquisition.

b. Explain whether significant occurrences of late payments are made in other
Central State Water Resources service territories and what, if anything, has been

done to correct that issue by the affiliates.

RESPONSE: a. As reflected in Appendix B to its Order in Case No. 2022-00432, the
Commission authorized a late payment charge for all wastewater systems except Magruder
Village, Yung Farm Estates, and Commonwealth Water. The Company began implementing this
late payment charge in April 2024. Thus, the increase in late payments beginning in April 2024 is
primarily due to the implementation of Bluegrass Water's new tariff. Prior to the effective date of
the new tariff, late payment fees were not authorized for the majority of Bluegrass Water's service
areas, and the “spike” in the occurrence of a late fee is attributable to the fact that the Commission

authorized the imposition of a late payment fee at additional systems, not a change in payment

Response to PSC 4-13
Page 1 of 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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

behavior of Bluegrass Water’s customers. Following implementation of the new tariff, late
payment fees were assessed in accordance with the approved tariff provisions.

Bluegrass Water acquires utility system assets rather than the utility company itself. As a
result, customer account balances and historical payment records do not transfer to Bluegrass
Water as part of the acquisition. Customers begin service with Bluegrass Water with a zero
account balance. Because these historical records are not transferred, Bluegrass Water is unable
to determine whether late payment levels were higher prior to acquisition or whether the reasons
for late payments changed following acquisition.

b. Late payments occur across CSWR service territories, as is common among utility
providers. To assist customers and reduce delinquent balances, CSWR affiliates maintain ongoing
customer outreach efforts, including notices that communicate account balances, past-due
amounts, and available payment plan options. In addition to mailed notices, call campaign
notifications are available for customers who elect to receive communications through that
channel. The Company has also expanded the payment methods available to customers over time,

providing greater flexibility and convenience when making payments.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC No. 4-13
Page 2 of 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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-14: Refer to Bluegrass Water's response to Staff's Second Request,

Item 59. This response was not responsive to the requested information. Seek and provide a
quote from each appropriate/applicable water utility serving Bluegrass Water customers as
to what it would cost for Bluegrass Water to obtain that monthly water usage data for each
service territory. Provide updated responses as necessary when Bluegrass Water receives the

requested information. Consider this an ongoing request.

RESPONSE: Bluegrass Water’s wastewater rate design is based upon a flat monthly
charge. Therefore, water usage is not a necessary billing determinant. Given the irrelevance of
water usage, Bluegrass Water has not sought quotes from the applicable water utilities for
individual customer usage data. As such, Bluegrass Water has no information that is responsive
to this data request, nor does Bluegrass Water have the legal right to demand that any water utility
provide such information. Please also see Response to PSC No. 4-17.

The Company continues to assert that the utilization of flat monthly charges is standard in
the wastewater industry as the cost profile of wastewater utilities consists largely of fixed costs
associated with pipes and treatment equipment. Only a small portion (electricity and chemicals)
of a wastewater utility’s cost profile is variable in nature. Given the cost causation goal of rate
design, these fixed costs are appropriately recovered through a flat monthly charge. Therefore, the

cost of collecting water usage data and administering a more complex usage-based wastewater

Response to PSC 4-14
Page 1 of 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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

rate, as well as the increased customer confusion from such a rate design, would greatly outweigh

the minimal benefit of such a rate design.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC No. 4-14
Page 2 of 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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-15: Refer to Bluegrass Water's response to Staff's Second Request,

Item 59.
a. Provide the water utility responsible for serving each of Bluegrass Water's sewer
systems, by system.
b. If Bluegrass Water were to receive water usage data on a monthly basis from each
applicable water utility serving its sewer customers, explain whether Bluegrass
could develop and implement volumetric usage rates for all customer classes in

addition to the fixed monthly charge.

RESPONSE:

a. Please see "Exhibit PSC 4-15 - Sewer System Water Providers."

b. Yes, Bluegrass could develop and implement volumetric usage rates for all
customer classes dependent on the information that is provided by the applicable water utility.
That said, as reflected in Response to PSC No. 4-14, the Company believes that the value of a
volumetric usage-based wastewater rate would be outweighed by the cost of gathering water usage,
administering a usage-based rate, and addressing any customer confusion associated with

migrating from a flat monthly charge to a usage-based rate.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC 4-15
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-16: Refer to the Redlined Direct Testimony of Aaron Silas (Silas

Redlined Direct Testimony), page 19, footnote 6.

a. State the utility that provides the water usage data for the Delaplain non-
residential customers and provide a copy of the contract or agreement that details
the terms of the arrangement.

b. State whether Bluegrass Water has attempted to gain water usage for other
customers besides the Delaplain non-residential customers in this service area or

other service areas that are served by the same water utility.

RESPONSE:

a. Kentucky American Water provides Bluegrass Water with the water usage data for
the Delaplain system. This arrangement was inherited through the acquisition of the system and
does not have a formal written agreement in place.

b. Bluegrass Water has attempted to gain water usage data for the other customers
outside of the Delaplain non-residential customers, but Kentucky American Water has either
declined to enter into an agreement or has not responded to Bluegrass Water's attempts to enter

into an agreement.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC 4-16
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-17: Refer to the Silas Redlined Direct Testimony, page 27, lines 24-

25. State which water utilities Bluegrass Water has a shut-off agreement with and provide a

copy of each agreement.

RESPONSE: None. While Bluegrass Water has contacted the water utilities that provide
water to the sewer systems the Company operates, those water utilities have either declined to
enter into an agreement or have not responded to Bluegrass Water’s attempt to enter into a shut-
off agreement. This is not surprising as water utilities generally do not want to shut-off water
service, and forego receipt of water revenues, simply because a customer is not paying for sewer

service to a third-party.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC 4-17
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-18: Refer to Bluegrass Water's response to Staff's Second Request,

Item 19(b).

a. Provide a comparison of the impact on the revenue requirement if Bluegrass
Water had utilized its actual internal budgeting process for each expense category
rather than using the Personal Consumption Expenditures (PCE) Price Index in
its original filing. Provide the response in Excel spreadsheet format with all
formulas, rows, and columns unprotected and fully accessible.

b. Explain why it is appropriate to use the PCE as a price index for individual

business expense category.

RESPONSE:

a. The Company does not budget for each expense category and therefore does not
have the information available to respond to this request.

b. The Company selected the PCE Index because it is a widely accepted measure of
economy-wide inflation and is the primary inflation metric relied upon by the Federal Reserve in
conducting monetary policy. The Company believes the PCE Index provides a reasonable and
objective basis for escalating expense categories that are primarily impacted by general
inflationary pressures. In addition, the PCE Index generally produces lower inflation factors than

the CPI, resulting in a more conservative forecast of future expenses.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC No. 4-18
Page 1 of 1



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 RESPONSES TO THE

COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-19: Refer to Bluegrass Water's response to the Attorney General's

First Request for Information (Attorney General's First Request), Exhibit AG 1-24(a). Refer

also to the final Order in Case No. 2020-00290, page 87, where the Commission stated that it

was appropriate to adjust salaries in line with the Bureau of Labor Statistics average of a 3.0

percent yearly increase.

a.

Provide an explanation for the approximate 53 percent increase in salary from
2023 to 2026 for the President of Bluegrass Water.

Provide an explanation for the approximate 38 percent increase in salary from
2023 to 2026 for the Vice President of Bluegrass Water.

Provide an explanation for the 50 percent increase in salary from 2024 to 2026 for
the Chief Financial Officer of Bluegrass Water.

Provide an explanation for the approximate 34 percent increase in salary from
2023 to 2026 for Bluegrass Water's In-House General Counsel.

Provide an explanation for the approximate 59 percent increase in salary from
2023 to 2026 for the Vice President/Corporate Controller of Bluegrass Water.
Provide an explanation for the approximate 41 percent increase in salary from
2023 to 2026 for the Senior Vice President of Bluegrass Water.

Provide the projected salaries for each position listed in Bluegrass Water's

Response to the Attorney General's First Request, Exhibit AG 1-24(a) for the base

Response to PSC 4-19
Page 1 of §



ELECTRONIC APPLICATION OF BLUEGRASS WATER UTILITY OPERATING
COMPANY, LLC FOR AN ADJUSTMENT OF WATER AND SEWAGE RATES
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period ending March 31, 2026, in Excel spreadsheet format with all formulas,
columns, and rows unprotected and fully accessible.

h. Provide the projected salaries for each position listed in Bluegrass Water's
Response to the Attorney General's First Request, Exhibit AG 1-24(a) for the
forecasted test period ending July 31, 2027, in Excel spreadsheet format with all

formulas, columns, and rows unprotected and fully accessible.

RESPONSE: (a) — (f) CSWR (the parent company of Bluegrass Water) executive
compensation is intended to be competitive with other comparably sized utilities in the industry.
To maintain the level of expertise held by CSWR, CSWR must be able to attract experienced and
qualified individuals to serve as executives. Executive compensation is therefore designed to
compensate these individuals for their relative experience and deter them from leaving CSWR for
its competitors. Compensation is not based upon a set percent increase from previous year’s
compensation levels. Rather, as described below, executive compensation is based upon market
research to determine the compensation level that is competitive with (but still lower than) other
similarly situated utilities.

CSWR uses publicly available compensation data disclosed pursuant to SEC Regulation
S-K, codified at 17 CFR Part 229, to assess the reasonableness of its executives’ compensation.
SEC Regulation S-K sets forth the disclosure requirements of public companies under the
Securities Exchange Act of 1934. The disclosure requirements associated with approval for the

compensation of executives are set forth in detail at Section 229.402. Among other things, Section
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229.402(b) requires a discussion of “the compensation awarded to, earned by, or paid to the named
executive officers.” This regulation also provides for certain financial comparisons between the
publicly traded company and its self-determined “peer group.” Finally, the regulation requires
“the identity of the issuers composing the [peer] group.”

Publicly traded utilities are subject to the disclosure requirements of Regulation S-K and
thus routinely provide comparisons of executives’ compensation among their “peer groups.” While
CSWR is not publicly traded, and is not subject to the SEC executive compensation disclosure
regulations, including the identification of a peer group, CSWR utilizes the process envisioned in
Regulation S-K to assess the reasonableness of executive compensation. Specifically, CSWR
routinely identifies peer companies and consults publicly available compensation data for those
peer companies, which guide the compensation decisions for its highest paid executives.

CSWR has identified five comparable, publicly traded water utilities as peer companies:
American States Water, California Water, Middlesex Water, H20O America, and Global Water.
Within the Compensation Discussion and Analysis section of the Form 14A proxy statements for
these five water utilities, the Company has noticed that four non-water, public utilities are
consistently utilized within the Compensation Peer Group. Specifically, Chesapeake Utilities is
listed as a peer by four of the water utilities, and Northwest Natural Holdings, Unitil and MGE
Energy are listed as peers by three of the water utilities.

Therefore, for purposes of determining the reasonableness of its executive compensation,
CSWR includes the following five publicly traded water utilities (American States Water,

California Water, Middlesex Water, H20O America, and Global Water) and four publicly traded
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non-water utilities (Unitil, Chesapeake Utilities, Northwest Natural Holdings, and MGE Energy)
within its peer group.

Having identified CSWR’s peers, CSWR assesses executive compensation annually using
peer data such as that contained in Exhibit PSC 4-19, which is consistent with SEC Regulation S-
K. As detailed in the attached Exhibit PSC 4-19, the total compensation for CSWR executives is
approximately 41-65% below the total average compensation for executives of the nine peer group
companies, with CSWR’s executive compensation consistently ranking among the lowest of its
peer group companies. Total compensation for peer group executives not only includes salary, but
also consists of stock awards, non-equity incentive plan compensation, and any other
compensation. Using compensation data from these other similar utilities ensures that CSWR’s
salary and benefits packages for executives remain competitive in the market. Thus, the specific
percentage increases in executive compensation are attributable to CSWR’s attempt to be
competitive among its peers in attracting effective leadership.

(g)—(h) The salaries for the end of the base period (March 31, 2026) are reflected in
Exhibit OAG 1-24(a) and Exhibit PSC 4-19. Current 2026 executive compensation is expected to
remain in effect for the entire 2026 calendar year. The Company will not begin analyzing
executive compensation packages for 2027 until the fourth quarter of 2026. Therefore, the
Company has not determined executive compensation for any years beyond 2026. At that time,
as mentioned above, the Company will review the publicly available compensation packages for

the peer group of companies as filed with the SEC in April / May of 2026.
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Executive compensation is not separately projected outside of all CSWR corporate costs
(direct administrative costs). Rather, executive compensation is included as a component of all
CSWR corporate costs and allocated consistently with the redlined direct testimony of Caitlin
O’Reilly (pages 17-19). Therefore, within its overall projection of all “direct administrative costs,”
executive compensation for both the projected portion of the base period and for the forward-
looking test period is simply forecasted to escalate by the PCE Index. (Importantly, the Company
did not separately analyze any direct administrative costs to determine the appropriate escalator
for these specific costs. Instead, direct administrative costs (as a whole), were forecasted to
increase into the forward-looking test period by the PCE Index. Thus, while some direct
administrative costs may increase at a greater rate than the PCE Index, other aspects of direct

administrative costs will not increase at the same rate).

Witness: Brent Thies, Senior Vice President, Accounting & Finance
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REQUEST NO. 4-20: Refer to Bluegrass Water's response to Staff's Second Request,

Item 9. For the months October 2025 through February 2026, individually, provide the
following information.

a. The billable hours allocated to Bluegrass Water.

b. Copies of the time sheet or documentation supporting the billable hours.

c. The total amount billed to Bluegrass Water for Intelogix.

d. The total amount billed to each subsidiary for the same Intelogix service.

e. Provide the contract with Intelogix.

f. Provide the contract with Nitor.

RESPONSE:

a. Please see CONFIDENTIAL “Exhibit PSC 4-20” (Parts 1 — 5) for Intelogix
invoices. The billable hours assigned to Bluegrass Water and all other subsidiaries can be found
in column H on tab “Billable Hours.” Any cost that is not directly assigned to a subsidiary in
column C is allocated to each state based on that state's percentage of the total billable cost as
shown on the “Summary” tab.

b. Please see CONFIDENTIAL “Exhibit PSC 4-20 (Parts 1 — 5).”

c. The amount billed to Bluegrass for the five months of October 2025 through
February 2026 for Intelogix was $21,448.26.

d. Please see each invoice for the amounts billed to each subsidiary.

Response to PSC 4-20
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e. Please see CONFIDENTIAL Exhibit 19 to the Application — Service Contracts, at
Page 22 — 40, and CONFIDENTIAL Exhibit OAG 1-126 — Corrected CONFIDENTIAL Exhibit
19 to the Application — Service Contracts

f. Please see CONFIDENTIAL “Exhibit PSC 4-20(f) — Nitor Contract.”

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting
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REQUEST NO. 4-21: Refer to Bluegrass Water's response to the Attorney General's

First Request, Item 66.

a. Explain what the "other" category encompasses.

b. Explain why the expenses for "other'" cease.

c. Explain the "AMRTS8843" expense. Include any supporting documentation of the
amount.

d. Explain how the "cost/saving" amount was calculated. Include in the response
specific accounts and amounts used to derive the savings.

RESPONSE:

a. The “Other” category reflects customer service related billing and collection
expenses recorded in NARUC Account 903100, including vendor charges associated with
customer service functions.

b. The September entries were inadvertently omitted from the prior response. The

underlying expenses do not cease in September. Rather, they continue as part of ongoing Account

903100 activity.
c. “AMRT8843” reflects the 12-month amortization of the final Nitor billing.
d. The cost savings were calculated by summing the historical Intelogix and Nitor

billing-related expenses recorded in Account 903100 and developing an average monthly cost,

which was then annualized to represent total annual customer service costs. The projected
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Intelogix monthly cost was similarly annualized, and the difference between the two annual
amounts represents the total cost savings. The total savings were then allocated between water
and wastewater based on customer counts. The calculation relies only on "the costs associated
with Nitor and Intelogix" and does not separately include or rely on individual components

identified in parts (a)—(c).

Witness: Brent Thies, Senior Vice President, Accounting & Finance
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REQUEST NO. 4-22: Refer to Bluegrass Water's response to the Attorney General's

First Request, Items 25 and 26.
a. Provide the written policy for the award of the bonus and allotted vehicle allowance
noted in the responses.
b. In the format of Schedule K, for each executive officer, listed by name and title. In
Schedule K, provide the amounts, in gross dollars, separately for total company
operations and jurisdictional operational information individually for each corporate
officer. Provide also the following listed items:
(1) Overtime pay, individually for each executive officer, or a statement that
there is none.
(2) Confirmation that the bonus listed includes incentive compensation. If not
confirmed, provide total incentive compensation for each executive officer.
(3) The stock options for each individual corporate officer.

(4) Total deferred compensation for each individual corporate officer.

RESPONSE:

a. There 1s no written policy for the award of the bonus and allotted vehicle allowance
noted in the responses.

b. Please see Exhibit PSC 4-22. Please note that the Company does not have a defined

contribution plan.
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1. There is no overtime pay for executive officers.

2. Executive compensation does not include any incentive compensation.
3. There are no stock options for corporate officers.

4. There are no deferred compensation arrangements for corporate officers.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting
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REQUEST NO. 4-23: State whether a wage and benefit study was performed for the

CSWR, LL.C employees. If so, provide a copy. If not, explain the response.

RESPONSE: Please see the response to PSC No. 4-19 regarding executive compensation.
CSWR LLC did not perform a wage and benefit study for non-executives for this case. A third-
party wage and benefit study was prepared and provided in Kentucky Public Service Commission
Case No. 2022-00432. Rather than perform a new study for this case, the Company determined
that the cost of an additional study that would ultimately be passed down to the customers was not
appropriate. The Company continues to evaluate employee compensation and benefits using
industry benchmarking resources and management judgment, while considering the Company's

size, growth, operational needs, and ability to attract and retain necessary human resources.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting
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REQUEST NO. 4-24: Refer to Bluegrass Water's response to Staff's First Request for

Information, Item 32, and Bluegrass Water's response to the Attorney General's First
Request, Item 30.
a. Provide the contracts with Dinsmore & Shohl, LLP, Woodsmall Law, and
Scott Madden.
b. Provide actual invoices from all parties listed in part a, with a total of
expenses incurred to date. Consider this an ongoing request.
c. Explain why two legal firms have been consulted on this case and the roles
of each.
d. Refer to the Amended Exhibit PSC 1-32. Explain whether or not Scott

Madden charges an hourly fee and reconcile rows 16 and 19.

RESPONSE:

a. Please see Exhibit OAG 1-151a for a copy of the engagement letter with Dinsmore
& Shohl LLP. Please see Exhibit PSC 4-24(a) for the engagement letters with Scott Madden and
Woodsmall Law.

b. Please see Amended Exhibit PSC 1-32 filed on May 8, 2026, which includes all
actual invoices received through the date of filing Amended Exhibit PSC 1-32. Please also see

Exhibit PSC 4-24(b) for additional invoices from Dinsmore & Shohl LLP received through May
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31, 2026. No additional invoices from Woodsmall Law or ScottMadden have been received since
the May 8, 2026 filing. Please also see the Response to OAG 3-92.

c. Two legal firms were retained by Bluegrass Water because each firm provides a
distinct level of expertise necessary for this case and performed different duties. David
Woodsmall, of Woodsmall Law Firm, has 35 years of utility regulatory experience both in private
practice and in-house with various regulated utility companies. In fact, Mr. Woodsmall was
employed by CSWR for numerous years, prior to leaving CSWR to form Woodsmall Law in
November 2024. As such, Mr. Woodsmall has an indispensable level of understanding regarding
Bluegrass Water’s operations. While Mr. Woodsmall is licensed in Missouri, he is not licensed in
Kentucky. Thus, Mr. Woodsmall's activities in the rate case were limited to assisting with the
preparation of direct testimony and other application materials. For this reason, Dinsmore & Shohl
was engaged to provide all other necessary Kentucky legal services for this rate case, as well as
other Kentucky regulatory matters.

Following the filing of the Application in this matter, Mr. Woodsmall agreed to return to
employment at CSWR as the Sr. Vice President - Rates & Regulatory, effective March 16,
2026. As such, no additional consulting services will be provided by Woodsmall Law Office
during the pendency of this rate case.

d. ScottMadden's engagement includes both flat-fee and hourly billing. The rate of

return analysis and direct testimony were performed under a not-to-exceed flat fee of $27,500,
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while additional services, such as discovery support and hearing preparation, are billed on an
hourly basis. Accordingly, rows 16 and 19 of Amended Exhibit PSC 1-32 reflect different billing

arrangements under the same engagement.

Witness:  Caitlin O'Reilly, Director of Regulatory & Plant Accounting
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REQUEST NO. 4-25: Refer to Bluegrass Water's response to the Attorney General's

First Request, Item 21.
a. State the charge for CheckFreePay payment options.
b. List the available CheckFreePay locations per Bluegrass system.

c. State whether Bluegrass Water has informed customers of this in-person

option.
RESPONSE:
a. The charge to use the CheckFreePay payment option varies by location. The charge

associated with using the CheckFreePay payment option is collected by the location the payment
is made, and Bluegrass Water does not receive this fee from the payment processor.

b. Please see the "Exhibit PSC 4-25 - CheckFreePay Locations” for a list of each
system's closest locations.

C. This information is included with every customer bill under the "Paying Your Bill"

section that includes all the different ways a customer can pay their bill.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations
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REQUEST NO. 4-26: Refer to Bluegrass Water's response to Staff's Second Request,

Item 8(a), Exhibit PSC_2 8a, Sheet 61 of the Clean Consolidated Wastewater Tariff and
Sheet 5 of the Clean Consolidated Water Tariff provided as Exhibit OAG_1-35.
a. State whether the mail in address is the same for all Bluegrass Water
customers. If not, provide the address by system.
b. Bluegrass Water stated it only sends a "Welcome Letter" to new customers
following acquisition of additional systems. State whether Commonwealth
Wastewater and Yung Farm customers received a Welcome Letter. If so, provide a

copy. If not, explain the response.

RESPONSE:
a. The mail in address is the same for all Bluegrass Water customers.
b. Please see "Exhibit PSC 4-26 - Welcome Letters" for a copy of the Welcome Letters

received by Commonwealth Wastewater and Yung Farms customers.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations
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REQUEST NO. 4-27: Refer to Bluegrass Water's response to Staff's Second Request,

Item 8(b). State whether Bluegrass Water sent community specific mailers in 2025. If so,

provide copies of the paper, community-specific customers mailers distributed to customers.

RESPONSE: Please see "Exhibit 4-27 - Community Mailers."

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations
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REQUEST NO. 4-28: Refer to Bluegrass Water's response to the Attorney General's

First Request, Item 50. The answer was not responsive. Provide a copy of every annual report

filed with the Commission since Bluegrass Water's last rate case, so that they are available

in the record of this proceeding.

RESPONSE: Please see "Exhibit PSC 4-28 - Bluegrass Annual Reports."

Witness: Brent Thies, Senior Vice President, Accounting & Finance
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REQUEST NO. 4-29: Refer to Bluegrass Water's response to the Attorney General's
First Request, Item 127. State when the study to determine the potential cost of bringing its

operations in-house will be completed.

RESPONSE: The in-house study has been completed, and Bluegrass Water will

supplement this Response with a copy.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting
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REQUEST NO. 4-30: Refer to the Application, Exhibit 19, page 14. Provide a monthly

breakdown, per system, of the number of requests for "Additional Work" performed by

Clearwater, whether the requests were approved, and the cost of each request.

RESPONSE: Please see "Exhibit PSC 4-30 - Additional Clearwater Work," which

provides a monthly breakdown by system of additional work charges billed by Clearwater.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting

Response to PSC 4-30
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-31: Refer to Bluegrass Water's response to the Attorney General's

First Request, Item 9, attachment "Exhibit OAG_1-9_- Arrearage Balances.xlsx." Provide
the data supplied in the Aging Report tabs categorized by each "municipality" in table
format. In each table, provide the percentage of customers from each municipality that
incurred a late payment fee for each year. Provide the response in Excel spreadsheet format

with all formulas, rows, and columns unprotected and fully accessible.

RESPONSE: Please see CONFIDENTIAL "Exhibit PSC 4-31 - Arrearage Balances."

Witness: Brent Thies, Senior Vice President, Accounting & Finance
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REQUEST NO. 4-32: Refer to the O'Reilly Direct Testimony, page 24 and the Cost

Allocation Manual (CAM) provided as Bluegrass Water's Response to Staff's First Request,
Item 1.

a. The O'Reilly testimony lists five quarters of CAM calculation results but
does not indicate which allocators were used for which portion of the Base Period.
Provide the CAM calculations for the Base Period utilizing the actual Customer
Counts, Operating Expenses, and Utility Plant In Service during the initial first six
months of the Base Period.

b. State which CAM allocations were used for the remaining six months of the
Base Period where costs were estimated, and provide the calculations, including

assumptions, used for the estimated period.

RESPONSE:

a. The Q2-2025 factor was applied to the months April, May, June 2025 of the base period
and Q3-2025 was applied to the months July, August, and September 2025 of the base period.

b. The remaining six months were forecasted using only the PCE factor and no additional

allocation was made. Please also see Response to PSC No. 4-2.

Witness:  Caitlin O'Reilly, Director of Regulatory & Plant Accounting
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REQUEST NO. 4-33: Refer to the O'Reilly Direct Testimony, page 27. Provide

explanations for each of the major cost drivers resulting in the increase of 65.05 percent from
the six months actual costs during the Base Period, $165, compared to the six months of
estimated costs, $273, for the remainder of the Base Period for the wastewater portion of the

estimated allocation of indirect administrative costs.

RESPONSE: The Company calculated forecasted expenses by applying the inflationary
factor to the previous year’s corresponding month. The increase observed in the second half of
the base period is consistent with the prior-year period (April 1, 2024, through March 31, 2025),
which reflects a similar trend in expense levels. For example, total General and Administrative
expenses for the period April 1, 2024, through September 30, 2024, were approximately $475,000,
compared to approximately $805,000 for the period October 1, 2024, through March 31, 2025.
This pattern reflects the Company’s typical seasonal spending trends, where higher expenditures

tend to occur in the beginning and end of the fiscal year.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting
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REQUEST NO. 4-34: Refer to the O'Reilly Direct Testimony, page 18. For the

wastewater portion of the estimated allocation of direct administrative costs for the Base
Period, provide explanations for each of the major costs drivers resulting in an increase of
50.19 percent from the six months of actual costs during the Base Period, $87, compared to

the six months of estimated costs, $130, for the remainder of the Base Period.

RESPONSE: The Company calculated forecasted expenses by applying the inflationary
factor to the previous year’s corresponding month. The increase observed in the second half of
the base period is consistent with the prior-year period (April 1, 2024, through March 31, 2025),
which reflects a similar trend in expense levels. For example, total General and Administrative
expenses for the period April 1, 2024, through September 30, 2024, were approximately $475,000,
compared to approximately $805,000 for the period October 1, 2024, through March 31, 2025.
This pattern reflects the Company’s typical seasonal spending trends, where higher expenditures

tend to occur in the beginning and end of the fiscal year.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting

Response to PSC 4-34
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REQUEST NO. 4-35: Refer to Bluegrass Water's Response to the Attorney General's

First Request, Item 153, Exhibit 1-153 and Bluegrass Water's Response to Staff's Second
Request, Item 27, Exhibit 2-27.

a. Provide copies of the receipts, invoices, or other forms of verifiable
payments made for the capital improvements for the Randview Lift Station and Road
Refurbishment.

b. Provide copies of the receipts, invoices, or other forms of verifiable
payments made for the capital improvements for the Randview Collection Sewers-
Force, as well as the receipts, invoices or other forms of verifiable payments made for
Title and closing.

c. Provide copies of the receipts, invoices, or other forms of verifiable payments
made for the capital improvements for the Randview Collection Sewers-Gravity.

d. Provide copies of the receipts, invoices, or other forms of verifiable
payments made for the Randview Services.

e. Provide copies of the receipts, invoices, or other forms of verifiable payments
made for the Randview Land.

f. Provide copies of the receipts, invoices, or other forms of verifiable payments
made for Randview Oxidation Lagoon Land from Acquisition.

g. Provide copies of the receipts, invoices, or other forms of verifiable

payments made for the Randview Treatment Equipment from Acquisition.

Response to PSC 4-35
Page 1 of 3



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

h. Provide copies of the receipts, invoices, or other forms of verifiable
payments made for the capital improvements for the Randview Construction in

Progress.

RESPONSE:

a. Please see Exhibit PSC 4-35(a) - Lift Station Support, Parts 1-3.

b. Please see Exhibit PSC 4-35(b) - Collection Sewers Force Support, Parts 1-2.

c. Please see Exhibit PSC 4-35(c) - Collection Sewers Gravity Support, Parts 1-2.

d. Please see Exhibit PSC 4-35(d) - Services Support — Randview Flinn Engineering
Report. Please see also Exhibit PSC 4-35(c) - Collection Sewers Gravity Support Part 2.

e. Please see Exhibit PSC 4-35(e) - Land Support, Parts 1-2. Please see also Exhibit
PSC 4-35(c) - Collection Sewers Gravity Support Part 2 — Randview Purchase Accounting and
Exhibit PSC 4-35(d) - Services Support — Randview Flinn Engineering Report.

f. Please see Exhibit PSC 4-35(d) - Services Support — Randview Flinn Engineering
Report and Exhibit PSC 4-35(c) - Collection Sewers Gravity Support Part 2 — Randview Purchase
Accounting.

g. Please see Exhibit PSC 4-35(d) - Services Support — Randview Flinn Engineering
Report and Exhibit PSC 4-35(c) - Collection Sewers Gravity Support Part 2 — Randview Purchase
Accounting.

h. Please see Exhibit PSC 4-35(h) - CIP Support, Parts 1-15.

Response to PSC No. 4-35
Page 2 of 3



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC No. 4-35
Page 3 of 3



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-36: Refer to the Excel spreadsheet labeled Amended Exhibit 9 -

_Financial Workbook-Errata (Amended Exhibit 9) at the "RB TY 13-Month Avg'" Tab at
line 86. Refer also to the Thies Direct Testimony at 18-19. Explain how the acquisition
adjustment for Bluegrass Water's wastewater assets increased from $0 in the original filing

to $112,296 in the Amended Exhibit 9 filing.

RESPONSE: The acquisition adjustment was inadvertently omitted from the "RB TY 13-

Month Avg" tab in the original filing. Upon identification of the error, the acquisition adjustment

was included in Amended Exhibit 9, resulting in the $112,926 balance reflected at line 86.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC 4-36
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-37: Refer to the Amended Exhibit 9, Excel spreadsheet, ""Summary

IS WW'" Tab at cell N7. Refer also to the Exhibit 9 - Financial Workbook Excel Spreadsheet
in Bluegrass Water's original filing, '"Summary IS WW" Tab at cell N7. Explain why
Bluegrass Water's revenues in the test year are now expected to increase by $166,677 less

than the original filing in the test year.

RESPONSE: The revenue increase in cell N7 reflects the revenue deficiency calculated
on the Revenue Requirement tab. Since rate base decreased in the amendment, the corresponding
revenue deficiency also decreased. Please refer to the Revenue Requirement WW tab, cell 128, for

the corrected revenue deficiency calculation, which is $166,667 less than the original filing.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC 4-37
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-38: Refer to the Amended Exhibit 9, Excel spreadsheet, ""Balance

Sheet Summary" Tab at cell N41. Refer also to the Amended Exhibit 9 Excel spreadsheet,
""Capital Structure'" Tab at cell D16. Provide an explanation for the approximate $436,820
difference listed for the amounts '""Payable to Associated Companies'" between Bluegrass
Water's balance sheet and Bluegrass Water's proposed capital structure in the forecasted

test period.

RESPONSE: The $436,820 difference between the balance sheet summary and the capital
structure is attributable to the exclusion of cash working capital transfers from the parent company
in the capital structure. The capital structure includes only external debt sourced by CSWR, LLC.
Please refer to Amended Exhibit 9, tab "Balance Sheet Detail, " on lines 119 and 120 for

clarification.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC 4-38
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-39: Refer to the Amended Exhibit 9, Excel Spreadsheet, Income

Statement Detail Tab at Line 43. Provide historical expense levels from 2020 through 2025

for Account 922.001 - ""Admin Expenses Transferred-Direct."

RESPONSE: Please see “Exhibit PSC 4-39 - Admin Expenses — Direct,” for 2025.

Bluegrass Water did not create this account until 2025.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting

Response to PSC 4-39
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-40: Refer to the Amended Exhibit 9, Excel Spreadsheet, Income

Statement Detail Tab at Line 156. Explain how Account 405.120 - Amortization of Deferred
Debits had a zero-dollar balance for the most recent two full calendar years, yet has a balance

of $(39) in the forecasted test period.

RESPONSE: As explained in the direct testimony of Brent Thies, the Company is
requesting that the stranded investment of the Randview plant be amortized over 10 years. The
amount recorded in account 405.120 in the forecasted test period is the amortization expense of

the unrecovered investment.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC 4-40
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-41: Refer to Bluegrass Water's supplemental response to Staff's

First Request, item 4. Explain the drivers that caused Bluegrass Water to overstate its Water

and Wastewater UPIS assets.

RESPONSE: During the Company's review of data in response to regulatory data requests,
certain assets were identified as having been inadvertently included in the initial filing, which was
due to human error. The removal of these assets resulted in reductions to total rate base,
depreciation expense, and income tax expense. In the course of this review, the Company also
identified an error in the methodology used to allocate Contributions in Aid of Construction
(CIAC) balances between water and sewer operations. The allocation methodology has been

corrected, and the associated balances have been updated accordingly.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC 4-41
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-42: Refer to Bluegrass Water's supplemental response to Staff's

First Request, Item 4. Confirm that the amendments made to the original Application did
not result in any change to Bluegrass Water's original Return on Equity (ROE) analysis. If
the answer is not confirmed, provide an explanation as to how Bluegrass Water's ROE

analysis changed as a result of the errors being corrected.

RESPONSE: Confirmed. The amendments made did not result in any change to the

original Return on Equity.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC 4-42
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-43: Refer to the Amended Exhibit 9, Excel spreadsheet, Income

Statement Detail Tab at line 162. Provide Bluegrass Water's historical levels of expense in
Account 405.200 from 2020-2025. Provide a more detailed explanation for the $641,902
increase in Account 405.200 - Interest Expense - Intercompany from 2024 to the forecasted

test year including any supporting documentation.

RESPONSE: In interpreting this data request, the Company is assuming the detail
requested is for account 427.001, which is the account set forth in line 162 on the Income Statement
Detail Tab of Amended Exhibit 9. Please see “Exhibit PSC 4-43 - Interest Expense -
Intercompany.” There is no activity prior to December 2024 as this interest expense relates to the
intercompany debt from Bluegrass Water’s parent company. Please also see Response to PSC No.
4-1 and PSC No. 4-56. The amount recorded in 2024 is for the month of December only, whereas

the forecasted test years include an entire year of interest expense.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting

Response to PSC 4-43
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-44: Refer to Amended Exhibit 9 (Financial Workbook-Errata), tab

Income Statement Detail WW. Explain the Pro Forma Adjustment of ($228,492) for the test
year in Account No. 521.000. Provide the response in Excel spreadsheet format with all

formulas, rows, and columns unprotected and fully accessible.

RESPONSE: The adjustment of $228,492 reflects the reversal of a revenue accrual
amount that was included in the base period. This reversal would be a debit to the Account 521000
and a credit to Account 173200 (Sewer — Accrued Utility Revenues) on the “Balance Sheet Detail”

tab found in Amended Exhibit 9.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC 4-44
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-45: Refer to Amended Exhibit 9 (Financial Workbook-Errata), tab

Income Statement Detail. Explain the methodology that Bluegrass Water utilizes to forecast
its Test Year Operating Expenses in general and in detail for the following:

a. Account 922.000 and 922.001

b. Account 923.400 Account 924.400

c. Account 615.000 and 715.000 - Purchased Power

d. Contract Operations (Water and Wastewater)

RESPONSE: As explained in the direct testimony of Caitlin O'Reilly on page 8, the
growth in these and other maintenance and administrative costs are tied primarily to the rate of
inflation for the economy in general. Accordingly, the Company utilized only the Personal
Consumption Expenditures (“PCE”) Price Index to project costs that are predominantly influenced
by overall economic inflation, for all expenses except contract operations. For contract operations,
the company forecasted costs based on the price escalators included within the applicable

contracts.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting

Response to PSC 4-45
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-46: Provide the amount of expenses allocated to Bluegrass Water

for business development and explain how this amount was determined.

RESPONSE: Business development expenses are not allocated to Bluegrass Water and
are not included in the calculation of revenue requirement in this proceeding. Business
development costs are excluded from the pool of costs subject to overhead allocation. As part of
the allocation methodology, the Company removes all business development-related expenses,
including compensation of employees dedicated to business development and related support

costs, prior to allocating any corporate overhead to Bluegrass Water.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting

Response to PSC 4-46
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-47: Refer to the Application, Amended Exhibit 9 (Financial

Workbook-Errata), Summary of the Income Statement (IS). The total general and
administrative (G&A) is forecasted at $1,081,008 for the Test Year. Explain what percentage

of this expense is dedicated to the managerial oversight provided by CSWR affiliates.

RESPONSE: Managerial oversight provided by CSWR is reflected in employee-related
expenses based on the Company’s standard cost allocation methodology. Specifically, as reflected
in the Cost Allocation Manual, where employee time is recorded through timesheets, costs are
directly assigned accordingly. Therefore, to the extent managerial personnel record time directly
attributable to services performed for Bluegrass Water, those costs are assigned directly to
Bluegrass Water. For time that is recorded as “all companies” or for corporate-level activities,
those costs are allocated using the Company’s overhead allocation methodology in accordance
with the Cost Allocation Manual.

Employees at the director level and above do not record time through timesheets. The costs
associated with these positions, which primarily reflect managerial oversight and executive-level
functions, are classified as indirect costs and the entirety of these costs are allocated through the
overhead allocation process. Instead, such costs are embedded within indirect employee expenses
and allocated across operating companies in accordance with the Company’s established allocation

methodology. Please also see the Response to PSC No. 2-48.

Response to PSC 4-47
Page 1 of 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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting

Response to PSC 4-47
Page 2 of 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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-48: Refer to Application, Amended Exhibit 9 (Financial

Workbook-Errata), Cash Working Capital (CWC) calculation.
a. Explain why Bluegrass Water should use 45 days for the Lead-Lag factor.
b. Address the degree of precision of the 1/8 method in comparison to a lead-

lag study.

RESPONSE: Please see the Response to PSC No. 2-44.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC 4-48
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-49: Refer to the Direct Testimony of Emily Harlow (Harlow Direct

Testimony), Exhibit EMH-1. Provide a detailed explanation for the decline in residential

sewer customer counts for the years 2023, and 2025.

RESPONSE: The customer count was derived by dividing total monthly revenue by the
customer rate. For 2022 and 2023, the calculation incorrectly used the consolidated rate of $77.77.
The correct prior year rate of $85.97 should have been applied for all months prior to December
31, 2023. This error inadvertently resulted in an artificial decrease in customer counts in prior

years. Please also see Response to PSC No. 4-8 for information related to current customer counts.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting

Response to PSC 4-49
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-50: Refer to the Harlow Direct Testimony, page 9, lines 6-10. State

if there were any outliers in the 2022-2024 data that required normalization, or if it is a

straight mathematical average.

RESPONSE: The normalization applied in the forecasted years is a simple mathematical

average, and no outliers were removed from the calculation.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting

Response to PSC 4-50
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-51: Refer to the Silas Direct Testimony, page 27. Provide and

explain the cost justification study for the proposed $83.50 inspection fee in Excel

spreadsheet format with all formulas, rows, and columns unprotected and fully accessible.

RESPONSE: Please see the Company's response to PSC No. 4-9.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC 4-51
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-52: Refer to the Direct Testimony of Matthew Howard (Howard

Direct Testimony). Explain whether the amendments made to Bluegrass Water's application
produced a material change to Bluegrass Water's ROE analysis. If the amendments made a
material change to Bluegrass Water's ROE analysis, provide all exhibits and work papers in
Excel spreadsheet format with all formulas, rows, and columns fully accessible and

unprotected.

RESPONSE: An updated ROE analysis was not performed.

Witness: Matt Howard, Director at ScottMadden, Inc.

Response to PSC 4-52
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-53: Provide a list of Bluegrass Water's regulated affiliates.

a. State where each regulated affiliate is located.

b. Explain whether size adjustments were made by the state regulatory
authority in authorizing the affiliate's rate of return.

c. If size adjustments were made, explain what size adjustment was used in the

rate of return calculation approved by the state regulatory authority.

RESPONSE:

a. Bluegrass Water’s 10 regulated affiliates are as follows:

Confluence Rivers — Missouri
. Limestone Water — Tennessee
J Magnolia Water — Louisiana
. CSWR-Texas — Texas

. Great River — Mississippi

J Red Bird - North Carolina

. CSWR-SC - South Carolina

. Cactus State — Arizona

. CSWR-Florida - Florida

Please note: Arkansas operations are not regulated.

Response to PSC 4-53
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ELECTRONIC APPLICATION OF BLUEGRASS WATER UTILITY OPERATING
COMPANY, LLC FOR AN ADJUSTMENT OF WATER AND SEWAGE RATES
CASE NO. 2025-00354

BLUEGRASS WATER UTILITY OPERATING COMPANY, LLC’S RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

b. Risk adjustments for CSWR affiliates contemplate several possible sources including
business risk, due to the Company buying distressed systems, as well as size adjustments. Size
adjustments can focus on several things including the Company's number of customers or the fact
that the Company is not publicly traded and must look for private placement for equity
infusion. The Company has had several Commissions make adjustments to account for risk. That
said, none of the Commission's broke down the risk adjustment to specifically a "size" adjustment
as opposed to a broader "risk" adjustment.

For instance, in its recent Tennessee rate case, the Commission held: "[S]Jome adjustment
of equity return is warranted under the facts and circumstances of this docket. Without an
adjustment, the Company’s return on equity would be the same 9.7% recently awarded to
Tennessee-American Water Company. It is unsurprising that the numbers would be similar, before
risk adjustment, as the equity return for both companies stemmed from an analysis of a proxy
group of water utility companies. Limestone, a company assembled from several aged,
geographically disbursed utility systems, is riskier than Tennessee-American Water Company. As
such, the Commission adopted a 0.3% risk adjustment to Limestone’s ROE, representing 20% of
the premium sought by the Company, resulting in a 10% equity return. The panel acknowledged
that this risk adjustment is conservative. Yet it also balances the need for the service to be
affordable, a concern expressed by the Consumer Advocate and many of Limestone’s customers."

Case No. 24-00044, issued July 10, 2025, at page 102.

Response to PSC No. 4-53
Page 2 of 4



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

In a recent Missouri rate case, the Commission utilized the high-end of the
recommendation of the Office of the Public Counsel. That recommendation included "a 65 basis
point upward adjustment to its recommended ROE of 9.00% for an adjusted ROE of 9.65% to
recognize that Confluence Rivers acquired systems relying on bank financing rather than direct
access to debt capital markets, as well as some uncertainty related to future financial performance
of the acquired systems." Case No. WR-2023-0006, issued October 25, 2023, at page 59.

Finally, while the Kentucky Commission explicitly rejected a "size adjustment”, it did
award a higher return on equity to recognize the Company's "unique risk". "Even though the use
of a size adjustment is rejected in this case, the Commission takes note of several factors in
determining an appropriate ROE for Bluegrass Water, including the risk from acquisition of
troubled water and wastewater systems. After consideration of the evidence, the Commission
finds that an ROE of 10.10 percent for Bluegrass Water’s base rates is fair, just and reasonable for
ratemaking purposes in this matter. The Commission notes that this approved ROE recognizes the
unique risk associated with Bluegrass Water’s business model, as it is higher than recent
Commission awards, but is also reflective of the current economic environment." Case No. 2022-
00432, issued February 14, 2024, at page 91.

The Commission made a similar risk acknowledgement in the Company's previous rate
case. "The Commission agrees that there is additional risk associated with Bluegrass Water, not
necessarily because of its size but due to the fact that the utility has acquired small, failing systems
that require capital improvements for both regulatory purposes and daily operations." Case No.

2020-00290, issued August 2, 2021, at page 108.

Response to PSC No. 4-53
Page 3 of 4



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

c. Please see the response provided in part b of this request.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC No. 4-53
Page 4 of 4



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-54: Provide a simple comparative analysis of similar wastewater

utilities rates in Kentucky.
a. Provide the analysis in Excel spreadsheet format with all formulas, rows,
and columns unprotected and fully accessible.
b. Explain how Bluegrass Water's proposed rates compare.
c. Explain whether the other wastewater utilities have a standalone fixed

charge or if a volumetric charge is integrated into the rate structures.

RESPONSE: Bluegrass Water has not completed an analysis of wastewater utility rates.
The distressed systems acquired by Bluegrass Water had significant long-term compliance and
operational issues at the time of acquisition. Since then, the Company has made significant capital
investments to bring these systems into regulatory compliance. The Company is not aware of other
wastewater systems that have addressed the degree of chronic compliance issues comparable to
those addressed by Bluegrass Water. The Company's proposed rate increases reflect the increased
capital and operating costs required to restore and to maintain system compliance.

Moreover, it is well established that owners of distressed water / wastewater systems
typically fail to seek timely rate increases. As a result, rates for other distressed water and
wastewater systems have likely not changed for years / decades.

Finally, the Company is unaware of any other wastewater utilities in Kentucky that reflect

a similar number of systems or the geographic dispersion of the Bluegrass Water systems. As

Response to PSC 4-54
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ELECTRONIC APPLICATION OF BLUEGRASS WATER UTILITY OPERATING
COMPANY, LLC FOR AN ADJUSTMENT OF WATER AND SEWAGE RATES
CASE NO. 2025-00354

BLUEGRASS WATER UTILITY OPERATING COMPANY, LLC’S RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

such, the Company does not believe that there are other "similar" wastewater utilities upon which

to make a "comparative analysis" of rates.

Witness: Aaron Silas, Assistant Vice President, Customer Experience & Regulatory

Operations

Response to PSC No. 4-54
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ELECTRONIC APPLICATION OF BLUEGRASS WATER UTILITY OPERATING
COMPANY, LLC FOR AN ADJUSTMENT OF WATER AND SEWAGE RATES
CASE NO. 2025-00354

BLUEGRASS WATER UTILITY OPERATING COMPANY, LLC’S RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-55: Refer to Bluegrass Water's Excel spreadsheet titled

"Exhibit_9 - Financial Workbook-WITH_LINKS," at the " Capital Structure' Tab at Cell
F17. Provide the basis for the 6.70 percent cost percentage for Bluegrass Water's Long-Term

Debt in the forecasted test period.

RESPONSE: 6.7% is the interest percentage charge by the long-term debt lender, CoBank.

Given the terms of the loan documentation, the Company does not expect interest percentage

charged by CoBank to change in the forecast period.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC 4-55
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-56: Refer to Bluegrass Water's Excel spreadsheet titled

"Exhibit_9 - Financial Workbook-WITH_LINKS," at the " Capital Structure' Tab at Cell
F16.
a. Provide the basis for the 8.50 percent cost percentage for Bluegrass Water's
""Payable to Associated Companies" in the forecasted test period.
b. Provide the amount of expenses allocated to Bluegrass Water for business

development and explain how this amount was determined.

RESPONSE:

a. The 8.50% cost percentage assigned to Payable to Associated Companies is based
on the interest rate associated with CSWR, LLC’s external debt facility. That rate reflects the
market cost of borrowing obtained through a competitive bid process among third-party lenders.
Because the payable balances represent funding provided by CSWR, LLC to the operating utility,
the associated cost is aligned with the parent’s actual cost of debt rather than a hypothetical rate.

b. Please see the Response to PSC No. 4-46; business development expenses are not

allocated to Bluegrass Water.

Witness: Caitlin O'Reilly, Director of Regulatory & Plant Accounting

Response to PSC 4-56
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-57: Refer to the Howard Direct Testimony at 12. For each utility

included in the Utility Proxy Group, provide the Value Line Investment Survey company

profile sheets from April 3, or later if available at the time of the response.

RESPONSE: Please see "Exhibit PSC 4-57 - VLIS Profile Sheets."

Witness: Matt Howard, Director at ScottMadden, Inc.

Response to PSC 4-57

Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-58: Refer to Case No. 2026-00105.

a. Explain how Bluegrass Water plans to treat the unpaid bills from this
customer.

b. State how many other customers have an unpaid bill that is older than six
months, and for each customer state the corresponding arrearages as well as

total months in arrears.

RESPONSE:

a. Bluegrass Water has continued collection efforts related to RKP Hospitality
(Quality Inn), including multiple phone contacts, disconnection notices, and service disruption.
As of June 2026, service has been disconnected, and the past-due balance remains outstanding.
The Company has offered payment plans which RKP Hospitality has not yet accepted.

b. Please see "Exhibit PSC 4-58(b) - Unpaid Bills."

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC 4-58
Page 1 of 1



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 RESPONSES TO THE
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION

REQUEST NO. 4-59: Provide the written policy that explains how Bluegrass Water

treats bad debt. If no written policy exists, explain the standard Bluegrass Water uses to

evaluate how and when bad debt should be written off.

RESPONSE: While no formal policy for the treatment of bad debt exists, the Company
uses an allowance methodology to record bad debt expense. This methodology records a small
expense, currently 1% of each month’s revenue, into an allowance for doubtful accounts. Direct
write-offs occur annually and reduce the allowance by a net amount. The Company does not write
a balance off until the collection agency has attempted to collect the debt for a reasonable period

of time.

Witness: Brent Thies, Senior Vice President, Accounting & Finance

Response to PSC 4-59
Page 1 of 1



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 RESPONSES TO
COMMISSION STAFF’S FOURTH REQUESTS FOR INFORMATION

VERIFICATION

I, Brent Thies, verify, state, and affirm that the information request responses filed with this
verification for which I am listed as a witness are true and accurate to the best of my knowledge,

information, and belief formed after a reasonable inquiry.

gent Thies —
nior Vice President, Accounting & Finance

Bluegrass Water Utility Operating Company, LLC

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

nd
SUBSCRIBED AND SWORN TO before me by Brent Thies on this the 1 day of
:M}' , 2026,

My commission expires: 09-10- 2087

Pobogine L dolowct i

Notary Public

ROSHAWNE YALLANDINGHAM
Notary Public - Notary Seal
Jefferson County - State of Missouri

Commission Number 23414639

My Commission Expires Apr 10, 2027




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 RESPONSES TO
COMMISSION STAFF’S FOURTH REQUESTS FOR INFORMATION

VERIFICATION

I, Caitlin O’Reilly, verify, state, and affirm that the information request responses filed with this
verification for which I am listed as a witness are true and accurate to the best of my knowledge,
information, and belief formed after a reasonable inquiry.

Caitlin O’Reilly I
Director of Regulatory & Plant Accounting

Bluegrass Water Utility Operating Company, LLC

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

SUBSCRIBED AND SWORN TO before me by Cﬂi{'\h\ 0'?4-‘“:1 on this the i day of

) u\;, , 2026.

My commission expires: O -/~ D7

: Y

Notary Public

HAWNE VALLANDINGHAM
Rh?(?tary Public - Notary Se.al .
Jefferson County - gtate of Missourl

Commisston Number 23414632%27
My Commission Expires Apr 10,

]




ELECTRONIC APPLICATION OF BLUEGRASS WATER UTILITY OPERATING
COMPANY, LL.C FOR AN ADJUSTMENT OF WATER AND SEWAGE RATES,
CASE NO. 2025-00354

BLUEGRASS WATER UTILITY OPERATING COMPANY, LLC’S RESPONSES TO
COMMISSION STAFF’S FOURTH REQUESTS FOR INFORMATION

VERIFICATION

I, Aaron Silas, verify, state, and affirm that the information request responses filed with this
verification for which I am listed as a witness are true and accurate to the best of my knowledge,

information, and belief formed after a reasonableﬁuiry. & ﬁ
A )
L

Aarvh Silas -

Assistant Vice President, Customer Experience &
Regulatory Operations

Bluegrass Water Utility Operating Company, LLC

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

SUBSCRIBED AND SWORN TO before me by Aon Silas  on this the ’2_"'1_ day of
quh} . 2026.

My commission expires: O 10-097

Notary Public

ROSHAWNE VALLANDINGHAM
Notary Public - Notary Se_al .
Jefferson County - State of Missouri

Commission Humber 23414639

My Commission Expiras ApF 10, 2027




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 RESPONSES TO
COMMIISSION STAFF’S FOURTH REQUESTS FOR INFORMATION

VERIFICATION

I, Matthew Howard, verify, state, and affirm that the information request responses filed with this
verification for which I am listed as a witness are true and accurate to the best of my knowledge,

information, and belief formed after a reasonable inquiry.

Matt€ew Howard

Director
ScottMadden, Inc.

COMMONWEALTH OF MASSACHUSETTS
) ss:

COUNTY OF MIDDLESEX )

SUBSCRIBED AND SWORN TO before me by /- HOUD  on this the <nel day of

(Tué/w , 2026.
Mach 22,2025

My commission expires:

““mlmum,,
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