
Kentucky-American Water Company
Case No. 2004-00103

Answers of OIfice of Attorney General to
Kentucky-American Water Companyts Request for Information

1. Provide a copy of all documents Scott J. Rubin consulted which address "water budgets."

Answef,.

ln addition to documents provided by KAWC during discovery and documents related to the
AwwaRF study referred to on page 6 of Mr. Rubin's testimony (which Mr. Rubin is not
permitted to disclose), Mr. Rubin conducted a brief literature review to determine if there were
any studies addressing the use of water budgets as KAWC has proposed to use them. He did not
locate any such studies and did not keep any notes of that research. He did locate one paper that
discussed the theoretical possibility of using customer-specific rates (termed 'tailored rates" in
the article) as a method to encourage conservation and enhance water utilities' revenue stability.
fhat paper is very theoretical in nature and did not assist Mr. Rubin in preparing his testimony,
but it was "consulted" byhim. That paper is Teodoro, Manuel P., "Tailored Rates," Joumal
Ameri c an Wat er I4/o rks A s s o ci atio n, 9 4 : | 0 : 5 4 (Oct. 2002).
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Responsible witness: Scott J. Rubin



Kentucky-American Water Company
Case No. 2004-00103

Answers of Office of Attorney General to
Kentucky-American Water Company's Request for Information

2. Identify the individual requesting, the dates requested, and the individual providing the
opinions that the low Income Discount and Economic Development Tariffare unlawful.
If the opinions are in written form provide a copy.

Answer:

Mr. Rubin did not request a legal opinion on this issue and no such opinion was provided.
Rather, counsel for the Office of Attorney General informed Mr. Rubin that this was a legal
matter that would be addressed by counsel in its pleadings.

Responsible witness: Scott J. Rubin
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Kentucky-American {ater Company
Case No. 2004-00103

Answers of Office of Attorney General to
Kentucky-American water company's Request for Information

3. Provide all the documents Scott J. Rubin utilized, generated or consulted in his study with
American Water Works Association to determine how water utilities can assist low-income
customers.

Answer:

The work conducted by Mr. Rubin and his colleagues for the American Water Works
Association has occurred over the course of neady ayear and involved the review and generation
of hundreds, if not thousands, of pages of documents and other data. Thus, the requestis overly
broad and requests information that is not related to the witness's work or testimony in this
proceeding. Moreover, the documents requested would be voluminous and it would be
burdensome and time-consuming to provide all such documents. Furthermore, many of the
documents requested are the work product of the American Water Works Association, are not
the property of Mr. Rubin, are in draft form that cannot be disclosed publicly, and are otherwise
subject to confidentiality protections.

In an attempt to be responsive to the request without breaching those confidentiality
requirements and without providing voluminous dat4 a copy of apresentation summuizing
some of this work and given by Mr. Rubin at the Annual Conference and Exhibition of the
American Water Works Association on June 14,2004,is provided. (File:
AG-KAWC-Attach-3-1.pdD In addition, a copy of the draft list ofreferences to a portion of the
work conducted for the Association is provided. (File: AG_KAWC_Attach_3 -2.doc)

L, }
Responsible witness: Scott J. Rubin
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Kentucky-American Water Company
Case No. 2004-00103

Answers of Office of Attorney General to
Kentucky-American Water Company's Request for Information

4. Provide a copy of the special rates that water utilities have for low-income customers
known to Scott J. Rubin. Other than the AWWA Manual Ml and the study mentioned in
the footrrote on page 13 of the direct testimony of Scott J. Rubin, provide a copy of all
materials consulted by Scott J. Rubin in the formation of his opini,on not to support the
Activation Charge.

Answer:

Mr. Rubin does not have a copy of any "special rates that water utilities have for iow-income
customers." He is aware of those rates from various studies and surveys, as well as
conversations that he has had with utility industry professionals. The studies and surveys that
discuss such rates, in varying degrees of detail, include the following:

o SurveY conducted for American Water Works Association by Rubin, et a1.,2004

o SurveY conducted by Association of Mehopolitan Water Agencies, 2003

r Raftelis Financial Consulting, Raftelis Financial Consulting 2002 Water and Wastewater
Rate Survey,2002.

o U.S. Environmental Protection Agency, Comrnunity Water $ystem Survey 2000: Final
Report, Data, and Data Documentation, cD Release version 2,2002.

o Hasson, David S., Water Utility Options for Low-Income Assistance Programs, Journal
AWWA, 94:4:128-138 (Apr. 2002).

o saunders, Margot, et al., water Affirdability prograns, AwwaM, 199g.

o Beecher, Janice A., Water Affordability and Alternatives to Service Disconnection.
Journal AllWA, Oct. 1994,pp. 6l-72.

Concerning the second part of the question, on the Activation Charge, in addition to the AWWA
Manual Ml and the study referred to on page 13 of Mr. Rubin's testimony, Mr. Rubin consulted
two other studies by the U.S. Census Bureau:

o American Housing Surveyfor the United States: 2001 (issued Oct. 2002),No. Hl50/01,
available at: < http'//www.census.gov/prod/2002pubs/h150-0l.pdf > (586 pages).

o Schachter, Jason, Why People Move: Exploring the March 2000 Current Population
Survey, Current Population Reports (issued May 2001), No. P23-204, available at:
< http://www.census.gov/prod/200 I pub s/p23 -204.pdf > (l 0 pages).

Responsible wifiress: Scott J. Rubin



COMMOI\"WEALTH OF KENTUCKY

BEF'ORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

NOTICE OF ADJUSTMENT OF'THE RATES OF
KENTUCKY.AMERICAII WATER COMPANY
EFFECTM ON AND AT,TER MAy 30,2004

cAsE NO.2004-00103

KENTUCKY.AMERICAII WATER COMPAIYYIS
REOUEST FOR INF'ORMATION TO THE

ATTORNEY GENERALIS WITNESSES

5. Provide a copy of all documents consulted or utilized by Andrea C. Crane

to support her conclusions that:

a. The use of forecasted data allows the recovery of increases in

investment and operating expenses that may not be recoverable if a historical test

period is used,

b. Permitting the inclusion of operating expenses and the deferral of

costs for later collection in a forecasted test period that are intemally

inconsistent, and

c. The significant use of deferrals in states using an historical test

year for ratemaking is unusual.

Response:

It was not Ms. Crane's conclusion that the use of forecasted data

allows the recovery of increases in invesftnent and operating

expenses that may not be recoverable if a historical test period is

used.

)
)
)
)
)

{

( _ ;



COMMONWEALTII OT' KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF':

NOTICE OF ADJUSTMENT OF THE RATES OT'
KENTUCKY-AMERICAN WATER COMPAIIY
EFFBCTM ON AND AF,TER MAY 30,2004

5. (Continued)

)
)
)
)
)

cAsE NO.2004-00103

b. The use of a forward looking test period perrnits a utility to make

numerous adjustrnents to acfual results, effectively severing a link between

an historic twelve month period of actual operating results and the pro

forma projections used to set rates. It is an attempt by the regulatory

commission to permit the company every opportunity to recover

prospective costs. The use of a forward looking test period is unnecessary

if the regulatory commission is going to permit significant cost deferrals

and then to permit such deferrals to be recovered in future rates. There

doesn't seem to be much point in permitting a forward looking test period

if costs are going to be subject to future true-up.



COMMOIVWEALTH Or' KENTUCI(Y

BEF'ORE THE PUBLIC SERVICE COMMISSION

IN TIIE MATTER OX'':

NOTICE OF ADJUSTMENT OF THE RATES OF'
KENTUCI(Y-AMERICAI\I WATER COMPAI\Y
EFF'ECTIVE ON AND AFTER MAY 3O,2OO4

CASE NO.2004-00103

KENTUCKY-AMERICAII WATER COMPAI\TYIS
REOUEST F'OR INF'ORMATION TO TIIE
ATTORNEY GEI\IERAL'S WITNESSES

Ms. Grane's source for her statement that the significant use of deferrals in

states using an historical test year for ratemaking is unusual is based on

the accumulation of over 20 years of utility experience, on her

participation in numerous rate proceedings throughout the country, and on

the well known ratemaking principle prohibiting refioactive ratemaking.

Respondent: Andrea C. Crane

)
)
)
)
)



COMMOIIWEALTII OF KENTUCKY

BEF'ORE TIIE PT]BLIC SERVICE COMMISSION

IN THE MATTER OF':

NOTICE OF ADJUSTMENT OF'TIIE RATES OF
KENTUCKY-AMERICAIY WATER COMPAN'Y
EFFECTM ON AND AF'TER MAY 30,2004

cAsE NO. 2004-00103

KENTUCKY-AMERICAI\ WATER COMPANYIS
REOUEST FOR INFORMATION TO THE

ATTORNEY GENERALIS WITNESSES

6. Provide a copy of all testimony of Andrea C. Crane in water ratemaking cases in

states where American Water Works Company has subsidiaries, including Pennsylvania,

New Jersey, Maryland, New Mexico, Hawaii, and West Virginia.

Response: Copies of five testimonies are being provided, the two most recent water

testimonies filed in New Jersey (Shorelands Water Company and Montague Water and

Sewer Companies); the two most recent water testimonies filed in Pennsylvania (Aqua

Pennsylvania and Pennsylvania-American Water Company), and the most recent water

testimony filed in Hawaii @rinceville Utilities Company, Inc.). There are approximately

two dozen other water testimonies that Ms. Crane has filed in Pennsylvania" New JerseS

and Hawaii. All of Ms. Crane's testimonies are available for review at the offices of The

Columbia Group, Inc. Ms. Crane was not filed any testimonies in water cases in

Maryland, New Mexico, or West Virginia.

)
)
)
)
)

L;
Respondent: Andrea C. Crane



Kentucky-American Water Company
Case No. 2004-00103

Information Request Response to KAWC
Respondent OAG Mtress Dr. J. Randall Woolridge

Set I

KAWC-I-7. Provide a copy of all documents consulted or utilized by Dr. J. Randall
Woolridge to support his conclusion that "the yield on l0-year Treasury bonds has
replaced the yield on 30-year Treasury bonds as the benchmark long-term Treasury rate,"

Resoonse:

The Sheet.Com: Trepsury Bonds
(www.thestreet.com/tschasics/ tscglossary/Treasury_securities.htm l)

The 1O-year note is the U.S. benchmark, meaning that people look to its yield as a proxy
for all U.S. interest rates. Formerly, that honor went to the 30-year bond. But reduCed
issuance of 30-year bonds has given them scarcity value, making them less reliable as an
indicator of how high people think interest rates should be. (3O-year bond sometimes
frades like commodities.)

Recession Telltale
(,www.forbes.com/forbes/2000/1 1 1 3/661 OOBga print.htm t)

That bellowing you hear from the bulls would have you believe that this time it's
different, that the inversion is really a chimera produced by the shortage of long Treasury
bonds. Indeed, the 3O-year yield has fallen 20 basis points since the Fed started its rate-
raising campaign. Moody's, Merrill Lynch and other major Wall Sfreet powers assume
the long bond is going the way of the passenger pigeon and have switched to the l0-year
Treasury as their benchmark

9oldman sachs sees l0 vear note as its govemment debt benchmark
(www. bradvnet.com/bbs/us/1 00004-0.htm l)

2000 Feb, NEw YORK, Feb 9 (Reuters) - with the u.S. Treasury Department buyrng
back benchmark 30-year bonds and cutting back on new issuance of long bonds,
investment bank Goldman Sachs said on Wednesday it would now use the Treasury l0-
year note as its government debt benchmark to gauge appropriate prices and yields on
other tlpes of securities.
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Kentuclry-American Water Company
Case No.2004-00103

Information Request Response to KAWC
Reqpondort OAG Wifiress Dr. J. Randall Woolridge

Set I

KAWC-I-8. Provide a copy of the testimony of Dr. J. Randall Woolridge in all cases
involving water utilities as listed in Appendix A to his testimony.

Response:

The following water company testimonies have been provided as attachments in response
to PSC-I-34.

Pennsylvania-American Water Company (R-0003 8304), Attachment pSC-I-34A2.

Philadelphia Suburban water company (R-000 r 6750), Attachment psc-I-3 4.r 4.

Pennsylvania-American water company (R-000 I 63 3 9), Attachment psc-I-34A5.

In addition, ttrese testimonies are provided as attachments to this data request.

Artesian Water Company (R-00-649), Attachment KAWC-I-2Al.

Philadefuhia Suburban water company (R-00994868), Attachment KAwc-I-2A2.

Pennsylvania-American water company E-0099463 g), Attachment psc-I-34A3.

All other water company testimonies are over five yems old and are not available in
electronic form and are voluminous. They can be reviewed upon request and by
appointnent at the Office ofAttorney General.
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