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Introduction

Please state your name and business address.
My name is Scott J. Rubin. My business address is 333 Oak Lane, Bloomsburg,

Pennsylvania 17815.

By whom are you employed and in what capacity?
I am an independent consultant and an attorney. My practice is limited to matters

affecting the public utility ind ustry.

What is the purpose of your testimony in this case?

I have been asked by the Office of the Attorney General (AG) to review the Application
filed by Kentucky-American Water Company (KAWC or Company). I also have been
asked to offer an opinion concerning whether the Public Service Commission should
grant KAWC a certificate of convenience and necessity for the proposed project (and, if
so, under what conditions). The proposed project would involve the construction of a
new treatment plant, intake, pipeline, and related facilities that would bring water from
Pool 3 of the Kentucky River to the greater Lexington area for servicing KAWC’s entire

service area. For ease of reference, I will call this the “Pool 3 Project.”

What are your qualifications to provide this testimony in this case?

I have testified as an expert witness before utility commissions or courts in the District of
Columbia and in the states of Arizona, Delaware, Kentucky, Illinois, Maine, Maryland,
New Jersey, New York, Ohio, Pennsylvania, and West Virginia. I also have testified as
an expert witness before two committees of the U.S. House of Representatives and one

committee of the Pennsylvania House of Representatives. In addition, I have served as a
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consultant to the staffs of the Connecticut Department of Public Utility Control and the
Delaware Public Service Commission, as well as several national utility trade
associations, and state and local governments throughout the country. Prior to
establishing my own consulting and law practice, I was employed by the Pennsylvania
Office of Consumer Advocate from 1983 through January 1994 in increasingly
responsible positions. From 1990 until I left state government, I was one of two senior
attorneys in that Office. Among my other responsibilities in that position, I had a major
role in setting its policy positions on water and electric matters. In addition, I was
responsible for supervising the technical staff of that Office. I also testified as an expert

witness for that Office on rate design and cost of service issues.

Throughout my career, I developed substantial expertise in matters relating to the
economic regulation of public utilities. I have published articles, contributed to books,
written speeches, and delivered numerous presentations, on both the national and state
level, relating to regulatory issues. I have attended numerous continuing education
courses involving the utility industry. I also periodically participate as a faculty member
in utility-related educational programs for the Institute for Public Utilities at Michigan
State University, the American Water Works Association, and the Pennsylvania Bar

Institute. Appendix A to this testimony is my curriculum vitae.

Do you have any experience that is particularly relevant to the issues in this case?
Yes, I do. I have worked with the Kentucky AG since 1994 on cases involving KAWC’s
source of supply situation. I testified on behalf of the AG in cases involving the
Company’s source of supply in 1994 (Case No. 93-434), 1997 (Phase II of Case No.

93-434), and 2002 (Case No. 2001-00117). As a result, I am very familiar with the
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history of KAWC’s activities regarding the identification and planned remediation of its
source of supply deficit. These include its earlier investigation of solutions based on
augmenting supplies from the Kentucky River, as well as earlier plans to construct a

finished-water pipeline that would connect to the Louisville Water Company.

Summary

Please summarize your findings and conclusions.
Based on my review of the Application and the documents provided by the Company
during the discovery process, I find that the proposed Pool 3 Project is a reasonable,

least-cost solution to KAWC’s source of supply deficit.

I also find that KAWC undertook reasonable (but by no means extraordinary)
efforts to attempt to develop a regional water supply project that would minimize costs to
its customers and maximize the beneficial use of the Kentucky River’s resources
throughout Central Kentucky. Unfortunately, those efforts have failed to result in a
viable regional project at this time. Given the severity of KAWC’s supply deficit (which
is primarily the result of economic development and population expansion in Central
Kentucky), I do not believe it is reasonable for KAWC to wait any longer to significantly

enhance its supply resources.

1 also find that the water use patterns of KAWC’s customers are fairly typical for
water consumers in climates similar to Central Kentucky. I find that average residential
water consumption within KAWC’s system has declined since 1994. This is consistent
with national trends and appears to be driven largely by more efficient plumbing fixtures

that were mandated by a 1992 federal law, and by demographic trends that have resulted
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in a reduction in the average number of people living in each household. While it should
be possible to further reduce water consumption (particularly outdoor water use) through
aggressive conservation and leak detection programs, it is my opinion that such efforts

would not eliminate KAWC’s source of supply deficit.

I recommend, therefore, that the Commission grant a certificate of convenience

and necessity for the project, with certain conditions.

Please summarize the conditions you recommend.

I recommend three conditions:

e To ensure that the Pool 3 Project is the reasonable least-cost option for
KAWC, the Commission should impose a condition that limits the costs
that KAWC can recover through its retail rates (a “cost cap™). A cost cap
places the burden on KAWC to use contracting, construction, and
procurement practices that minimize the cost of the project. It also
ensures that the Pool 3 Project becomes the least-cost option in fact, and
not just on paper.

e To ensure that the Pool 3 Project can meet Central Kentucky’s needs well
into the future, KAWC should be required to hire a qualified conservation
consultant to develop a conservation program consistent with best
practices in the water industry, including an aggressive program to reduce
non-revenue water. A great deal has been learned about water
conservation since 1994, and it is important for Central Kentucky to take
steps now to improve the efficiency of water consumption in ways that do
not adversely affect the quality of life, economic development, or the
scenic beauty of the region.

e To ensure that Central Kentucky does not face a similar decades-long
water supply deficit in the future, KAWC should be required to file with
the Commission a new supply and demand management plan within six
months of the date on which utilization of the new plant reaches 80% of
capacity for one day (unless such utilization is the result of a temporary
outage at KAWC’s Richmond Road Station, or other short-term
emergency such as a serious fire). For example, if the new plant has a
capacity of 20 million gallons per day (MGD), then KAWC would be
required to file a plan once the plant produces 16 million gallons in one
day.
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The Source of Supply Deficit

KAWC claims that there is a water supply deficit in its service area. Do you agree?
Yes, I do. The demand for water by KAWC’s customers already exceeds the safe yield
of KAWC’s supplies during non-drought conditions, and is nearly twice as high as the
safe yield during drought conditions. According to the Company’s data, KAWC’s
maximum day demand reached 66.4 MGD in 2000 and 67.2 MGD in 2006, compared
with a safe yield of 65 MGD, and a drought-restricted safe yield of between 30 and 35
MGD. Direct testimony of Linda Bridwell, Tables 1 and 2. The Company projects
maximum day demand reaching 71 MGD, or perhaps as much as 75 MGD (depending on

weather conditions), by 2010.

What does this mean?
This means that KAWC’s customers already are demanding more water than KAWC can
reliably produce. Water demands are projected to continue growing as the population

and economy of the region continue to expand, which will only exacerbate the problem.

What has caused the supply deficit?

The supply deficit is primarily the result of population growth and economic expansion in
the greater Lexington area. According to the U.S. Census Bureau, the population in
Fayette County was 204,165 in 1980." By 2005, it had increased by more than 30% to
267,929.2 As Ms. Bridwell shows in Exhibit B to her testimony, the average person in

KAWC’s service area uses approximately the same amount of water today as he or she

''U.S. Census Bureau, Population and Housing Unit Counts, 1990 CPH-2-1, Table 30 (data for 1940-1990).

2 U.S. Census Bureau, Annual Estimates of the Population for Incorporated Places Over 100,000, Ranked by July 1,
2006 Population: April 1, 2000 to July 1, 2006, SUB-EST2006-01.
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did in 1986 (about 80 gallons per person per day). Thus, just through population growth,

KAWC’s average daily consumption has increased by more than 5 MGD since 1980.

Moreover, during this time period, the average household size has been declining
(as I discuss below), which means that the number of KAWC customers has increased by
an even larger percentage than the population in the region Indeed, since 1990, KAWC
has added more than 47,000 residential customers to its system, representing a 70%

increase in its customer base.>

In addition, though, we know that consumption during peak periods (hot, dry
weather) is significantly more than average daily consumption. In its current rate case,
KAWC estimates that residential customers use 1.9 times as much water on a peak day as
they do on an average day. * Thus, in terms of KAWC’s peak-day requirements, I would
expect population growth since 1980 to account for an increase of between 9 and 10
MGD in KAWC’s treatment plant capacity requirements. (Treatment plants typically are

designed to meet peak day requirements.)

Finally, we also know that this dramatic increase in population has not occurred in
a vacuum. The increase in population goes hand-in-hand with an increase in economic
activity - manufacturing, retail, and other types of businesses also have increased
significantly in the greater Lexington area since the mid-1980s. For example, the U.S.
Census Bureau reports that employment in the four major sectors of the economy

(manufacturing, wholesale, retail, and services) increased from 76,911 people to 116,024

* KAWC response to AG First Data Request No. 24, p. 4.
% Case No. 2007-00143, KAWC Exh. 36, p. 13 of 45.
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people in Fayette County between 1992 and 2002.° Without knowing more information
about the types of businesses that were created or expanded, it is not feasible to develop
an accurate projection of increased water consumption from this new economic activity.
But there is no question that new businesses and new jobs also translate into increased
water consumption. Of course, there also has been significant expansion outside of

Fayette County within KAWC’s service area.

What did KAWC do to meet this increased demand for water?

During this time period, KAWC did not increase its ability to provide water during peak
periods. In essence, KAWC served these new customers and new water demands by
eating into the margin of safety that was built into its existing facilities. The effect is
that, as I discussed above, by 2000 KAWC’s maximum daily demand exceeded the safe
yield of its facilities, and was nearly twice as high as its safe yield during drought

conditions.

Are you suggesting that KAWC acted imprudently?

I have very little interest in assessing blame; I am much more interested in correcting
problems and focusing on what can be done in the future to prevent similar occurrences.
Therefore, I have not made a determination of KAWC’s prudence during this time
period. For at least part of this period, KAWC was actively engaged in attempting to
develop long-term solutions for the supply deficit. As Ms. Bridwell discusses in her

testimony, early on there was some dispute about the magnitude of the deficit and about

> U.S. Census Bureau, 1992 Economic Census — Area Profile, Fayette County, K'Y; U.S. Census Bureau, 2002
Economic Census, Summary Statistics by 2002 NAICS — Fayette County, KY.
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whether conservation could make a significant contribution in closing the gap. Until
recently, I would characterize KAWC as lacking a sense of urgency in dealing with this

problem.

What do you conclude about KAWC’s source of supply deficit?
I conclude that the source of supply deficit is real and must be addressed as soon as
possible. Action must be taken to address the current inadequacy of KAWC’s water

supply and treatment facilities.

Regional Solutions

Should KAWC act by itself to resolve its source of supply deficit?

Ultimately, it is KAWC’s responsibility to provide safe and reliable service to customers
within its service area. I am a strong proponent of regional solutions to the provision of
water service, but if a regional solution cannot be developed each water supplier still

must meet its obligations to its customers and service area.

Did KAWC attempt to work with neighboring water suppliers to develop a regional
solution?

Yes, although I did not participate in any of the discussions, it appears from documents
provided in discovery that KAWC worked with water suppliers throughout Central
Kentucky for several years to try to develop a regional water supply and transmission
project. It appears that the other suppliers had difficulty obtaining funding for the
network of water transmission mains and related facilities that would be required to move
water throughout the region. It also appears that, at least so far, none of them have

committed to provide funding for a treatment plant. It appears that a regional solution
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becomes more conplicated because KAWC is an investor-owned company, but the other
suppliers in the region are owned or operated by local governments. Because of the
different ownership structures, there are constraints on the types of joint planning and
funding that can be undertaken. This does not make a regional project impossible, but it

does make it more complicated to plan and implement.

What should the Company do?

Given the magnitude of KAWC’s supply deficit, and the prospects for continued growth
within the region, it is reasonable for KAWC to undertake its own project to augment its
source of supply. KAWC’s service area is at risk for a serious water shortage, and

KAWC has the responsibility to alleviate that risk.

Demand Management and Non-Revenue Water
In your opinion, could demand management eliminate KAWC’s source of supply
deficit?
No, I do not think demand management could eliminate the deficit. As I mentioned
earlier, KAWC’s per capita consumption has been essentially flat for the past 20 years.
Further, because the average number of people in each household continues to decline,
the average consumption for a residential customer continues to decline. For example,

according to the U.S. Census Bureau, in 1980 there were an average of 2.5 people for
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each housing unit in Fayette County. By 2005, that figure had fallen to 2.1 people per

housing unit.’

From the data I have seen, most water utilities have experienced a decline in per
household water consumption during the past 10 or 15 years. This is generally attributed
to the combination of smaller household size and the use of more efficient plumbing
fixtures that were mandated by federal law in the mid-1990s. Certainly, further demand
reductions for KAWC are possible, particularly by reduc ing outdoor water use. But
KAWC faces a deficit of more than 20 MGD under drought conditions. To put that in
perspective, in the Company’s current rate case, it shows average consumption of about
36 MGD. Recall that KAWC’s safe yield during drought cond itions is between 30 and
35 MGD. This means that in order for KAWC to avoid a supply project, a conservation
program would need to not only completely eliminate peak demand (in excess of 30
MGD) but also reduce average demand. I am not aware of any conservation program that

can accomplish that type of result cost effectively.

In other words, I believe that a conservation program could help prolong the life
of a new supply project, including the Pool 3 Project. But I do not believe it is reasonable

to assume that conservation could avoid the need for the project entirely.

 U.S. Census Bureau, Population and Housing Unit Counts, 1990 CPH-2-1; U.S. Census Bureau, Annual Estimate
of Housing Units for Counties in Kentucky: April 1, 2000 to July 1, 2005, HU-EST2005-04-21; U.S. Census
Bureau, Annual Estimates of the Population for Incorporated Places Over 100,000, Ranked by July 1, 2006
Population: April 1, 2000 to July 1, 2006, SUB-EST2006-01.
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Did you analyze conservation options in the earlier source of supply investigations?
Yes, [ did. If [ remember correctly, at that time we concluded that conservation could
delay the construction of a supply augmentation project. We believed that this would
provide time for the Kentucky River Authority to upgrade facilities on the Kentucky
River to augment the supply available to KAWC, and that would obviate the need for
KAWC to construct a pipeline to Louisville (or at least make such construction
uneconomical due to the low level of purchases that would be needed to augment local

supplies).

I continue to be believe that we were correct in our assessment at that time.
Unfortunately, the supply augmentation projects on the Kentucky River have not all been
undertaken and there is now no question that KAWC must build something new in order

to assure its customers of a safe and reliable supply of water.

Does KAWC have a significant problem with water losses, and would controlling
that have an impact on the need for the project?

KAWC does have a significant problem with what is generally characterized as
“non-revenue water” — that is, water that does not make it to a customer’s water meter.
This term is becoming the preferred term in the water industry for what has been known
as “unaccounted- for water.” The latter term will be falling into disuse because the best
practice in the industry is to account for all water through a water auditing process. Some
non-revenue water is for legitimate, unavoidable purposes, such as flushing fire hydrants,
fighting fires, and backwashing filters in a treatment plant. Other causes of non-revenue
water, such as leakage and faulty water meters, are avoidable but can be costly to identify

and fix. Reducing non-revenue water involves economic trade-offs between the cost of
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producing and distributing the water versus the cost of locating and eliminating the

source of water loss.

Whatever term is used, I have serious concerns with KAWC’s existing level of
non-revenue water. The Company shows that in 2006, it had non-revenue water of 10.06
MGD, or more than 3.6 billion gallons per year.” The Company indicates that
approximately 20% of that amount is for “public” use, which would include uses such as
fire fighting, street cleaning, and so on. The remainder, however, is largely lost. When
compared to the Company’s average daily production of 45.19 MGD?, it means that
KAWC is producing about 45 MGD in order to sell about 36 or 37 MGD to its
customers. Stated differently, KAWC has to produce about 120 gallons of water for

every 100 gallons that reaches the customer.

Would eliminating this non-revenue water eliminate the need for the Pool 3 Project?
A. First, it must be understood that non-revenue water cannot be completely eliminated. As
I mentioned, some of it is necessary for system operations. Further, water systems leak
and water meters age. Non-revenue water can never be completely eliminated, but
utilities have been successful in controlling it to levels below 10%. Of course, that comes
at a cost, and the cost of controlling non-revenue water needs to be compared to the costs

that will be avoided.

Second, in my opinion we are past the time when controlling nonrrevenue water

would have an impact on the supply project. Like conservation, controlling non-revenue

7 KAWC response to LFUCG First Data Request No. 5.
® Direct Testimony of Linda Bridwell, Table 1.
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water could have delayed the date by which additional supply is needed. But that time is
past. Even if KAWC’s non-revenue water were zero (which, as I said, is not possible),
the Company still would need about 37 MGD on an average day, and in the range of 70
MGD on a peak day, to serve its customers. The safe yield of the system in a drought is
only 30-35 MGD, and the total safe yield under normal conditions is 65 MGD.
Therefore, even if non-revenue water were completely eliminated, KAWC still would

need to augment its supply.

In addition, of course, Central Kentucky’s economy continues to grow.
Population is projected to increase significantly over the next 20 years. According to the
Kentucky State Data Center, Fayette County’s population is projected to increase by
more than 52,000 people between 2005 and 2025, an increase of about 20%.° At 80
gallons per person per day, population growth alone would be expected to increase

KAWC’s average residential demand by an additional 4 MGD, and peak demand by

almost 8 MGD, by 2025.

I conclude, therefore, that while it is imperative for KAWC to more aggressively
control its non-revenue water, doing so will not eliminate the need for it to augment its

source of supply.

® Kentucky State Data Center, Historical and Projected Populations for State of Kentucky, Area Development
Districts, and Counties, released November 2004 (2005 population of 269,333; 2025 population of 322,194).
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Reasonableness of the Pool 3 Project

Q. You said that KAWC must build something to augment its supply. Based on your
review, is it reasonable for KAWC to build the Pool 3 Project at this time?

A. Yes, it is. Based on my review, it appears that the Pool 3 Project is the only feasible
option available to KAWC at this time. It also appears that the Pool 3 Project would be a
lower cost option for KAWC and its customers than a finished-water pipeline to
Louisville Water Company (LWC) — assuming that such a pipeline could be sited and

built within a reasonable period of time (which is far from certain).

Q. Assuming hypothetically that a pipeline to LWC could be built, how would the cost
of the Pool 3 Project compare to such a pipeline?

A That is difficult to assess with any accuracy because it is unclear exactly where a pipeline
to LWC would be located, and therefore how to evaluate the cost of the pipeline.
Constructing a pipeline is expensive. For example, KAWC projects that its roughly
30-mile pipeline from Pool 3 to its system will cost more than $76 million to plan, site,
and construct.'® Seemingly small deviations in the route of a pipeline can translate into

significant increases in costs.

But assuming that a pipeline from LWC’s system to KAWC’s system could be
constructed, I would expect the cost per mile to be similar to the cost projected by
KAWC for the pipeline from Pool 3 to KAWC’s system. That cost is approximately
$2.5 million per mile. In Case No. 93-434 when such a pipeline was considered, the

length was estimated to be at least 50 miles. If we assume a 50-mile length for the

19 pipeline length from Exh. H to KAWC’s Application; pipeline cost from KAWC answer to AG First Data
Request No. 9, p. 1.
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pipeline and a capital cost of $2.5 million per mile, that results in a capital cost of $125

million, just for the pipeline.

That needs to be compared to the $158 million capital cost of entire the Pool 3
Project (assuming a 20 MGD plant is built initially).!! So the initial savings in capital
costs would be on the order of $33 million. In developing an annual cost estimate, the
capital cost is multiplied by the pre-tax cost of capital, and added to the amount of
depreciation. The pre-tax cost of capital assumed in KAWC’s analysis in AG First Data
Request No. 9 is 10.78%, and the depreciation rate on the pipeline is 1.18%. So the
hypothetical $125 million pipeline to LWC would result in an annual cost to KAWC’s
customers of 11.96% of that amount (10.78% + 1.18%), or $14.95 million. This
compares to the $18.90 million projected capital-related cost of the Pool 3 Project, or a

savings of $3.95 million in the first year.

You would then have to consider differences in annual expenses. KAWC
projects annual operating and maintenance expenses for the Pool 3 project to be $6.02
million. '* But that amount includes depreciation, which already was considered in the
capital cost calculation. Removing that item results in an operating and maintenance
expense estimate for the Pool 3 Project of $3.08 million.!? So the total first-year cost of

the Pool 3 Project would be approximately $21.98 million.

On May 15, 2007, LWC made a presentation to the Frankfort Plant Board where

LWC stated that it would sell water at a wholesale rate of $1.71 per thousand gallons, in

"' KAWC answer to AG First Data Request No. 9, p. 1.
'2 Direct Testimony of Linda Bridwell, Table 3.
13 $6,024,957 less $2,943,666 for depreciation.
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addition to the capital cost of a pipeline to connect the two systems.'*  Assuming a first-
year average level of production of 6 MGD (as assumed by KAWC), the cost for water
purchases would be $3.74 million in the first year.'> So the first-year cost of the LWC

pipeline would be approximately $18.69 million.

That cost appears to be less than the Pool 3 Project. Why do you favor the Pool 3
Project?

There are two reasons. First, it is not at all clear that L WC could either construct the
pipeline or sell water at the price of $1.71 per 1000 gallons. On July 9, 2003, LWC made
a proposal to the Bluegrass Water Supply Consortium in which it proposed selling water
at its variable cost of production (then equal to $0.54 per 1000 gallons) plus a charge for
reserving plant capacity. The estimated annual cost in that proposal would have resulted
in a rate of $2.33 per 1000 gallons.'® If that higher rate is used, the annual cost increases

by $1.4 million, or within $2 million of the Pool 3 Project in the first year.

Second, the LWC pipeline becomes considerably more expensive as KAWC uses
more water. At 10 MGD, LWC would charge at least $6.2 million (assuming $1.71 per
1000 gallons) per year for purchased water, while KAWC’s costs would increase by less

than $1 million for production costs.

Third, and by far the most important, LWC has not made a current proposal to
KAWC. At this point, it is unknown whether a pipeline connecting the two systems

could be sited and constructed in a reasonable period of time. KAWC had tried several

'* KAWC answer to CAWS First Supplemental Data Request No. 3, p. 24.
15°$1.71 per 1000 gallons x 6,000 1000 gallons per day x 365 days per year.
16 KAWC response to Staff First Data Request No. 6.
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years ago to obtain approval to run a pipeline within the interstate highway right-of-way,
and that permission was denied. Thus, it is not clear whether and how such a pipeline
could be built in a cost-effective manner at the present time. Also, as I mentioned, it is
far from clear what LWC would charge in purchased water costs for a firm reservation of

capacity for KAWC, in addition to production costs.

I conclude, therefore, that it is not possible to accurately assess whether the Pool 3
Project is more expensive than the LWC pipeline option. There is a great deal of
uncertainty about the actual cost and feasibility of an LWC pipeline. It appears, however,
that the Pool 3 Project and LWC pipeline are likely to be fairly close in cost in the early
years, with the LWC pipeline becoming more expensive as KAWC needs more water.
Given the need for KAWC to do something immediately, it is my opinion that it is
reasonable for KAWC to undertake the Pool 3 Project, so long as certain conditions are

met.

Conditions and Conclusion

What conditions do you believe are necessary in order for KAWC to be given
permission to undertake the Pool 3 Project?
I recommend that KAWC should have to agree to three conditions before it is given

approval for the Pool 3 Project.

First, as I discussed above, it is not clear that the Pool 3 Project is actually lower
in cost than a pipeline to LWC. I already explained the uncertainties with the LWC
pipeline (both its cost and feasibility). The cost of the Pool 3 Project appears that it could

be more expensive than the LWC pipeline, at least in the early years when the full
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capacity of the projects would not be needed. In order to ensure that the Pool 3 Project
remains a reasonable least-cost option for KAWC, the Company should agree to limit the
amount that it can include in its retail rate base for the capital costs of the project (which
would include a limitation on the amount it can recover in depreciation expense). 1
recommend setting this cost cap equal to KAWC’s current projection for the capital cost
of the project, which is approximately $158 million. A cost cap places the burden on
KAWC to use contracting, construction, and procurement practices that minimize the
cost of the project. Absent a cost cap, neither the Commission nor KAWC’s customers
have any ability to control those costs, and it would be extremely difficult to audit the
Company’s construction and procurement practices after the fact to see if it, in fact, acted
prudently to minimize the costs of the project. Rather than engage in such “Monday
morning quarterbacking,” I think it is reasonable for the Commission to impose a cost
cap prior to construction. The Company then would know what is expected of it and it
would be up to the Company to take whatever actions it can to keep the cost of the
project within its estimate. If KAWC cannot do so, then the Company — not its customers
~ should be responsible for any additional amounts. This condition also ensures that the

Pool 3 Project becomes a reasonable least-cost option in fact, and not just on paper.

What is your second condition?

My second condition is designed to ensure that the Pool 3 Project meets the needs of
Central Kentucky well into the future. I am very concerned about KAWC’s failure to
even attempt to evaluate and implement serious conservation programs, including
programs to control its growing non-revenue water problem. I recommend, therefore,

that KAWC should be required to retain a qualified conservation consultant to develop a
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conservation program consistent with best practices in the water industry, including an
aggressive program to cost-effectively reduce norrrevenue water. A great deal has been
learned about water conservation since 1994, and it is important for Central Kentucky to
take steps now to improve the efficiency of water consumption in ways that do not
adversely affect the quality of life, economic development, or the scenic beauty of the
region. In the last few years, best practices also have changed significantly regarding
non-revenue water, and KAWC should be required to join those industry leaders in cost-
effectively reducing waste on its system. The Pool 3 Project is an expensive undertaking,
and KAWC must ensure that it meets the needs of Central Kentucky for a very long time.
The next supply project after this one is likely to be extremely costly and even more
difficult to site, plan, and implement. I would expect KAWC to file annual reports with
the Commission, the AG, and other interested parties detailing the efforts undertaken and

the results achieved.

What is your final condition?

My third and final condition is designed to ensure that Central Kentucky does not face a
similar decades- long water supply deficit in the future. I recommend, therefore, that
KAWC should be required to file with the Commission a new supply and demand
management plan within six months of the date on which utilization of the new plant
reaches 80% of capacity for one day (unless such utilization is the result of a temporary
outage at KAWC’s Richmond Road Station, or other short-term emergency such as a
serious fire). For example, if the new plant has a capacity of 20 MGD, then KAWC
would be required to file a plan once the plant produces 16 million gallons in one day.

That would help avoid the situation we find ourselves in now, where KAWC has
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effectively used up the margin of safety built into its existing plants in order to serve

average demands, leaving insufficient capacity to serve peak demands.

What do you conclude?
A. I conclude that if the Company agrees to abide by the conditions I recommend, it would

be in the public interest for KAWC to construct and operate the Pool 3 Project.

Does this conclude your direct testimony?

Yes, it does.
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No. 96-106-EL-EFC. 1996. Concerning the costs and procedures associated with the
implementation of the Clean Air Act Amendments of 1990, on behalf of the Ohio Consumers’
Counsel.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of
Cleveland Electric Illuminating Company and Toledo Edison Company and Related Matters,
Public Utilities Commission of Ohio, Case Nos. 96-107-EL-EFC and 96-108-EL-EFC. 1996.
Conceming the costs and procedures associated with the implementation of the Clean Air Act
Amendments of 1990, on behalf of the Ohio Consumers’ Counsel.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of
Ohio Power Company and Columbus Southern Power Company and Related Matters, Public
Utilities Commission of Ohio, Case Nos. 96-101-EL-EFC and 96-102-EL-EFC. 1997. Concerning
the costs and procedures associated with the implementation of the Clean Air Act Amendments of
1990, on behalf of the Ohio Consumers’ Counsel.

An Investigation of the Sources of Supply and Future Demand of Kentucky-American Water Company
(Phase 1I), Kentucky Public Service Commission, Docket No. 93-434. 1997. Concermning supply
and demand planning, on behalf of the Kentucky Office of Attorney General, Public Service
Litigation Branch.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of
Cincinnati Gas and Electric Co. and Related Matters, Public Utilities Comumission of Ohio, Case
No. 96-103-EL-EFC. 1997. Concerning the costs and procedures associated with the
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implementation of the Clean Air Act Amendments of 1990, on behalf of the Ohio Consumers’
Counsel.

Bangor Hydro-Electric Company Petition for Temporary Rate Increase, Maine Public Utilities
Commission, Docket No. 97-201. 1997. Concerning the reasonableness of granting an electric
utility’s request for emergency rate relief, and related issues, on behalf of the Maine Public
Advocate.

Testimony concerning H.B. 1068 Relating to Restructuring of the Natural Gas Utility Industry, Consumer
Affairs Committee, Pennsylvania House of Representatives. 1997. Concerning the provisions of
proposed legislation to restructure the natural gas utility industry in Pennsylvania, on behalf of the
Pennsylvania AFL-CIO Gas Utility Caucus.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of
Cleveland Electric llluminating Company and Toledo Edison Company and Related Matters,
Public Utilities Commission of Ohio, Case Nos. 97-107-EL-EFC and 97-108-EL-EFC. 1997.
Concerning the costs and procedures associated with the implementation of the Clean Air Act
Amendments of 1990, on behalf of the Ohio Consumers’ Counsel.

In the Matter of the Petition of Valley Road Sewerage Company for a Revision in Rates and Charges for
Water Service, New Jersey Board of Public Utilities, Docket No. WR92080846]. 1997,
Concerning the revenue requirements and rate design for a wastewater treatment utility, on behalf
of the New Jersey Division of Ratepayer Advocate.

Bangor Gas Company, L.L.C., Petition for Approval to Furnish Gas Service in the State of Maine, Maine
Public Utilities Commission, Docket No. 97-795. 1998. Concerning the standards and public
policy concerns involved in issuing a certificate of public convenience and necessity for a new
natural gas utility, and related ratemaking issues, on behalf of the Maine Public Advocate.

In the Matter of the Investigation on Motion of the Commission into the Adequacy of the Public Utility
Water Service Provided by Tidewater Utilities, Inc., in Areas in Southern New Castle County,
Delaware, Delaware Public Service Commission, Docket No. 309-97. 1998. Concerning the
standards for the provision of efficient, sufficient, and adequate water service, and the application
of those standards to a water utility, on behalf of the Delaware Division of the Public Advocate.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of
Cincinnati Gas and Electric Co. and Related Matters, Public Utilities Commission of Ohio, Case
No. 97-103-EL-EFC. 1998. Concerning fuel-related transactions with affiliated companies and the
appropriate ratemaking treatment and regulatory safeguards involving such transactions, on behalf
of the Ohio Consumers’ Counsel.

Olde Port Mariner Fleet, Inc. Complaint Regarding Casco Bay Island Transit District’s Tour and Charter
Service, Maine Public Utilities Commission, Docket No. 98-161. 1998. Concerning the standards
and requirements for allocating costs and separating operations between regulated and unregulated
operations of a transportation utility, on behalf of the Maine Public Advocate and Olde Port
Mariner Fleet, Inc.

Central Maine Power Company Investigation of Stranded Costs, Transmission and Distribution Utility
Revenue Requirements, and Rate Design, Maine Public Utilities Commission, Docket No. 97-580.



Curriculum Vitae for Scott J. Rubin Page 12

1998. Concerning the treatment of existing rate discounts when designing rates for a transmission
and distribution electric utility, on behalf of the Maine Public Advocate.

Pa. Public Utility Commission v. Manufacturers Water Company, Pennsylvania Public Utility Commission,
Docket No. R-00984275. 1998. Concerning rate design on behalf of the Manufacturers Water
Industrial Users.

In the Matter of Petition of Pennsgrove Water Supply Company for an Increase in Rates for Water Service,
New Jersey Board of Public Utilities, Docket No. WR98030147. 1998. Concerning the revenue
requirements, level of affiliated charges, and rate design for a water utility, on behalf of the New
Jersey Division of Ratepayer Advocate.

In the Matter of Petition of Seaview Water Company for an Increase in Rates for Water Service, New Jersey
Board of Public Utilities, Docket No. WR98040193. 1999. Concerning the revenue requirements
and rate design for a water utility, on behalf of the New Jersey Division of Ratepayer Advocate.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of
Ohio Power Company and Columbus Southern Power Company and Related Matiters, Public
Utilities Commission of Ohio, Case Nos. 98-101-EL-EFC and 98-102-EL-EFC. 1999. Concerning
the costs and procedures associated with the implementation of the Clean Air Act Amendments of
1990, on behalf of the Ohio Consumers’ Counsel.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of
Dayton Power and Light Company and Related Matters, Public Utilities Commission of Ohio, Case
No. 98-105-EL-EFC. 1999. Concerning the costs and procedures associated with the
implementation of the Clean Air Act Amendments of 1990, on behalf of the Ohio Consumers’
Counsel.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of
Monongahela Power Company and Related Matters, Public Utilities Commission of Ohio, Case
No. 99-106-EL-EFC. 1999. Concerning the costs and procedures associated with the
implementation of the Clean Air Act Amendments of 1990, on behalf of the Ohio Consumers’
Counsel.

County of Suffolk, et al. v. Long Island Lighting Company, et al., U.S. District Court for the Eastern District
of New York, Case No. 87-CV-0646. 2000. Submitted two affidavits concerning the calculation
and collection of court-ordered refunds to utility customers, on behalf of counsel for the plaintiffs.

Northern Utilities, Inc., Petition for Waivers from Chapter 820, Maine Public Utilities Commission, Docket
No. 99-254. 2000. Concerning the standards and requirements for defining and separating a natural
gas utility’s core and non-core business functions, on behalf of the Maine Public Advocate.

Notice of Adjustment of the Rates of Kentucky-American Water Company, Kentucky Public Service
Commission, Case No. 2000-120. 2000. Concerning the appropriate methods for allocating costs
and designing rates, on behalf of the Kentucky Office of Attorney General.

In the Matter of the Petition of Gordon’s Corner Water Company for an Increase in Rates and Charges for
Water Service, New Jersey Board of Public Ultilities, Docket No. WR00050304. 2000. Concerning
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the revenue requirements and rate design for a water utility, on behalf of the New Jersey Division of
Ratepayer Advocate.

Testimony concerning Arsenic in Drinking Water: An Update on the Science, Benefits, and Costs,
Committee on Science, United States House of Representatives. 2001. Concerning the effects on
low-income households and small communities from a more stringent regulation of arsenic in
drinking water.

In the Matter of the Application of The Cincinnati Gas & Electric Company for an Increase in Gas Rates in
its Service Territory, Public Utilities Commission of Ohio, Case No. 01-1228-GA-AIR, et al. 2002.
Concerning the need for and structure of a special rider and alternative form of regulation for an
accelerated main replacement program, on behalf of the Ohio Consumers’ Counsel.

Pennsylvania State Treasurer’s Hearing on Enron and Corporate Governance Issues. 2002. Concerning
Enron’s role in Pennsylvania’s electricity market and related issues, on behalf of the Pennsylvania
AFL-CIO.

An Investigation into the Feasibility and Advisability of Kentucky-American Water Company’s Proposed
Solution to its Water Supply Deficit, Kentucky Public Service Commission, Case No. 2001-00117.
2002. Concerning water supply planning, regulatory oversight, and related issue, on behalf of the
Kentucky Office of Attorney General.

Joint Application of Pennsylvania-American Water Company and Thames Water Aqua Holdings GmbH,
Pennsylvania Public Utility Commission, Docket Nos. A-212285F0096 and A-230073F0004. 2002.
Concerning the risks and benefits associated with the proposed acquisition of a water utility, on
behalf of the Pennsylvania Office of Consumer Advocate.

Application for Approval of the Transfer of Control of Kentucky-American Water Company to RWE AG and
Thames Water Aqua Holdings GmbH, Kentucky Public Service Commission, Case No.
2002-00018. 2002. Concerning the risks and benefits associated with the proposed acquisition of a
water utility, on behalf of the Kentucky Office of Attorney General.

Joint Petition for the Consent and Approval of the Acquisition of the Outstanding Common Stock of
American Water Works Company, Inc., the Parent Company and Controlling Shareholder of West
Virginia-American Water Company, West Virginia Public Service Commission, Case No. 01-1691-
W-PC. 2002. Concerning the risks and benefits associated with the proposed acquisition of a water
utility, on behalf of the Consumer Advocate Division of the West Virginia Public Service
Commission.

Joint Petition of New Jersey-American Water Company, Inc. and Thames Water Aqua Holdings GmbH for
Approval of Change in Control of New Jersey-American Water Company, Inc., New Jersey Board
of Public Utilities, Docket No. WM01120833. 2002. Concerning the risks and benefits associated
with the proposed acquisition of a water utility, on behalf of the New Jersey Division of Ratepayer
Advocate.

Llinois-American Water Company, Proposed General Increase in Water Rates, lllinois Commerce
Commission, Docket No. 02-0690. 2003. Concerning rate design and cost of service issues, on
behalf of the Mllinois Office of the Attorney General.



Curriculum Vitae for Scott J. Rubin Page 14

Pennsylvania Public Utility Commission v. Pennsylvania-American Water Company, Pennsylvania Public
Utility Commission, Docket No. R-00038304. 2003. Concerning rate design and cost of service
issues, on behalf of the Pennsylvania Office of Consumer Advocate.

West Virginia-American Water Company, West Virginia Public Service Commission, Case No. 03-0353-W-
42T. 2003. Concerning affordability, rate design, and cost of service issues, on behalf of the West
Virginia Consumer Advocate Division.

Petition of Seabrook Water Corp. for an Increase in Rates and Charges for Water Service, New Jersey
Board of Public Utilities, Docket No. WR3010054. 2003. Concerning revenue requirements, rate
design, prudence, and regulatory policy, on behalf of the New Jersey Division of Ratepayer
Advocate.

Chesapeake Ranch Water Co. v. Board of Commissioners of Calvert County, U.S. District Court for
Southern District of Maryland, Civil Action No. 8:03-cv-02527-AW. 2004. Submitted expert report
concerning the expected level of rates under various options for serving new commercial
development, on behalf of the plaintiff.

Testimony concerning Lead in Drinking Water, Committee on Government Reform, United States House of
Representatives. 2004. Concerning the trade-offs faced by low-income households when drinking
water costs increase, including an analysis of H.R. 4268.

West Virginia-American Water Company, West Virginia Public Service Commission, Case No. 04-0373-W-
42T. 2004. Concerning affordability and rate comparisons, on behalf of the West Virginia
Consumer Advocate Division.

West Virginia-American Water Company, West Virginia Public Service Commission, Case No. 04-0358-W-
PC. 2004. Concerning costs, benefits, and risks associated with a wholesale water sales contract, on
behalf of the West Virginia Consumer Advocate Division,

Kentucky-American Water Company, Kentucky Public Service Commission, Case No. 2004-00103. 2004.
Concerning rate design and tariff issues, on behalf of the Kentucky Office of Attorney General.

New Landing Utility, Inc., Illinois Commerce Commission, Docket No. 04-0610. 2005. Concerning the
adequacy of service provided by, and standards of performance for, a water and wastewater utility,
on behalf of the Tllinois Office of Attorney General.

People of the State of lllinois v. New Landing Utility, Inc., Circuit Court of the 15" Judicial District, Ogle
County, Illinois, No. 00-CH-97. 2005. Concerning the standards of performance for a water and
wastewater utility, including whether a receiver should be appointed to manage the utility’s
operations, on behalf of the Illinois Office of Attorney General.

Hope Gas, Inc. d/b/a Dominion Hope, West Virginia Public Service Commission, Case No. 05-0304-G-
42T. 2005. Concerning the utility’s relationships with affiliated companies, including an
appropriate level of revenues and expenses associated with services provided to and received from
affiliates, on behalf of the West Virginia Consumer Advocate Division.

Monongahela Power Co. and The Potomac Edison Co., West Virginia Public Service Commission, Case
Nos. 05-0402-E-CN and 05-0750-E-PC. 2005. Concerning review of a plan to finance the
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construction of pollution control facilities and related issues, on behalf of the West Virginia
Consumer Advocate Division.

Joint Application of Duke Energy Corp., et al., for Approval of a Transfer and Acquisition of Control, Case
Kentucky Public Service Commission, No. 2005-00228. 2005. Concerning the risks and benefits
associated with the proposed acquisition of an energy utility, on behalf of the Kentucky Office of
the Attorney General.

Commonwealth Edison Company proposed general revision of rates, restructuring and price unbundling of
bundled service rates, and revision of other terms and conditions of service, lllinois Commerce
Commission, Docket No. 05-0597. 2005. Concerning rate design and cost of service, on behalf of
the Illinois Office of Attorney General.

Pennsylvania Public Utility Commission v. Aqua Pennsylvania, Inc., Pennsylvania Public Utility
Commission, Docket No. R-00051030. 2006. Concerning rate design and cost of service, on behalf
of the Pennsylvania Office of Consumer Advocate.

Central lllinois Light Company d/b/a AmerenCILCO, Central Illinois Public Service Company d/b/a
AmerenCIPS, and Illinois Power Company d/b/a AmerenlP, proposed general increases in rates
for delivery service, llinois Commerce Commission, Docket Nos. 06-0070, et al. 2006.
Concerning rate design and cost of service, on behalf of the Illinois Office of Attorney General.

Grens, et al., v. Illinois-American Water Co., lllinois Commerce Commission, Docket Nos. 5-0681, et al.
2006. Concerning utility billing, metering, meter reading, and customer service practices, on behalf
of the Illinois Office of Attorney General and the Village of Homer Glen, Illinois.

Commonwealth Edison Company Petition for Approval of Tariffs Implementing ComEd’s Proposed
Residential Rate Stabilization Program, lllinois Commerce Commission, Docket No. 06-0411.
2006. Concerning a utility’s proposed purchased power phase-in proposal, in behalf of the Illinois
Office of Attorney General.

lllinois-American Water Company, Application for Approval of its Annual Reconciliation of Purchased
Water and Purchased Sewage Treatment Surcharges Pursuant to 83 Ill. Adm. Code 655, 1llinois
Commerce Commission, Docket No. 06-0196. 2006. Concerning the reconciliation of purchased
water and sewer charges, on behalf of the Illinois Office of Attorney General and the Village of
Homer Glen, Illinois.

Hllinois-American Water Company, et al., lllinois Commerce Commission, Docket No. 06-0336. 2006.
Concerning the risks and benefits associated with the proposed divestiture of a water utility, on
behalf of the llinois Office of Attorney General.

Joint Petition of Kentucky-American Water Company, et al., Kentucky Public Service Commission, Docket
No. 2006-00197. 2006. Concerning the risks and benefits associated with the proposed divestiture
of a water utility, on behalf of the Kentucky Office of Attorney General.

Aqua Illinois, Inc. Proposed Increase in Water Rates for the Kankakee Division, Illinois Commerce
Commission, Docket No. 06-0285. 2006. Concerning various revenue requirement, rate design,
and tariff issues, on behalf of the County of Kankakee,
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Housing Authority for the City of Pottsville v. Schuylkill County Municipal Authority, Court of Common
Pleas of Schuylkill County, Pennsylvania, No. S-789-2000. 2006. Concerning the reasonableness
and uniformity of rates charged by a municipal water authority, on behalf of the Pottsville Housing
Authority.

Application of Pennsylvania-American Water Company for Approval of a Change in Control, Pennsylvania
Public Utility Commission, Docket No. A-212285F0136. 2006. Concerning the risks and benefits
associated with the proposed divestiture of a water utility, on behalf of the Pennsylvania Office of
Consumer Advocate.

Application of Artesian Water Company, Inc., for an Increase in Water Rates, Delaware Public Service
Commission, Docket No. 06-158. 2006. Concerning rate design and cost of service, on behalf of
the Staff of the Delaware Public Service Commission.

Central Illinois Light Company, Central Illinois Public Service Company, and Illinois Power Company:
Petition Requesting Approval of Deferral and Securitization of Power Costs, llinois Commerce
Commission, Docket No. 06-0448. 2006. Concerning a utility’s proposed purchased power phase-
in proposal, on behalf of the Illinois Office of Attorney General.

Petition of Pennsylvania-American Water Company for Approval to Implement a Tariff Supplement
Revising the Distribution System Improvement Charge, Pennsylvania Public Utility Commission,
Docket No. P-00062241. 2007. Concerning whether a utility should be permitted to increase the
amount of its distribution system investment that could be recovered through an automatic
adjustment surcharge, on behalf of the Pennsylvania Office of Consumer Advocate.
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