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PUBLIC SERVICE COMMISSION CASE 11-W-0200

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST
LONG ISLAND AMERICAN WATER

Request No.: IR-126 BLB-18
Requested By: Basil Bailey

Date of Request: July 8, 2011
Response Due: July 18, 2011
Witness: Mr. Casillo
Subject: Actuarial Studies.

In response to IR-22, the cost incurred for each year is shown
below:
Actuarial Study Deferral Cost (LIAW Stand Alone Cost)

Year Amount
2006 $5,669
2007 116,406
2008 41,646
2009 25,000
2010 64,613
2011 36,000
Total $289,334

For cost to be considered for deferral the following criteria
must be met: 1. Cost must be incremental to what is In rates.
2. Company cannot be In an overearnings position.
3. Cost must be in excess of 5% of net income (nhet
of tax).

1. Please provide documentation showing that the company met the
conditions each year for deferral cost.

2. The company chooses to recover pension cost based an
allocation from its parent company and the professional fees
associated with the allocation. Therefore please justify why
the company should recover the deferral cost associated with
the stand-alone pension cost considering that the stand-alone
cost is not beilng requested in rates.

3. In response to IR-89 the company stated that a JE is not
created because the i1nvoices when paid are coded to a
deferral account. Based on company’s response the cash
disbursement ledger should show the accounts being debit.

(a)Please provide the pages from the disbursement ledger
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that shows the debit to the deferral account for each
transaction.

(b) Please provide the general ledger pages that show the
posting of the deferral transactions.

Response:
1. Costs are Incremental

The Company had requested recovery of this expense in Case 07-
W-0708 In Rate Case Expense. Please see the responses to IR-
118, IR-232 and IR-247 from that case. But iIn Mr. Leary’s
testimony on page 8, lines 1 through 13 he removes these costs
as they are part of Case 05-W-0339 and recovery of those costs
should be decided in that case. The recovery of these costs
would produce a revenue requirement and therefore were not
formally addressed in Case 05-W-0339 but instead were
discussed between the Company and Staff to defer the costs and
seek recovery in the next rate case proceeding. These
actuarial costs were therefore deferred over the period 2007
through 2011. The first invoice dated in December 2006 was
recorded to a deferred asset account (Account 182000) in 2007
and was not part of the base year 2006 expense iIn Case 07-W-
0508. The subsequent invoices were all recorded to this same
deferred asset account and were not part of the base year 2010
cost in this filing, Case 11-W-0200. See the attachment iIn
response to Question 3 for evidence of how these costs were
recorded to the deferral account.

Company Not in Overearnings Position

The Company has not been in an overearnings position. As shown
in Exhibit 12, Tab 21 of the filing made in Case 07-W-0508,
the Company was not In an overearnings position for the 3
years ending March 31, 2006, 2007 and 2008. As shown iIn
Exhibit 12, Tab 22 of this filing, the Company was not iIn an
overearnings position for the 3 years ending March 31, 2009,
2010 and 2011.

Costs Are Material

For the years 2007 through 2010, $253,334 in actuarial cost
was deferred.

Year Amount Net Income Percent
2007 $118,579 ($473,000) 21%
2008 $45,142 $3,913,000 0.67%
2009 $25,000 $5,008,000 0.30%
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2010 $64,613 $4,652,000 1.19%
Total $253,333

On a net of tax basis, the Company deferred $118,579 in 2007
was in excess of 5% of the 2007 net income. In the years 2008
to 2010, the amount deferred each year did not exceed 5% of
that year’s net income on a net of tax basis. It is not known
if the $36,000 deferred in 2011 will be in excess of the 2011
net income on a net of tax basis.

2. The Company is seeking to recover these costs for the stand-
alone calculations performed by the actuary because these
costs were incurred at the Commission’s direction in the order
issued In Case 05-W-0339. These calculations were necessary
to determine the stand-alone pension and post-retirement
benefits other than pension costs (OPEB) on a stand-alone
basis. The Staff uses the stand-alone calculation In order to
determine the internal reserve and the expense deferral.

Staff has requested this stand-alone information both in this
case and in the Pension and OPEB audit update.

The Company believes this expense should be deferred, as
discussed in part 1 above, in order to receive recovery for
the actual cost of the requested studies. This guarantees
that the rate payers are not over-charged for the recovery of
this expense. The alternative is for the Company to recover a
set amount in base rates which would not be trued-up for the
actual cost and therefore the rate payer may or may not be
over charged in regards to this expense.

The Company is seeking to align future pension & OPEB recovery
with the future funding of the pension and OPEB trusts.
Currently, the covered employees and retirees of the Company
are members of the parent company’s pension and post
retirement benefit plans. There are no longer separate plans
for the Company.

The future pension and OPEB plan funding done by the Company
will be based on the Company’s share of the funding done for
the parent company plans. If the Company were to request rate
recovery based on the stand-alone calculations, i1t would be at
a higher level creating the potential for rate shock. Also,
this higher rate of recovery would have no relation to future
funding and would only serve to increase the internal reserve
credit balance that the Company is accruing interest on.
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3. () & (b) See the attachment for the accounting treatment of
these actuarial costs.
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Company # Document# Unit

00038
00038
00038
00038
00038
00038
00038
00038
00038
00038
00038
00038

Business
41532930 380305
41546017 380305
41572919 380305
41578259 380305
44590231 380305
41784667 380305
88016197 380305
88016336 380305
88016522 380305
88016555 380305
88016716 380305
88018436 380305

182000
182000
182000
182000
182000
182000
241280
241250
241250
241250
241250
241250

DD380002
DD380002
DD380002
DD380002
DD380002
DD380002

7
7
7
7
7
7
7
7
7
7
7
7

Date of

Transaction
GL Act. # Subledger# Period Month Occurance

3 03/06/07
3 03/23/07
4 04/26/07
5 05/02/07
5 05/17/07
12 12/20/07
3 03/06/07
3 03/30/07
4 04/27/07
5 05/02/07
5 05/30/07
12 12/20/07
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Amount Description

$30,577.00 Towers Perrin - REMIT
$51,561.00 Towers Perrin - REMIT
312,314 .00 Towers Perrin - REMIT
$5,669.00 Towers Perrin - REMIT
$2,222.00 Towers Perrin - REMIT
$16,235.96 Towers Perrin - REMIT
($30,577.00) Towers Perrin - REMIT
{$51,561.00} Towers Perrin - REMIT
{$12,314.00} Towers Perrin - REMIT
($5,669.00) Towers Perrin - REMIT
($2,222.00) Towers Perrin - REMIT
{$16,235.96) Towers Perrin - REMIT
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Fuactions  Options Tools
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Comp
any #
00038
00438
00438
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00038
00038

Document

#
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88019283

N O N . G Y
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Period Month Occurance

o0 o oo

1 01/09/08
2 02/22/08
4 04/04/08
1 01/09/08
2 02/22/08
4 04/07/08
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Amount Description
$3,49590 Towers Perrin - REMIT
$40,388.92 Towers Perrin - REMIT
$1,256.71 Towers Perrin - REMIT
($3,495.90) Towers Perrin - REMIT
($40,388.92) Towers Perrin - REMIT
($1,256.71) Towers Perrin - REMIT
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Date of
Business  GL Act. Subledger Fiscal Transaction
Company # Document# Unit # # Period  Month Occurance Amount Description
00038 42266165 380305 182000 DD380011 9 7 07/09/09 $25,000.00 Towers Perrin - REMIT

00038 88022269 380305 241250 9 7 07/09/09 ($25,000.00) Towers Perrin - REMIT
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Business

Company # Document# Unit

00038
00038
00038
00038
00038
00038
00038
00038

42476030
42477808
88023931
42661836
88023623
88023632
88024818
42518224

380305
380305
380305
380305
380305
380305
380305
380305

GL Act. Subledger
#* #

182000 DD380011
182000 DD380011
241250

182000 DD380011
241250

241250

241250

182000

Fiscal
Period

10
10
10
10
10
10
10
10

Exhibit_(JNC-1) Page 28 of 41

Date of
Transaction
Month Occurance Amount Descripticn
4 04/08/10 $25,000.00 Towers Perrin - REMIT
4 04/12/10 $25,000.00 Towers Perrin - REMIT
6 06/03/10 ($10,000.00) Towers Watson PA Inc
11 11/30/10 $4,612.93 Towers Watson PA Inc
4 04/09/10 ($25,000.00) Towers Perrin - REMIT
4 04/12/10 {$25,000.00) Towers Perrin - REMIT
11 11/30/10 {$4,612.93) Towers Watson PA Inc
6 06/03/10 $10,000.00 Towers Watson PA Inc

IR-126 BLB Attachment
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Company #
00038
00038
00038
00038

Document #
42816618
42826546
88025836
88025933

Business

Unit
380305
380305
380305
380305

GL Act. #
182000
182000
241250
241250

Subiedger #
DD380011
DD380011
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Date of
Fiscal Transaction
Period Month Occurance  Amount Description
11 6 06/03/11 $18,000.00 Towers Watson PA inc
11 6 06/17/11 $18,000.00 Towers Watson PA Inc
11 6 06/03/11 ($18,000.00) Towers Watson PA Inc
1 6 06/17/11 ($18,000.00) Towers Watson PA Inc



1

Cptiong

]

From DoteffPeriod  06/08/11

Fomeunt Thiu Drate/Petied  9B/08/31
odings Fupse inf
e Tups Subledger fozsenil i§
1o ok 36, 000, 0
vl End 00, ¥3%.42
fidditional Selections Exist
0T [Document| Date Explanation Debit Credif P

FU[42816613{06/ 05/ 1) [Towers Yatson PR 1

Ledaer Tatsl
Unposted Toral

16,400

16,500.00

] x|

Haslng Eomy &

51

W

g FzasbA

(L]

Exhibit_(JNC-1) Page 38 of 41

IR-126 BLB Attachment
Page 34 of 37



Exhibit_(JNC-1) Page 39 of 41

IR-126 BLB Attachment
Page 35 of 37

Fram DoefiTerod  06/03/11
Thuu DatefPonnd  05/03/11
/P Chack Clesring Lecger Type
oy Subtedge

101,447, 89

36,152 95+

Additional Selections Exist

0 Hbeeument]  Date Explanation Eebit Credit [
PE]SS0ZGAET{O0/05/11 Walente Contractin P
166026086 [06/05/11 {Uslente Contractin P
RIGGO2GE200/05/11 [Vatente Contractin P
G6/03/11 [Valente Contractin #
GB0ZBE3L|06/0%/ 11 Walente Dontractin §7,632.00~{P
FRIBEOZEEIZI06/03/ 1L [Hater for People - 20.00-{F
FIAGHRISISTIOR/03/ 11 |NYS Child Support 1,335.60-{F
PRIBE0ZEE2Q|06/02/1] {Bansker Donstructi 165,931, 45-{P
25E25]06/02/11 {3 Howelli Contract 3,712.50-p
HUBB0ISRIGINB/ DA/ 1 {Toners Hateon PR L 18,000.06-fF
FRIGE0RSESTION/05/11 [Water Varks Supply 2,717 9P
PREBUZSEIGIOE /DS 1L IH2M Labs 1 ETY P
PRIBE02SEIT 0B/ 02/1L FICT Jenes Thenieal P
PISR020FA0|06/03/11 Thatcher - RY £




e Oy

&
ptions Teals  Help

Fiom DetefPenod B6/17/11

gt Thau DadefPesiod  6f/17711
Fate Proceedings Lediger Type ina”
T Subriedger Tosateil 5
26, 000,00
284, 338.42
fdditional Selections Exist
00T Docunenty  Date Explanation Baobit Credit P
PULA2E2E54D 06/ 7/ 11 {Tovers Yatson PRI 16,000.00 3
16,000.06
Ledger Totol 15,000.40

Hrposted Total

Calale F21ePriledy FldsMom

MW

= -_bl

Exhibit_(JNC-1) Page 40 of 41
IR-126 BLB Attachment
Page 36 of 37



From Diote

Pasied {05/17/11

Aound Thiu Date/Penod (66717711
L it
rocd Tyna Suiredges i
entf Enid 101,487 .80
Fenod End 5,132.95-
fideitional Selections Ewist

Qf0T{0ocument] Date Explanation Debit Credit P
CB{BEBETLTY|06/L7/ 2L [PHC AP CHECK RECON 30,095.36 P
: 223 06/17/8L [alley Straan Rese 363,495, 1417
"1 06717431 ENVE Child Support 1,335.680-(F
L 0617711 Hiinghan & Taylor £ B, 3500019
PHRIGSOZSGEE{00/ LT/ L [Cullen ond Dukran- 2,014, 22~
PRIEE02S92TI06/17/11 [Bancher Constructi 90,975, 43-1¢
d 0B/17/11 {Bhackman Plunbing 1,198 20-[#
i RO/LI1L1T Howelld Contract 11,157 .50~ |F
PRIGE02RI2O6/ LI/ 1L {Loyat Dusiness Hag 1,A34.66-|F
(|aaaas 06/L7/11 {Steny Creek Indust 3,615.00-|F
06/1/11 {RET Nechanical Ser 179.28-1P
06/13/11 [Tousrs Watsan PA T 15,000 00~{P
06/17/11 [Pollarduater con 233.13-1P
25538106/ 0711 IH2N Greup 750,00~ |P
stanfs F176Top F1 bW

2

Exhibit_(JNC-1) Page 41 of 41

IR-126 BLB Attachment
Page 37 of 37



REDACTED Exhibit_(JNC-2) Page 1 of 7
Case 07-W-0508
Long Island American Water
Water Rates

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST

Request No.: STAFF — 118 (RAL - 8)
Requested By: Richard Leary

Date of Request: June 12, 2007

Reply Date: June 22, 2007

Subject: Rate Case Expense

Provide any supporting documentation and rationale for the increase in Estimated Rate Case
Expenses for 2007. In addition please provide a schedule that further defines Revenue
Requirement amount of $300,000 and Legal Expense of $450,000.

A. The 2004 rate case charges for legal were roughly $250,000 and did not include hearings
or stipulation. The current rate case estimate forecasts the costs of a fully litigated case
through hearings and stipulation and will be updated with the incurred costs as the case
proceeds.

Please note that $100,000 of the $300,000 revenue requirement is related to the stand

alone requirement for treatment and reporting of Pensions and OPEBs. The remainder of
the costs is related to consultants.

Respondent: David Hunter Date: June 22, 2007
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Case 07-W-0508

Long Island American Water
Water Rates

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST

Request No.: STAFF — 232 (KJH - 65)

Requested By: Kevin Higgins

Date of Request: July 26, 2007

Reply Date: August 6, 2007

Subject: Rate Case Expense — Revenue Requirement

In its response to Staff -118 (RAL -8), the Company indicates that $100,000 of the $300,000 of
revenuc requirement is related to the stand alone requirement and reporting of pensions and
OPEB:s.

1)

2

3)

2

3)

Please indicatc whether the $100,000 is for costs already incurred or projected to be
incurred.

If the cost represents costs already incurred, explain and show when the cost was incurred
and how it was recorded on the Company’s books, In addition, explain why the company
would be entitlcd to cost recovery.

If the cost represents costs projected to be incurred, provided evidence in support of the
Company’s request. Also indicate how much is already in the Historic Test Year expense
for actuarial related work.

These costs have been incurred total $102,343.

The incurred Towers Perrin costs related to restating LIAW’s Pension and OPEBs as a
stand alone company were $82,138 in March, $12,314 in April, and $7,891 in May for a
total of $102,343. The Company believes it is entitled to recover these cost because these
costs were a direct result and requirement of the Pension and OPEBs proceeding which
was part of the order in Case 04-W-0577. The Company has not recovered these costs.
These expenscs were deferred on the Company’s balance sheet for recognition in this rate
proceeding as dctailed below:

GL Date | Period| Year| Document | Amount Vendor uso
03/06/07 3] 2007|Pv41532930 | 30,5677 |Towers Perrin - REMIT 186
03/23/07 3| 2007|PV41546017 | 51,561 |Towers Perrin - REMIT 186
04/26/07 4| 2007|PV41572919 | 12,314 |Towers Perrin - REMIT 186
05/17/07 5] 2007(PV41590231 2,222 |Towers Perrin - REMIT 186
05/02/07 5] 2007{1PV41578259 5,669 |Towers Perrin - REMIT 186

The ongoing costs to show LIAW’s Pension and OPEBs as a stand alone company will
be roughly $25,000 per year and have not yet been incurred by the Company. The
Company has not requested recovery of this ongoing yearly expense in this case. The
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Case 07-W-0508

Long Island American Water
Water Rates

Staff — 232 (Continued)

Company is requesting annual recovery of the $25,000 which will be added to the rate
case expense. Please see the attached document from Towers Perrin. The Company is
proposing option 2 which would provide the same information as was provided in the
audit.

All expenses related to the Audit have been deferred, so there will not be any costs
reflected in the Historical Test Year.
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Case 07-W-0508

Long Island American Water
Water Rates

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY/DOCUMENT REQUEST

Request No.: STAFF — 247 (RAL - 34)
Requested By: Richard Leary

Date of Request: August 8, 2007

Reply Date: August 20, 2007
Subject: Rate Case Expense

Follow up questions to response Staff -186
1. Provide the master contract between Volt Services Group with AWWSC.

2. Provide memos, emails, work orders, assignments, or any/all documentation that
describes the description of work that Mr. Harry Baumgardner has completed for LIWA
since the week ending February 18, 2007.

A. 1. The master contract between Volt Services Group and AWWSC is attached. This
document i1s marked confidential.

2. Mr. Baumgardner works on-site so most tasks were assigned verbally. There are no e-
mails describing Mr. Baumgardner’s scope of work. Only when Mr. Baumgardner’s
work was not assigned verbally, an email simply containing the DR assignment and due
date was sent. Mr. Baumgardner works on rate base analysis, taxes, and data requests as

assigned.

As requested, an update of Rate Case Costs incurred as of August 15, 2007 is

below:

Total Rate Case Costs
Category Incurred As Of August 15, 2007

Legal 70,886
Consultant - Cost of Capital 19,823
Service Company Study 26,550
Revenue Requirement 146,483
Miscellaneous 6,419
Total 270,161

Please note that the above summary does not include the annual charges of

$25,000 related to expressing Penston and OPEBs on a stand alone basis referenced in
response to data request Staff-232. Also, an estimate of $6,750 has been provided by
Read & Laniado, LLP for unbilled charges incurred by LIAW as of August 15, 2007.

Respondent: David C. Hunter Date: August 30, 2007
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