
 
 

 

STATE OF IOWA 1 

BEFORE THE IOWA UTILITIES BOARD 2 

______________________________________________________________________ 3 

 4 
IN RE:      : DOCKET NO. RPU-2009-0004 5 
       : 6 
IOWA-AMERICAN WATER COMPANY  :  7 
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______________________________________________________________________ 9 

SECOND SUPPLEMENTAL DIRECT TESTIMONY OF 10 
SCOTT W. RUNGREN 11 

 12 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 13 

A. My name is Scott W. Rungren.  My business address is 727 Craig Road, St. 14 

Louis, Missouri 63141. 15 

 16 

Q. ARE YOU THE SAME SCOTT W. RUNGREN WHO PROVIDED DIRECT 17 

TESTIMONY IN THIS PROCEEDING? 18 

A. Yes, I am. 19 

 20 

Q. WHAT IS THE PURPOSE OF YOUR SECOND SUPPLEMENTAL DIRECT 21 

TESTIMONY? 22 

A. The purpose of my Second Supplemental Direct Testimony is to update the 23 

Board with respect to IAWC’S planned equity infusion and debt issuance that 24 

were scheduled for May, 2009.  These financings were discussed on pages four, 25 

seven, and eight of my Direct Testimony in this proceeding. 26 

 27 
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Q. IN YOUR DIRECT TESTIMONY FILED ON APRIL 30, 2009, YOU STATED 1 

THAT IAWC HAD A $4 MILLION EQUITY INFUSION IN THE FORM OF 2 

ADDITIONAL PAID-IN CAPITAL SCHEDULED FOR MAY 31, 2009.  HAS 3 

THAT EQUITY INFUSION BEEN COMPLETED? 4 

A. Yes, it has; however, the amount and timing of this equity infusion differ from that 5 

presented in my Direct Testimony.  Specifically, the amount of the equity infusion 6 

from American Water Works was $2 million, and was booked to IAWC’S paid-in 7 

capital account on June 30, 2009.   8 

 9 

Q. YOUR DIRECT TESTIMONY ALSO STATED THAT IAWC EXPECTED TO 10 

COMPLETE A $7 MILLION DEBT ISSUANCE ON MAY 15, 2009.  HAS THAT 11 

DEBT ISSUANCE BEEN COMPLETED? 12 

A. Yes, the debt issuance was executed on May 19, 2009.  However, the amount of 13 

the debt issuance was actually $5 million, which was less than the planned 14 

amount of $7 million presented in my Direct Testimony.  This issuance is in the 15 

form of a promissory note to American Water Capital Corp., with a thirty-year 16 

term and an interest rate of 8.27%. 17 

 18 

Q. WHY WERE THE ACTUAL AMOUNTS OF THE EQUITY INFUSION AND 19 

DEBT ISSUANCE LOWER THAN THE PLANNED AMOUNTS PRESENTED IN 20 

YOUR DIRECT TESTIMONY? 21 

A. The reductions to the planned financings were due to lower actual capital 22 

expenditures than were planned at the time I prepared my direct testimony.  The 23 



 

 – 

reduced capital expenditures resulted in similar reductions to the planned 1 

financings. 2 

   3 

Q. HAVE YOU REVISED YOUR EXHIBIT __ [SWR-1] ATTACHED TO YOUR 4 

DIRECT TESTIMONY TO REFLECT THE CHANGES YOU DISCUSSED 5 

ABOVE? 6 

A. Yes, these changes require revisions to Schedules 1 and 2 of Exhibit __ [SWR-7 

1].  These changes are discussed below. 8 

 9 

Q. PLEASE DISCUSS THE IMPACT OF THESE CHANGES ON IAWC’S CAPITAL 10 

STRUCTURE. 11 

A. As shown on Revised Exhibit __ [SWR-1], Schedule 1, IAWC’s revised capital 12 

structure is as follows: 13 

 14 

Long-term Debt   54.85% 15 

             Common Equity   45.15% 16 

               100.00% 17 

  18 

Q. WHAT IS IAWC’S REVISED COST OF LONG-TERM DEBT? 19 

A. IAWC’s revised pro forma cost of long-term debt is 7.65% for the test year ended 20 

December 31, 2008.  The computation of this cost is shown on Revised Exhibit 21 

__ [SWR-1], Schedule 2. 22 

 23 
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Q. AS A RESULT OF THE REVISIONS DISCUSSED ABOVE, WHAT IS THE 1 

OVERALL WEIGHTED AVERAGE COST OF CAPITAL (WACC) THAT THE 2 

COMPANY IS PROPOSING IN THIS PROCEEDING? 3 

A. IAWC’s revised WACC is 9.71%, as shown on Revised Exhibit __ [SWR -1], 4 

Schedule 1. 5 

 6 

Q. DOES THIS CONCLUDE YOUR SECOND SUPPLEMENTAL DIRECT 7 

TESTIMONY? 8 

A. Yes, it does. 9 
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AFFIDAVIT 
State of Missouri ) 

) ss: 
County of St. Louis ) 
 
 

I, Scott W. Rungren, being first duly sworn, state that the foregoing Supplemental Direct 
Testimony and Workpapers were prepared by me or under my direct supervision and they are 
true and correct to the best of my knowledge, information and belief. 
 
 

/s/ Scott W. Rungren    
        Scott W. Rungren 
 

Subscribed and sworn to before me, this 13thth day of July, 2009. 
 
 

/s/ Rebecca A. Acton    
Notary Public 

[seal] 
State of Missouri 
St. Louis County 
Commission # 08561602 
Commission expires August 25, 2012 
 

 


