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I. WITNESS INTRODUCTION 1 

Q1. Please state your name and business address. 2 

A. My name is Gary A. Naumick. My business address is 1025 Laurel Oak 3 

Road, Voorhees, New Jersey 08043. 4 

Q2. By whom are you employed and in what capacity? 5 

A. I am employed by American Water Works Service Company, Inc. 6 

(“Service Company”), a subsidiary of American Water Works Company, 7 

Inc. (“American Water”) and an affiliate of Illinois-American Water 8 

Company (“IAWC” or “Company”), as the Senior Director of American 9 

Water Engineering. 10 

Q3. What are your responsibilities in this position? 11 

A. My duties include directing the engineering function for the Service 12 

Company.  The Engineering department’s responsibilities include 13 

providing engineering services, strategy, standards, governance and 14 

oversight for water and wastewater system master planning; capital 15 

budgeting and capital investment management; asset technical standards; 16 

design and design management; capital project delivery and construction 17 

management; and support to operations, environmental management, and 18 

rates functions. 19 

Q4. Please describe your educational background. 20 

A. I received a Bachelor of Science degree in Civil Engineering from the 21 

Pennsylvania State University in 1977.  I received a Master of Science 22 
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degree in Engineering Management from the New Jersey Institute of 23 

Technology in 2002. 24 

Q5. What has been your business experience? 25 

A. I have been employed by the Service Company since 1986.  From 1986 to 26 

1988, I was a Senior Planning Engineer.  I was promoted to Director of 27 

Planning in 1988, and to the position of Director of Planning & Strategy 28 

and Capital Investment Management in 2003.  I have been in charge of 29 

American Water’s asset planning program since 1988.  I was promoted to 30 

my present position, Senior Director of Engineering for American Water, in 31 

2008.  32 

    During the period from 1977 to 1986, I was employed by the U.S. 33 

Environmental Protection Agency (“USEPA”) as an Environmental 34 

Engineer. 35 

  I am a licensed Professional Engineer in the Commonwealth of 36 

Pennsylvania.  I am an active member of the American Water Works 37 

Association (AWWA), and have served on AWWA’s Conservation 38 

Committee.  Since 2005, I have served as a faculty member for the Institute 39 

of Public Utilities Regulatory Studies Program.  I have presented on the 40 

topic of water consumption trends at national water industry functions 41 

(AWWA Water Utility Management Conference, February 2011; National 42 

Association of Regulatory Utility Commissioners (“NARUC”), Subcommittee 43 

on Accounting and Finance, September 2006; NARUC, Regulatory Policy 44 

Conference, December 2004).  I also co-authored an article entitled 45 
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“Declining Residential Water Use Presents Challenges, Opportunities” 46 

which was published in the May 2011 edition of Opflow, a monthly 47 

publication of the AWWA. 48 

Q6. Have you previously testified before regulatory agencies? 49 

A. Yes, I have provided testimony on behalf of American Water subsidiary 50 

rate filings in Indiana, Iowa, Kentucky, New Jersey, New Mexico, 51 

Pennsylvania and Missouri. 52 

II. PURPOSE OF DIRECT TESTIMONY 53 

Q7. What is the purpose of your testimony in this case? 54 

A. The purpose of my Direct Testimony is to support the findings of IAWC 55 

witness Mr. Kerckhove (IAWC Ex. 5.00) regarding the water usage trend 56 

exhibited by IAWC’s residential and commercial customers.  A significant 57 

and continuing trend of declining water usage by residential and 58 

commercial customers has been experienced by IAWC, and my testimony 59 

discusses the reasons why this decline is occurring. 60 

Q8. Are you sponsoring any exhibits with your Direct Testimony? 61 

A. Yes.  IAWC Exhibit 8.01 notes new Federal Standards governing fixtures 62 

and their impact on water usage.  IAWC Exhibit 8.02 depicts American 63 

Water’s water usage trends. 64 

III. DECLINING CUSTOMER USAGE 65 

Q9. What were the results of Mr. Kerckhove’s analysis? 66 

A. Mr. Kerckhove’s analysis has shown that there is a continuing annual 67 

usage decline across IAWC’s service territories.  Statewide, usage by 68 

IAWC residential customers has shown an annual decline of 2.89 gallons 69 
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per customer per day, or approximately 1.90% per year. Usage by IAWC 70 

commercial customers has shown an annual decline of 8.59 gallons per 71 

customer per day, or approximately 1.08% per year. 72 

Q10. What do you believe is the cause of this decline? 73 

A. This decline can be attributed to several key factors, including but not 74 

limited to: the increasing prevalence of high efficiency plumbing fixtures 75 

and appliances within residential households and commercial 76 

establishments, conservation ethic of the customers, conservation 77 

programs implemented by the utility or other entities, and price elasticity. 78 

Q11. Please explain what you mean by the “increasing prevalence of low 79 

flow plumbing fixtures and appliances.” 80 

A. Plumbing fixtures such as toilets, showerheads, and faucets are more 81 

water efficient today than they were in the past.  Similarly, appliances such 82 

as dishwashers and washing machines are also more water efficient.  So, 83 

put very simply, when a customer replaces an older toilet, washing 84 

machine, or dishwasher, the new unit will use less water than the one it 85 

replaced.  New homes will have water efficient fixtures.  Similarly, if a 86 

customer remodels his or her kitchen, bathroom or laundry room, he or 87 

she will use less water in the future. 88 

Q12. How much water do the new fixtures and appliances save? 89 

A. The Energy Policy and Conservation Act of 1992 mandated the 90 

manufacture of water efficient toilets, showerheads and faucet fixtures. 91 

For example, a toilet manufactured after 1994 uses 1.6 gallons per flush, 92 
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compared to a pre-1994 toilet which uses 3.5 to 7 gallons per flush. In 93 

fact, toilets using 1.28 gallons per flush are now becoming more prevalent 94 

in the marketplace. That is a savings of 2 to nearly 6 gallons for every 95 

flush for every toilet that is replaced with a more efficient model.  The 96 

USEPA has estimated that there are over 220 million toilets in the U.S.1, 97 

and that 10 million new toilets are sold each year for installation in new 98 

homes and businesses, or replacement of aging fixtures in existing homes 99 

and businesses.2 100 

  A recently enacted law will impact indoor water usage further, and 101 

could perpetuate and further accelerate the downward trend. The Energy 102 

Independence & Security Act of 2007 (Public Law 110–140) has 103 

established high efficiency standards for dishwashers and clothes washers. 104 

Dishwashers manufactured after 2009 and clothes washers manufactured 105 

after 2010 must meet water usage requirements that reduce the amount of 106 

water used by these appliances by 54% and 30%, respectively, compared 107 

with older models. Overall, with all other factors being equal, a typical 108 

residential household in a home with new fixtures and appliances would use 109 

35% less water for indoor purposes than a non-retrofitted home built prior to 110 

1994. In addition, recent water efficiency standards on pre-rinse spray 111 

valves will result in significant water savings for restaurants, which are 112 

classified within the commercial customer class.  IAWC Exhibit 8.01 113 

                                            
1 US EPA, WaterSense Tank-Type High-Efficiency Toilet Specification Supporting Statement, 

February 9, 2007.  
2 D&R International, Plumbing Fixtures Market Overview:  Water Savings Potential for Residential 

and Commercial Toilet and Urinals, September 30, 2005. 
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contains more details on the requirements of the laws and the typical 114 

expected impact on residential and commercial water usage. 115 

Q13. Elaborate on the other factors causing the decline in residential and 116 

commercial consumption. 117 

A. Customer awareness and interest in the benefits of conserving water and 118 

energy continue to increase.  As awareness of water and energy efficiency 119 

increases, customers may decide to replace a fixture or appliance even 120 

before it has broken.  Also, customers may further reduce consumption by 121 

changing their water use habits in other various ways.  As discussed 122 

above, IAWC’s residential customers are reducing their base usage on 123 

average by about 2.89 gallons per customer per day.  A 2.89 gallon per 124 

day decrease can be achieved by subtle changes in customer behavior.  125 

For instance, here are some ways a customer can reduce usage by 2.89 126 

gallons per day: 127 

o A shorter shower by about 1 minute; 128 

o Two flushes per day with a newer low-flow toilet fixture vs. an older 129 

toilet; 130 

o Running the dishwasher 5 times per week instead of 7; and 131 

o Turning off the water for about 1 minute while brushing your teeth. 132 

In addition, there is some elasticity to price that contributes to a reduction 133 

in usage as water (and sewer) rates increase. 134 

Q14. Have you studied water consumption trends for other American 135 

Water subsidiaries besides IAWC? 136 
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A. Yes. 137 

Q15. Did your studies use a methodology similar to that used by Mr. 138 

Kerckhove, as explained in his Direct Testimony? 139 

A. Yes, I have conducted analyses using a methodology very similar to that 140 

employed by Mr. Kerckhove.  I have reviewed and endorse Mr. 141 

Kerckhove’s analytical approach.  In particular, through the analysis of 142 

customer usage during winter months, we are able to isolate the 143 

underlying trend in base, indoor customer usage from discretionary, 144 

outdoor usage which is impacted during summer months by random 145 

weather patterns. 146 

Q16. Explain why studying winter consumption helps us see the 147 

underlying trend in customer usage. 148 

A. In a climate such as that experienced in Illinois, outdoor usage by 149 

customers is seasonal.  For instance, for the residential customer class, 150 

outdoor usage during the summer season includes discretionary usage 151 

such as lawn and landscape irrigation, car washing, filling swimming 152 

pools, etc.  These outdoor uses are impacted by short-term summer 153 

weather patterns; for instance, lawn watering decreases during a rainy 154 

period and increases during a dry period.  These weather-related 155 

fluctuations in usage can serve to mask the underlying trend that is 156 

occurring. 157 

  The Outdoor usage is very low during the winter months.  In contrast, 158 

base indoor uses such as toilet flushing, showering, washing clothes, etc., 159 
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continue year round.  Studying customer usage during the months that are 160 

not influenced by weather-related outdoor usage allows us to see the 161 

underlying trend in base usage more clearly.  In this way, we are able to 162 

attain a “weather neutral” view of customer usage trends. 163 

Q17. Are the results of Mr. Kerckhove’s analysis consistent with your 164 

analyses in other states? 165 

A. Yes.  We have studied the consumption patterns for other American Water 166 

state operating systems located in climates similar to Illinois, and it has 167 

become clear that the trend experienced by IAWC is very similar to the 168 

trends being experienced in other states.  The results are shown on IAWC 169 

Exhibit 8.02.  This Exhibit shows that in 12 other states studied, residential 170 

usage per customer is declining in all 12.  The decline ranges from 1.09% 171 

per year to 2.47% per year.  Mr. Kerckhove’s finding of a 1.90% annual 172 

rate of decline for IAWC residential customers is consistent with the range 173 

of results I have seen in other states. 174 

Q18. Is this trend being observed across the industry, beyond IAWC and 175 

other American Water companies? 176 

A. Yes.  According to a 2010 Water Research Foundation (“WRF”)3 report, 177 

“many water utilities across the United States and elsewhere are 178 

experiencing declining water sales among households.”  (WRF Report, p. 179 

                                            
3 The Water Research Foundation (formerly AWWA Research Foundation or AwwaRF) is a 

member-supported, nonprofit organization that sponsors research to enable water utilities, 
public health agencies, and other professionals to provide safe and affordable drinking water 
to consumers. 
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1.)4  The report further states: “A pervasive decline in household 180 

consumption has been determined at the national and regional levels.” 181 

(WRF Report, p. xxviii.) 182 

Q19. Do you expect the declining usage trend to continue in the future? 183 

A. Yes.  It is clear that water efficient fixtures and other drivers such as 184 

conservation education and price elasticity will continue to drive further 185 

efficiency into customer usage.  According to the U.S. Census Bureau’s 186 

2005-2009 American Community Survey, over 80% of existing homes in 187 

Illinois were built prior to 1990.  These homes were constructed with 188 

toilets, washing machines, and dishwashers that are more water-intensive 189 

than newer fixtures and appliances now on the market.  Water usage 190 

declines when a resident changes from an older, less efficient fixture, to a 191 

new, efficient fixture.  This occurs (1) when a resident remodels his or her 192 

existing bathroom, kitchen or laundry, replacing older fixtures and 193 

appliances with new, water-efficient ones; and (2) as new homes that 194 

include water-efficient fixtures and appliances are built.  As discussed, a 195 

new toilet will use 1.6 (or 1.28) gallons per flush, compared to 3.5 to 7.0 196 

gallons per flush for a pre-1994 toilet. 197 

  The regulations mandating water efficient washing machines and 198 

dishwashers are relatively new.  The State of Illinois implemented a three-199 

phase instant rebate program in 2010 to help residents replace older, 200 

inefficient appliances with ENERGY STAR® qualified models. Eligible 201 

                                            
4 Coomes, Paul et al., North America Residential Water Usage Trends Since 1992 – Project 

#4031 (Water Research Foundation, 2010). 
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products include clothes washers and dishwashers.5 Given the life 202 

expectancy of appliances, it is likely that the replacement of existing 203 

appliances, and the corresponding reduction in water used, will continue to 204 

occur over time for the next fifteen years or more. 205 

Q20. In addition to the external factors impacting usage, are there 206 

initiatives IAWC is undertaking that impact the water usage trends 207 

and promote water conservation? 208 

A. IAWC has taken numerous steps to promote customer conservation 209 

activities.  These initiatives include customer education literature; and 210 

information provided at workshops, community events, conferences, and 211 

speaking engagements.  IAWC also provides information on its website 212 

regarding wise water use and conservation and even has information on 213 

how customers can obtain a leak detection kit.  IAWC recently partnered 214 

with the Chicago Metropolitan Agency for Planning to design a bill insert 215 

that asks customers to follow their local water usage and restriction 216 

ordinances. A conservation mailer is sent out to Chicago Metropolitan 217 

customers communicating the summer water conservation measures that 218 

are contained in IAWC’s tariffs and are in effect for communities served 219 

with water from Lake Michigan. 220 

Q21. Are there benefits from reduced water usage by residential and 221 

commercial customers? 222 

                                            
5 http://www.energysavers.gov/financial/rebates/state_IL.cfm 
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A. Yes.  There are environmental and operational benefits from lower water 223 

usage by residential and commercial customers.  Reduced usage helps 224 

maintain source water supplies.  Diversions from supply sources are 225 

lessened, leaving more water for passing flows, environmental benefit, or 226 

drought reserve.  Reductions in power consumption, chemical usage, and 227 

waste disposal not only reduce water utility operating costs but also 228 

provide environmental benefits such as reduced carbon footprint and 229 

waste streams.  Furthermore, reduced water usage by residential and 230 

commercial customers also reduces energy consumption within the 231 

customer’s home or business, for instance, through lower hot water 232 

heating needs.   233 

  Currently, there is an economic disincentive to IAWC to sell less 234 

water in its service territories; however, IAWC would like to work with the 235 

Commission to move beyond historic barriers, to fully unlock the benefits of 236 

resource preservation.  The WRF report recognizes this dilemma.  237 

According to the WRF Report, “pricing that recovers the costs of building, 238 

operating and maintaining the systems is absolutely essential to achieving 239 

sustainability.  Drinking water and wastewater utilities must be able to price 240 

water to reflect the full costs of treatment and delivery.”  (WRF report pp. 241 

74-75.)  IAWC is fully committed to preserving natural resources and to 242 

helping all stakeholders benefit from conservation and efficient water use, 243 

while continuing to provide safe, adequate and reliable service in 244 

accordance with its regulatory obligations. Recognition of the decline in per 245 
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customer usage, and setting appropriate prices accordingly, will support this 246 

goal. 247 

Q22. What is your conclusion about Mr. Kerckhove’s findings regarding 248 

declining consumption by IAWC’s residential and commercial 249 

customers? 250 

A. It is my conclusion that Mr. Kerckhove’s analysis is fundamentally sound, 251 

and that his findings are consistent with the findings of my analyses 252 

conducted for other American Water systems, and with findings being 253 

reported across the water utility industry. 254 

Q23. Does this conclude your direct testimony? 255 

A. Yes, it does. 256 




