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BEFORE THE TENNESSEE REGULATORY AUTHORITY

NASHVILLE, TENNESSEE
IN RE:
PETITION OF TENNESSEE AMERICAN WATER DOCKET NO.
COMPANY TO CHANGE AND INCREASE CERTAIN 06-00290

RATES AND CHARGES SO AS TO PERMIT IT TO

EARN FAIR AND ADEQUATE RATE OF RETURN

ON ITS PROPERTY USED AND USEFUL IN FURNISHING
WATER SERVICE TO ITS CUSTOMERS

R . T g i

THE CITY OF CHATTANOOGA'S SUPPLEMENTAL MEMORANDUNM IN SUPPORT
OF MOTION TO COMPEL

The City of Chattanooga ("Chattanooga"), by and through counsel, submits the following
Supplemental Memorandum in Support of its Motion to Compel.

In the course of argument before the Hearing Officer on Friday, February 9, 2007,
reference was made by the parties to heavily-redacted excerpts from the Supervisory Board
Minutes of RWE Aktiengesellschalft held on September 16, 2005; November 4, 2005;
February 21, 2006; and April 13, 2006. The excerpts illustrate the importance of obtaining full,
unredacted copies of these and other records concerning historical information and plans for the
operating assets of American Water Works Company ("AWWC"), including Tenncssee
American Water Company ("TAWC"). The heavily-redacted RWE Aktiengesellschalft
materials contain admissions concerning issues such as cost of capital, reasonable rate of return,
and compliance with obligations to properly maintain operating assets.

Chattanooga has specifically requested complete, unredacted copies of these documents,
with the intention of introducing them into evidence in this cause for purposes of cross
examining TAWC experts who have made inconsistent assertions and supporting the expert

testimony to be offered on behalf of the ratepayers.
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A copy of the heavily-redacted minutes is attached hereto as Exhibit A. Among the
points made in the minutes are:

o A water utility cannot expect to earn more than a five to six percent (5%-6%) rate of
return, after taxes. E.g., pp. 4, 14.

e Energy utilities, including natural gas utilities, are more risky and their returns are thus
greater than water company returns. E.g., p. 14.

o The operating companies of AWWC have made inadequate investment in maintenance of
their physical assets. E.g., pp. 4, 12, 18.

o The operating companies of AWWC are experiencing high leakage rates. E.g., pp. 4, 18.

e RWE Aktiengesellschalft expects to receive between 20 and 35 times AWWC's net
income for stock sold in the [PO, explaining the AWWC operating companies' push for
rate increases before the IPO proceeds. E.g., p. 7.

e RWE Aktiengesellschalft was concerned about the "level and sustainability” of AWWC's
financial performance. E.g., p. 6. Chattanooga has sought discovery of information on
plans for transfers from TAWC to AWWC through increased dividends and fees.

An examination of the heavily-redacted minutes clearly illustrates the merits of the

Intervenors' motions to compel production of information concerning historical problems,

practices, and performance and concerning plans for the upcoming IPO and beyond.

(continued next page)
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Respectfully submitted,

CITY OF CHATTANOOGA, TENNESSEE
RANDALL L. NELSON, CITY ATTORNEY

BY: ///\A:Af«/ ,Zﬂ/ p—

Michael A. McMahan, BPR #000810
Valerie L. Malueg, BPR #023763
Special Counsel

801 Broad Street, Suite 400
Chattanooga, TN 37402

(423) 757-5338

Harefd L. North, BPR #007022
Frederick L. Hitchcock, BPR #005960
1000 Tallan Building
Two Union Square
Chattanooga, TN 37402
(423) 756-3000

CERTIFICATE OF SERVICE

This is to certify that the undersigned has this day served a true and correct copy of the

foregoing pleading by electronic mail and by depositing same in the United States mail, postage

prepaid, and addressed to the following:

J. Richard Collier, Esq.

General Counsel

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, TN 37243-0505
richard.collier(@state.tn.us

Honorable Sara Kyle

Chairman

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, TN 37243
sharla.dillon(@state.tn.us
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Mr. Jerry Kettles

Chief of Economic Analysis & Policy Division
Tennessee Regulatory Authority

460 James Robertson Parkway

Nashville, TN 37243

jerry.kettles@state.tn.us

R. Dale Grimes, Esq.

J. Davidson French, Esq.

BASS, BERRY & SIMS, PLC
315 Deaderick Street, Suite 2700
Nashville, TN 37238-3001
dgrimes@bassberry.com
dfrench@bassberry.com

Robert E. Cooper, Jr., Attorney General

Vance L. Broemel, Esq.

Stephen R. Butler, Esq.

Office of the Attorney General

Consumer Advocate & Protection Division

P.O. Box 20207

Nashville, TN 37202

emily.knight(@state.tn.us for the Attorney General
vance.broemel(@state.tn.us
stephen.butler(state.tn.us

David C. Higney, Esq.

Catharine Giannasi, Esq.

GRANT, KONVALINKA & HARRISON, P.C.
Ninth Floor, Republic Centre

633 Chestnut Street

Chattanooga, TN 37450-0900
dhigney(@gkhpc.com

Henry M. Walker, Esq.

BOULT, CUMMINGS, CONNERS & BERRY, PLC
1600 Division Street, Suite 700

P.O. Box 340025

Nashville, TN 37203

hwalker@boultcummings.com

This the lL”H‘ay of February, 2007.

K L. HITCHCOC
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