
WHN CONSULTING 
19 Morning Arbor Place 

The Woodlands, TX  77381 
 
 
 
 

March 26, 2007 
 
VIA HAND DELIVERY 
Sara Kyle, Chairman 
Tennessee Regulatory Authority 
460 James Robertson Parkway 
Nashville, Tennessee  37219 
 
 Re: Docket to Determine the Reserve/Escrow Requirement for Aqua Utilities 

Pursuant to TRA Rule 1220-4-12-.07(8)  
  Docket No. 07-00059 
 
Dear Chairman Kyle: 
 
 On behalf of Aqua Utilities, attached are the Company’s responses to the TRA Staff’s 
corrected data request of March 13, 2007.   
 

If you have any questions in regards to these responses, please contact me at 713-298-
1760.  
 
      Sincerely, 
 
 
 
      William H. Novak 
 
 



1. Provide a narrative that includes the age of major plant assets (by account number) 
at December 31, 2006, depreciation rates on those assets, and plant replacements or 
major repairs made during the last five (5) years. 

 
Company Response 
 
Substantially all of the major plant assets for Aqua Utilities were placed in service in 1990.  
The major plant assets, which are also included on the Company’s 2006 TRA Annual Report, 
are presented below.  There have been no major repairs or replacements to utility plant within 
the last five (5) years.   
 
The Company utilizes depreciation rates of 2.50% 
 
Major Plant Assets: 
Account number 2101 – Utility Plant in Service – Wastewater 
 
Original Plant in service - $250,000.00 – acquired 9/1/96, 40 year life 
Replacement pumps in lift station – replaced 1/17/01, $4,650.00, 10 year life 
Replacement, pumps and control panel – lift station, $4,650.00, replaced 7/11/01, 10 year life 
Equipment, acquired 11/30/01, $1,135.01, 10 year life 
Pump replacement on lift station, $4,650.00, 12/28/01, 10 year life 
Repair of lift station pump, $4,650.00, 1/1/2000, 10 year life 
Replaced sewage meter at lagoon, $3,092.67, 6/1/04, 10 year life 
Replaced pumps in lift station, $4,650.00, 9/13/04, 10 year life 
Replaced pumps in lift station, $3,750.00, 6/20/05, 10 year life 
Replaced pumps in lift station, $4,750.00, 8/26/05, 10 year life 
Additional plant in service, $103,822.84, 6/30/97, 40 year life 
Additional plant in service, $51,418.56, 6/30/99, 40 year life 
Additional plant in service, $20,510.33, 6/30/00, 40 year life 
Additional plant in service, $9,281.00, 6/30/01, 40 year life 
Additional plant in service, $4,600.00, 6/30/02, 40 year life 
Additional plant in service, $24,543.40, 6/30/04, 40 year life 
Additional plant in service, $3,175.00, 6/30/01, 40 year life 
Replaced sewer pump in lift station, $3,250.00, 3/15/06, 10 year life 
Replaced wiring and control panel in lift station, $3,650.00, 4/15/06, 10 year life 
Repair of pump at lift station, $2,750.00, 9/8/06, 10 year life 
Software, $347.50, 12/30/03, 3 year life 
Sewer lines, installed at various dates, $17,250.00, 40 year life 
 
Total Utility Plant in Service amount, $530,576.31 
 
 

 
 



2. Provide the following information that would be considered currently pending: 
 

a. Lawsuits or any known financial exposure; 
b. Notices of Noncompliance from any source; 
c. Notices of Violation from any source; 
d. Orders or Moratoriums from any source; and/or 
e. Any other compliance issues related to wastewater service. 

 
Company Response 
 
The Company has no pending issues against it as described above. 

 
 



3. Does the Company currently maintain an escrow account to accumulate funds 
dedicated to plant replacement or non-routine operation and maintenance? If yes: 

 
a. Provide funding source; 
b. Provide an Excel spreadsheet (by email to ronl.graham@state.tn.us or on 

CD) that details monthly deposits and withdrawals since inception through 
December 31, 2006.  For withdrawals, include a brief description of the 
purpose. 

c. Provide a copy of the legal document establishing this escrow account. 
d. Is the account separately recorded on the Company's financial statements? 
e. What is the account number and where on the Company's annual 12/31/06 

report to the TRA is the account disclosed? 
f. For what purposes can funds from this account be used? 
g. Provide internal procedures for deposits and disbursements to this account? 
h. Who is (are) the person(s) responsible for carrying out these procedures? 
i. Who is the person that is authorized to approve disbursements? 
j. How were the escrow rates determined? 
k. Is an adjustment needed in the escrow rates? If so, why and how much? 
 

Company Response 
 
Not applicable.  The Company does not maintain an escrow/reserve account.  

 
 



4. If the Company does not maintain an escrow account to fund plant replacement and 
non-routine operation and maintenance expenses, please explain and justify why an 
escrow is not necessary.  Provide a copy of the latest bank statement showing the 
Company's cash reserves and a financial statement showing the financial viability of 
the Company. 

 
Company Response 
 
At some point, the Company may well be willing to entertain creating an escrow/reserve 
account.  However, the creation of such an account was not addressed by the TRA in Aqua’s 
latest rate case (Docket 06-00187) where new rates became effective on March 1, 2007.   
 
These new rates only marginally increased the existing rates which have been in place for 
over seventeen years.  The customers of Aqua Utilities have been paying the lowest utility 
rates in Hardin County.  Their rates have, in effect, been heavily subsidized by the developer.  
The negative cash flows of the utility have required the developer to fund the plant 
replacement and non-routine operation and maintenance expenses.  With Aqua Utilities 
paying the City of Savannah $2.00 / 1,000 gallons and charging rates under the new rate 
order of $2.89 / 1,000 gallons, the financial condition is not expected to improve. 
 
At this time, the Company is awaiting the TRA’s Order in this case so it can pursue its appeal 
options.  As such, it is the Company’s position that a change in rate structure to include 
escrow/reserve rates would not be appropriate at this time. 
 
Attached is a copy of the Company’s bank statement and financial statements at December 
31, 2006. 

 
 











5. Is Contribution in Aid of Construction (CIAC) amortized at the same rate that 
plant is depreciated? If no, explain and provide CIAC amortization rates by plant 
account. 

 
Company Response 
 
Yes.  The Company’s depreciation rate is identical to its CIAC amortization rate. 
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