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TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Michael Miller

Question:

1. Please provide complete copies of any and all documents referred to or relied 

upon in responding to any and all of CMA’s, the City of Chattanooga (the “City”), 

the Tennessee Attorney General’s Consumer Advocate and Protection Division 

(the “CAPD”), the Tennessee Regulatory Authority Staff’s and/or any other 

person or entity’s discovery and data requests in this proceeding.

Response:

The Company objects to this question on the grounds that it is overbroad and 

unduly burdensome.  Subject to and without waiving its objections, TAWC is 

providing the responses to all discovery responses to all parties to this case.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Michael Miller

Question:

2. Please provide complete copies of all data requests issued to the Company in 

this proceeding by other parties, and complete copies of any and all documents 

referred to or relied upon in responding to said (whether ultimately produced in 

response or not).

Response:

The Company objects to this question on the grounds that the requested 

information is overbroad and unduly burdensome.  Subject to and without 

waiving these objections, please see the response to CMA, Question 1.  



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Michael Miller

Question:

3. Please identify all persons known to you, your attorney(s) or other agent(s), who 

have knowledge, information or possess any document(s) or claim to have 

knowledge, information or possess any document(s) which support or contradict 

each or any fact you rely upon to support your petitions, contentions and 

request(s) for relief in this docket, or any published materials by (or for) the 

Company, AWW, AWWC, or RWE, and any Affiliate thereto.

Response:

TAWC objects to this question on the grounds that it is vague, overbroad and 

seeks work product and attorney client privileged information.  Subject to and 

without waiving its objections, the Company responds that the persons with 

relevant knowledge of the issues in this case are those who have provided direct 

testimony filed with the petition.  The Company reserves the right to supplement

this response as discovery as the case progresses.  Please see the response to 

TN-CAPD-01-Part I-Q001.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Michael Miller

Question:

4. Please identify and produce a copy of all articles, journals, books or speeches 

written by or co-written in the past ten (10) years by any expert witness(es) or 

other witness(es) of the Company, whether published or not, relative to any issue 

raised in this proceeding. 

Response:

The Company objects to this request on the grounds that it is vague and to the 

extent in certain instances it may be unduly burdensome.  Subject to and without 

waiving these objections, TAWC provides the following response.  The 

Company’s testimony provides or provides reference to much, if not all, of the 

information requested above.  The Company reserves the right to supplement 

this response if additional responsive materials or references become available 

as the rate case progresses.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Michael Miller

Question:

5. For the period 2002 through 2007, provide copies of RWE, AWW, AWWC and/or 

TAWC’s Annual Report to Shareholders, the annual reports(s) filed with the 

Tennessee Regulatory Authority or provided to members of the TRA or its Staff, 

and all annual and quarterly report documents filed with the Federal Securities 

and Exchange Commission.  To the extent you allege a final annual report does 

not exist, produce the most recent quarterly report(s) and any summary of “year-

to-date” information for the year allegedly not finalized.

To the extent you contend that any such documents relative to the Company do 

not exist, produce such report(s) for any parent or affiliate in which the Company 

is included or reported, and produce any and all workpapers and 

communications to and from said parent or affiliate regarding or related to the 

Company’s financial statements.

Response:

For the unaudited balance sheets and income statements for AWWSC and 

AWCC see the response to TN-COC-01-Q12.  Please refer to the response to 

TN-TRA-01-Q05 for the TAWC and AWW audited financial statements for 2005-

2007.  

The Company objects to the request for information related to AWW and TAWC 

for 2002-2004 on the grounds that it is unduly burdensome and not relevant to 

this proceeding.  The information for 2003/2004 was previously supplied to the 

parties in this case in response to TN-TRA-01-Q05 in case number 06-00290.  

Accordingly, the CMA already possesses such information.  
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DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

The Company objects to the request for TRA reports for 2002-2005 on the 

grounds that it is unduly burdensome and not relevant to this proceeding.  The 

TRA reports for the 2001-2005 periods were provided to the CMA in case 

number 06-00290 in response to TN-CMA-01-Q4.  Accordingly, the CMA 

already possesses such information.  Copies of the 2006 and 2007 TRA reports

are provided on the CD included with these responses labeled as TN-CMA-01-

Q005-attachment 1.pdf and TN-CMA-01-Q0005-attachment 2.pdf.

The Company objects to the request for the production of the RWE Annual 

Reports on the grounds that the request is unduly burdensome, and seeks 

information that is irrelevant to this proceeding.  Subject to and without waiving 

these objections, the RWE annual reports for 2006 and 2007 are provided on the 

CD included with these responses labeled as TN-CMA-01-Q005-attachment 

3.pdf and TN-CMA-01-Q005-attachment 4.pdf.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: John Watson/Mike Miller/Sheila Miller

Question:

6. Concerning the Company’s proposed capital additions from the November 30, 

2007 test year up to the attrition year ending August 31, 2009, please provide the 

following:

a. A reconciliation of actual to budgeted capital expenditures after the end of 

the test year up to the most current point available.

b. Please provide a copy of the Company’s five-year capital expenditure 

plan, with a complete explanation of all planned capital expenditures after 

year-end 2007.

c. A detailed description of each of the capital expenditure programs through 

the end of August 2009 with an assessment of the certainty that each 

capital expenditure will actually be made.

d. Please explain the adjustment to accumulated depreciation between the 

end of the November 2007 test year up through August 31, 2009.

e. Please provide workpapers showing the adjustment to accumulated 

deferred income taxes from the end of the test year up through August 31, 

2009.

Response:

a. Please see the attached schedules.

b. The Company objects to this request on the grounds that information past 

the end of the attrition year in this case, August 2009, is not relevant to 

this proceeding.  Subject to and without waiving its objection, please see 

the response to TN-TRA-01-Q18. Please see the responses to TN-TRA-

01- Q52 & Q53 for information concerning the additions included from the 

end of the historical test-year through the end of the attrition year.
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DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

c. The Company expects to expend the funds to complete the capital 

additions included in the attrition year.  Please refer to the documents 

attached to the response to TN-COC-01-Q26.  Those schedules indicate 

that TAWC has spent at or above its capital spending budget for the years 

2005-2007.

d.  The depreciation expense was calculated on a monthly basis from the end 

of November 2007 through August 2008 utilizing the current depreciation 

rates and forecasted net additions to August 2008.  The total of the 

depreciation expense for this entire period was credited to accumulated 

depreciation as of August 2008.  The depreciation expense was calculated 

on a monthly basis from September 2008 through August 2009 utilizing 

the depreciation rates proposed by Mr. Spanos and forecasted net 

additions from September 2008 to the end of August 2009. The monthly 

depreciation expense was credited to the accumulated depreciation 

previously calculated through August 2008.  A thirteen month average of 

the accumulated depreciation balances from August 2008 through August 

2009 was calculated which was the accumulated depreciation balance 

used to reduce rate base for the attrition year.  The work papers relating to 

this calculation can be found in the response filed to the TRA’s first data 

request question 13 and labeled as TN-TRA-01-Q013-RATEBASE BACK-

UP Pages 47 through 52 of 52.

e. The workpapers detailing the adjustment to accumulated deferred income 

taxes from the end of the test year through August 31, 2009, can be found 

in response to TRA DR 1 question 13 and labeled as TN-TRA-01-Q013-

INCOME TAXES PAGE 15 to 20.
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TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Sheila Miller

Question:

7. Concerning the Company’s revenue adjustments from the end of the test year 

through the attrition year, please provide the following:

a. On electronic spreadsheet with all formulae intact, provide all workpapers 

showing the development of the normalization in test year numbers.

b. An adjustment to revenues based on changes in number of customers 

between the test year and the end of the attrition year.

c. Provide a five-year historical summary of the change in number of 

customers on each Tennessee-American rate schedule and how that 

information was used in projecting changes in number of customers 

through the end of the attrition year.

d. Identify all subsidiaries of AWW that charge fees to Tennessee-American 

and identify the test year and attrition year cost, and explain how the fee is 

assessed.

Response:

a. See the work papers provided in response to TRA DR 2 Question 2 as 

provided on the enclosed CD in the folder labeled as TRA DR 2.  The 

adjustments are broken out by line number as shown on the revenue 

adjustment recap schedule. These work papers detail all normalized and 

attrition year adjustments.

b. See response to a. Also see the work papers provided in response to 

TRA DR 1 Question 13 labeled as TN-TRA-01-Q013-REVENUES Pages 

75 & 76 of 99.

c. See the attached schedule.  The Company calculated the average change 

in residential and commercial customers over a 21 year period and 

applied that percentage to the December 2007 customer count to arrive at 
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DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

the monthly number of customers to add for growth.  The Company used 

29 per month for residential and 5 per month for commercial.  The overall 

total for commercial customers calculated to 10 per month but it is evident 

that in the last 5 years there have been fluctuations in the change of 

commercial customers per year and there has been a loss of commercial 

customers in two of the last five years.    

The five year summary of the other customer classifications is shown 

below:

Industrial OPA  

2003 139 630

2004 135 627

2005 130 635

2006 129 659

2007 125 670

As you can see the Company has continually lost industrial customers.  

Therefore, growth was not applied to the industrial customer classification.  

d. Please see the response to TN-TRA-01-Q14. 

The fees to TAWC from AWWSC are assessed in accordance with the 

1989 Service Company Agreement.  The charges from AWCC are for the 

actual interest costs on the LT and ST debt obtained by TAWC from 

AWCC.  The charges from AWC related to Carbon Lease Agreements.
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TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Michael Miller

Question:

8. Concerning management fees included in the Company’s test year filing, please 

provide the following:

a. Please identify the total American Water Works Corporation (AWW) and 

all associates’ management fees and the percentage of those fees 

allocated to Tennessee-American in this proceeding.

b. Please identify the methodology for allocating total parent company 

management fees to Tennessee-American.

c. Please show the change in American Water Works total company 

management fees over the last five years.

d. Please show the change in the allocation of total company management 

fees to Tennessee-American over the last five years.

e. Please provide an explanation of how the Company plans to manage its 

management fees and to keep them competitive with alternative non-

affiliate suppliers of comparable services.

f. Please explain the impact on Tennessee operations if the number of 

customers at other American Water Works affiliates are reduced through 

municipalization, loss of load, or other events that might cause a reduction 

in the number customers in the total system, and the relative increase in 

Tennessee-American customers relative to total AWW system.

Response:

a. The total AWWSC management fees (expense only) for the 12 month 

period ending 11/30/2007 were $255,365,754.  The total AWWSC 

management fee allocated to Tennessee-American was $4,789,601.  The 

percentage of fees allocated to Tennessee-American is 1.88%.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

b. The parent company (AWW) does not allocate charges to TAWC. 

c. The Company objects to this request on the grounds that the information 

prior to 2006 is not relevant to this proceeding, and this request is also 

unduly burdensome with respect to 2004 information as such information 

is not readily available for 2004 due to a change in accounting systems 

that occurred for AWWSC beginning in 2005. Subject to and without 

waiving its the objections, the Company provides the following response.

The changes in costs from 2005-07 are as follows: 

Total Expense Change

2007 $229,622,215 2006-2007 ($9,326,566)

2006 $238,948,781 2005-2006 $47,830,058

2005 $191,118,723

Please note that divestiture and Sox implementations impact these 

changes from year to year.  TAWC has eliminated all Divestiture, SOX 

implementation and STEP costs from the historical test-year, and thus the 

attrition year expenses, included in this case

d. The Company renews the objections made to part c. above in regards to 

this subpart of the request.  Subject to and without waiving its objections, 

the Company responds:

The total AWWSC management fees (expense only) for the 12 month 

period ending 12/31/2007 allocated to Tennessee-American:

Allocated to TAWC Change

2007 $4,725,529 2006-2007 $413,001

2006 $4,312,528 2005-2006 $559,911

2005 $3,752,617
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CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
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e. AWW continually evaluates its operations to determine the most cost 

effective structure to meet the needs of its subsidiaries and customers 

regarding new and/or more efficient operations, changing conditions, 

changes in regulation, and customer expectations.  These efforts have 

included movement to a national 24/7 customer service call operation, a 

national shared service center to address transactional accounting and 

accounting uniformity, a national procurement process, Service First 

initiatives, up to date and efficient IT operations, and SOX compliant 

operational and financial reporting.  Information obtained from customers 

including TAWC customers indicates a consistently high ratio of 

satisfaction with the service level provided.  

TAWC has consistently been able to demonstrate that these efforts have 

and will continue to show that AWWSC services provided at cost in 

accordance with the 1989 Service Company Agreement are competitive 

with other alternatives.  The water industry, financial and operational 

expertise obtained by TAWC through AWWSC on a shared basis could 

not be obtained locally or through third party providers in a cost effective 

manner (See the testimony of Pat Baryenbruch in case number 06-00290

and the testimony of Michael Miller (including rebuttal exhibit MAM-15) in 

case number 06-00290).  The competitiveness of the costs from AWWSC 

are further confirmed in the independent management audit provided by 

the firm of Booz Allen in this case.

f. The Company objects to this request on the grounds that it is vague, 

ambiguous, and overly broad. 

Subject to and without waiving its objections, the Company generally 

responds as follows: hypothetically, all other factors being equal, a 
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material reduction in the number of customers at other subsidiaries of 

AWW due to municipalization or other events would, absent any change in 

AWWSC labor, expenses or other overheads, result in decreased 

economies of scale and therefore increased management fee amount to 

TAWC.  However, if a reduction of AWWSC customer base occurred as 

hypothesized, there would also likely be a reduction in labor, overheads 

and expenses at AWWSC if that customer base reduction was material.   

The American Water Works Service Company formulas are based on the 

number of customers and are adjusted each year or when an acquisition 

or loss of a company occurs during the year.  
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CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
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Responsible Witness: Michael J. Vilbert

Question:

9. Please provide complete copies of any and all workpapers supporting or 

contradicting Tennessee-American witness Michael J. Vilbert’s testimony in this 

proceeding.

Response:

All workpapers related to the testimony of Dr. Vilbert were submitted with the 

testimony. A summary list of tables can be found in Table No. MJV-1.
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Responsible Witness: Michael Miller

Question:

10. Please provide copies of all credit reports issued by major credit rating agencies 

on American Water Works, American Water Capital Corporation, and 

Tennessee-American Water Company over the last two years (2006-2008).

Response:

Please see attached files “S&P 2006-08 Reports” and “Moody's 2006 & 2007 

reports.”
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TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Michael Miller/Others

Question:

11. Please provide complete copies of all presentations made to the credit analysts 

and equity analysts by or on behalf of American Water Works, American Water 

Capital Corporation, and Tennessee-American Water Company over the last two 

years.

Response:

The Company objects to this request on the grounds that  it is unduly 

burdensome, seeks information that is not relevant to this proceeding and seeks 

Highly Confidential Information.  The Company objects to the production of this 

highly confidential data without the entry of a protective order that includes 

heightened protections sufficient to protect highly confidential information.

Subject to and without waiving its objections, the Company states that public 

information about AWK can be found at the following web sites: www.sec.gov and 

www.amwater.com (investor relations).  Furthermore, please see the response to 

TN-COC-01-Q002.

www.sec.govand
www.amwater.com
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Responsible Witness: Michael Miller

Question:

12. Concerning the Company’s development of cash working capital included in rate 

base, please provide the following:

a. A description of the purpose of including cash working capital in rate base.

b. Identify all previous Tennessee Regulatory Authority precedent for 

developing cash working capital in the manner proposed by the Company 

in this proceeding.

c. Please describe the purpose of a lead-lag study in estimating an 

appropriate amount of cash working capital for regulated utility operations.

d. Please provide a comparison on [sic.] Tennessee-American’s method for 

estimating an appropriate amount of cash working capital for Tennessee 

operations relative to the methodology used by affiliated AWW water 

utilities in other jurisdictions.

Response:
a. Cash working capital should be included in rate base because there is a 

lag between when the Company incurs expenses and when the Company 

receives the cash from its customers in the form of payment of water bills.  

The lag between the payment of expenses for service rendered and 

receipt of the cash is called cash working capital and included in rate base 

by most regulatory commissions (including the TRA) in order to provide a 

return on the Company’s investment related to the cash lag.  

b. The Company objects to this request on the grounds that is overly broad, 

unduly burdensome and not readily available to the Company.  Subject to 

and without waiving the objection, the Company states that a review of all 

TAWC rate case filings from 1995 to present (the readily available data) 
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indicates this method was utilized by the Company in each of those five 

TAWC rate filings.  In the Company’s judgment that method for 

establishing cash working capital as a rate base element has never been 

an issue.  Please see the Motion of Director Miller in case number 06-

00290, which was approved by the TRA.  That Motion indicates 

recognition of a working cash component of rate base.

c. To determine the amount of cash provided by the Company to pay its 

operating costs until it receives the cash in the form of payment for the 

customer’s water bill related to that service.

d. The Company objects to this request on the grounds that it is overly 

broad and unduly burdensome.  The Company further objects to this 

request to the extent that it seeks information that is not relevant to this 

proceeding.  Subject to and without waiving the objection, it is Mr. Miller’s 

belief that each AWW regulated subsidiary for the six states where he has 

been involved with rate filings utilizes lead/lag information to determine the 

level of cash working capital appropriate for inclusion in its rate filings.     
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Responsible Witness: Michael Miller/John Watson

Question:

13. Please provide a comparison of Tennessee-American’s residential commercial 

and industrial water rates, to those of other water utilities within a 500-mile radius 

of the Chattanooga, Tennessee service area.

Response:

The Company objects to this request on the grounds that it is overly broad, 

unduly burdensome, and the information is not readily available to the Company.

The Company does not have the requested information at this time.
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Responsible Witness: Michael Miller

Question:

14. Please provide an assessment of why the cost of water utility service in the 

Chattanooga, Tennessee area would be higher or lower than the cost of water 

utility service in each surrounding area as defined in question 13, above.

Response:

The Company objects to this request on the grounds that it is overly broad, 

unduly burdensome, and the requested information is not readily available to the 

Company.  The Company does not have this information at this time.
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Responsible Witness: Michael Miller

Question:

15. To the extent not already provided to CMA, either in response to the initial data 

request by the Tennessee Regulatory Authority Staff in this proceeding, or in 

response to others in this proceeding, please provide copies of all responses 

which Tennessee-American made to all other parties’ data request in this 

proceeding with all workpapers on electronic spreadsheet and in hard copy 

format, along with copies of all documents, reference material(s) and other

sources relied upon by all witnesses for the Company in this proceeding.

Response:

Please see the Company’s responses to TN-CMA-01-Questions 1 and 2.
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Responsible Witness: John Watson/Michael Miller

Question:

16. Please provide a copy of TAWC’s five-year and ten-year capital expenditure and 

operating expense budgets, and any documents reflecting any discussion, 

consideration, order, directive or vote (or similar instruction) to adjust, alter, 

manipulate, or deviate from the same.

Response:

The Company objects to this request on the grounds that it calls upon TAWC to 

create or otherwise organize data regarding time periods outside of TAWC’s 

historical test year, and as such, is unduly burdensome, seeks to 

have TAWC create work product and seeks information that is not relevant to this 

rate case, and because information past the end of the attrition year in this case, 

August 2009, is not relevant to this proceeding.  Subject to and without waiving 

this objection, please see the Company’s response to TN-TRA-01-Q18. 

Furthermore, please see the Company’s responses to TN-TRA-01-Q52 & Q53 

for information concerning the additions included from the end of the historical 

test-year through the end of the attrition year.

No directive or vote exists to adjust, alter, manipulate or deviate from the Plan 

provided in response to TN-TRA-01-Q18.  
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Responsible Witness: Michael Miller

Question:

17. Please provide a tabulation of the authorized rates of return in orders from 

around the country (if any), reviewed by or referred to or regarding any RWE, 

AWW, or TAWC affiliated entity, that supports or contradicts TAWC’s opinion that 

an 11.75% return on common equity is fair, just, reasonable, or representative of 

current investor expectations for a water utility.  Please include, but do not limit 

your response to, the jurisdiction, docket number, authorized return, number of 

customers served and dates of issue of the order(s) surveyed by Tennessee-

American or its affiliate(s).

Response:

TAWC objects to this request as unduly burdensome and to the extent it requests 

that TAWC create work product. Dr. Vilbert’s direct testimony, exhibits and work 

papers have been produced. Dr. Vilbert’s testimony, work papers and exhibits 

speak for themselves as to the data he reviewed and relied on in recommending 

a range of returns for the appropriate cost of equity in this case.  

At this time Mr. Miller has made no tabulations or reviews of the authorized 

ROE’s of other AWW regulated subsidiaries, or other comparable utilities.  Mr. 

Miller is aware that the 11.75% cost of equity (the mid point of Dr. Vilbert’s range 

of a fair and reasonable cost of equity capital) included in the Company’s 

weighted cost of capital calculation is similar to those cost of equity capital 

requests being made in current AWW regulated subsidiary and other utility rate 

cases.  

Dependent on the positions taken by the other parties in this case as to the cost 

of equity capital and/or double leverage calculations, Dr. Vilbert and/or Mr. Miller 

may in fact undertake such an analysis for use in rebuttal testimony.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Michael Miller

Question:

18. Please identify the credit rating for all affiliates that work with TAWC to access 

external debt markets and, if different, copies of credit rating reports issued for 

the TAWC affiliates referenced above by all credit rating agencies issued since 

January 1, 2006.

Response:

American Water Works Company, Inc. 

S&P – A- Moodys – Baa2

American Water Capital Corporation, Inc.

S&P – A- Moodys – Baa2

The CMA requested the Credit Agency reports for the same period in TN-CMA-

01-Q10.  Copies of the reports were provided with that response.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Paul Herbert

Question:

19. Provide any and all documents, calculations or workpapers created, used or 

referred to in determining the revenue effect(s) of the proposed rate structure.

Response:

Please refer to the response and attachments to TRA DR 1, Questions 13, 

labeled as TN-TRA-01-Q03-REVENUES pages 1 through 15 of 99.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Paul Herbert

Question:

20. Provide on electronic spreadsheet the cost of service model prepared and/or 

relied on by TAWC in this proceeding, and provide all workpapers on electronic 

spreadsheet and in hard copy supporting or contradicting this cost of service 

model referred to in this data request.

Response:

The cost of service study was provided with the testimony of Paul Herbert in the 

original filing.  The electronic version of the cost of service study is included on 

the enclosed CD and labeled as TN-CMA-01-Q020-ATTACHMENT.xls.    



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Paul Herbert

Question:

21. Provide any calculations or workpapers created, used or referred to rate class 

impacts or customer impacts, individually for each and every tariff to which any 

change is proposed, resulting from the proposed rate structure.

Response:

Please see the response to CMA-19.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Paul Herbert

Question:

22. With reference to Mr. Herbert’s Direct Testimony, please identify the other 

allegedly similar system (if any) that were used to determine the relationship 

between maximum day and maximum hour ratios and produce any and all 

documents identifying, regarding or relating to such “other similar systems.”

Response:

The relationship between a system’s maximum hour ratio to its maximum day 

ratio typically ranges between a factor of 1.3 to 1.5, as follows:

Max
Day

Ratio

Max
Hour
Ratio

Ratio of
Max Hour

To Max Day

The York Water Company 1.44 1.84 1.3
Pennsylvania American 1.40 2.10 1.5
Aqua Pennsylvania 1.40 2.00 1.4
West Virginia American 1.30 1.80 1.4
Kentucky American 1.65 2.50 1.5

For Tennessee American, a factor of 1.3 was used (1.90 max hour ratio ÷ 1.45 

max day ratio = 1.3) to estimate the system max hour ratio because of the similar 

size and customer mix as The York Water Company.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Paul Herbert

Question:

23. With reference to Mr. Herbert’s Direct Testimony, please state the authority used 

as a source for the equivalent meter and service line ratios (Classification 

Factors 10 and 11).

Response:

The AWWA water rates manual discusses the use of meter capacity ratios and 

actual unit costs by size to determine the appropriate allocation factors for meters 

and services.

References in the AWWA Water Rates Manual can be found on page 67 and in 

Appendix B on pages 305 through 307.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Paul Herbert

Question:

24. Please provide an electronic copy of the 2007 Cost of Service Study prepared by 

Mr. Herbert for the Tennessee-American Water Company in 2007, and a list of 

trials, court actions, or agency regulatory proceedings (dockets or contested 

cases) in which Mr. Herbert has participated in the past ten (10) years.

Response:

Please see response to CMA-20.  A list of cases which Mr. Herbert has testified 

is attached to his direct testimony.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Responsible Witness: Paul Herbert

Question:

25. Please identify in tabular format and provide a copy of all cost of service studies 

prepared by Mr. Herbert, or those working with him, for any other rate cases 

involving affiliates of TAWC or its parent(s) for the past five (5) years including, 

but not limited to, a summary of the conclusion(s) of each such study, whether 

such study recognized any subsidy by one rate class benefiting another class of 

customers, whether his proposed rate design requested an increase “across the 

board” (i.e. allocated proportionally among the various customer classes so that 

each class, as a whole, would receive the same percentage increase as the 

other classes) or an increase that called for differential increases amongst 

customer classes (identifying the differential increases), whether his rate design 

was opposed, and whether his design was adopted.

Response:

TAWC objects to this question on the grounds that this question is overly broad, 

unduly burdensome, and not relevant to this proceeding.  Without waiving and 

subject to its objections, TAWC provides the following response.  Mr. Herbert 

specializes in cost of service studies in his consulting work.  He has appeared 

before regulatory bodies across the country as an expert in this field.  Attached to 

his testimony is a substantial list of docket (case) numbers where he has 

appeared as a witness, and this testimony and cost of service studies appear on 

the various regulatory web sites for those cases.

A table showing the Company name, year of study and whether the proposed 

rate design was based on an across-the-board increase or was based on class 

specific increases is provided on the following page.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039

CHATTANOOGA MANUFACTURERS ASSOCIATION’S 
FIRST SET OF DATA REQUESTS

Company Year of Study
Proposed

Rate Design

Kentucky American    2001 Class Specific
2004 Across the Board
2007 Across the Board

York Water 2001 Across the Board
2003 Class Specific
2004 Across the Board
2006 Across the Board
2008 Across the Board

West Virginia American 2000 Across the Board
2003 Across the Board
2007 Across the Board

Virginia American 2001 Across the Board
2002 Across the Board
2004 Class Specific
2008 Class Specific

Pennsylvania American 2001 Class Specific
2003 Class Specific
2007 Class Specific

New Jersey American 2003 Class Specific
2006 Class Specific
2008 Class Specific

New Mexico American 2006 Class Specific
Missouri American 2003 Class Specific

2006 Across the Board
2008 Class Specific

Iowa American 2001 Class Specific
Aqua Pennsylvania 2001 Class Specific

2003 Class Specific
2005 Class Specific
2007 Class Specific

Bethlehem, City of 2005 Across the Board
2007 Across the Board

Ohio American 2007 Class Specific
Artesian Water Co. 2008 Class Specific
Arizona American 2008 Class Specific 



CERTIFICATE OF SERVICE 

1 hereby certify that a true and correct copy of the foregoing has been served via the 
method(s) indicated, on this the ash day of May, 2008, upon the following: 

[x] Hand-Delivery Timothy C. Phillips, Esq. 
[ ] U.S. Mail Consurner Advocate and Protection Division 
[ ] Facsimile Office of Attorney General 
[ ] Overnight 2nd Floor 
[x] Email 425 5th Avenue North 

Nashville, TN 37243-0491 

[ ] Hand-Delivery David C. Higney, Esq. 
[ ] U.S. Mail Counsel for Chattanooga Manufacturers Association 
[ ] Facsimile Grant, Konvalinka & Harrison, P.C. 
[x] Ovemight 633 Chestnut Street, 9th Floor 
[x] Email Chattanooga, TN 37450 

[x] Hand-Delivery Henry M. Walker, Esq. 
[ ] U.S. Mail Counsel for Chattanooga Manufacturers Association 
[ ] Facsimile Boult, Cummings, Conners & Berry, PLC 
[ ] Ovemight Suite 700 
[x] Email 1600 Division Street 

Nashville, TN 37203 

[ ] Hand-Delivery Michael A. McMahan, Esq. 
[ ] U.S. Mail Special Counsel 
[ ] Facsimile City of Chattanooga (Hamilton County) 
[x] Overnight Office of the City Atiomey 
[x] Email Suite 400 

801 Broad Street 
Chattanooga, TN 37402 

[ ] Hand-Delivery Frederick L. Hitchcock, Esq. 
[ ] U.S. Mail Harold L. North, Jr., Esq. 
[ ] Facsimile Counsel for City of Chattanooga 
[x] Overnight Charnbliss, Bahner & Stophel, P.C. 
[x] Email 1000 Tallan Building 

Two Union Square 
Chattanooga, TN 37402 



BEFORE THE TENNESSEE REGULATORY AUTHORITY

NASHVILLE TENNESSEE

PETITION OF TENNESSEE AMERICAN
WATER COMPANY TO CHANGE AND
INCREASE CERTAIN RATES AND
CHARGES SO AS TO PERMIT IT TO
EARN A FAIR AND ADEQUATE
RATE OF RETURN ON ITS PROPERTY
USED AND USEFUL IN FURNISHING
WATER SERVICE TO ITS CUSTOMERS

AFFIDAVIT

STATE OF WEST VIRGINIA

COLNTY OF KANAWHA

DOCKET NO. 08-00039

I MICHAEL MILLER Treasurer/Comptroller for Tennessee American Water Company

do hereby certify that the foregoing responses to the Chattanooga Manufacturers Associations

First Set of Data Requests to Tennessee American Water Company were prepared by me or

under my supervision and are true and accurate to the best of my knowledge and information.

DATED this ?7--l day of May 2008.
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