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ViAa HAND DELIVERY filed  electronically in docket office  5/28/2008

Chairman Eddie Roberson, PhD
¢/0 Ms. Sharla Dillon
Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, Tennessee 37243

Re:  Petition of Tennessee American Water Company To Change And
Increase Certain Rates And Charge 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
Docket No. 08-00039

Dear Chairman Roberson:

Enclosed please find an original and seven (7) sets of copies of Tennessee American
Water Company’s Responses to the First Set of Data Requests filed by the Chaitancoga
Manufacturers Association, dated May 12, 2008. In addition, two compact disks have been
provided. The first disk contains all of the Company’s responses in Word or Excel to data
requests filed May 12, 2008. The second disk contains all such responses in pdf format.

Please return three (3) copies of these responses to me, which I would appreciate your
stamping as “filed,” by way of our courier.

Should you have any questions concerning any of the enclosed, please do not hesitate to
contact me.

With kindest regards, I remain

Very truly yours,
/202

R. Dale Grimes

Enclosures

www bassberry.com
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cc:  Hon. Ron Jones (w/o enclosure)
Hon. Sara Kyle (w/o enclosure)
Hon. Tre Hargett (w/o enclosure)
Ms. Darlene Standley, Chief of Utilities Division (w/o enclosure)
Richard Collier, Esq. (w/o enclosure)
Mr. Jerry Kettles, Chief of Economic Analysis & Policy Division (w/o enclosure)
Ms. Pat Murphy (w/o enclosure)
Timothy C. Phillips, Esq. (w/enclosure)
David C. Higney, Esq. (w/enclosure)
Henry M. Walker, Esq. (w/enclosure)
Michael A. McMahan, Esq. (w/enclosure)
Frederick L. Hitchcock, Esq., (w/enclosure)
Mr. John Watson (w/o enclosure)
Mr. Michael A. Miller (w/o enclosure)
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BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

IN RE:

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

Docket No. 08-00039
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TENNESSEE AMERICAN WATER COMPANY'’S RESPONSES TO THE
CHATTANOOGA MANUFACTURERS ASSOCIATION’S FIRST SET OF DATA

REQUESTS TO TENNESSEE AMERICAN WATER COMPANY

The Tennessee American Water Company (“TAWC”) hereby responds as follows to the
Chattanooga Manufacturers Association’s (“CMA”) First Set of Data Requests to the TAWC:

GENERAIL OBJECTIONS

(1)  TAWC objects to all requests that seek information protected by the attorney-
client privilege, the work product doctrine and/or any other applicable privilege or restriction on
disclosure.

(2) TAWC objects to the definitions and instructions accompanying requests to the
extent definitions and instruci{ions contradict, are inconsistent with, or impose any obligations
beyond those required by applicable provisions of the Tennessee Rules of Civil Procedure or the
rules, regulations or orders of the Tennessee Regulatory Authority.

(3) TAWC objects to the definitions of the words “document,” “you,” “person,”
“persons,” “affiliate,” “affiliated,” “identify,” “identifying,” “identification,” and “referring or
relating to,” that accompany the data requests because such definitions are overbroad aﬁd unduly

burdensome.



(4)  The specific responses set forth below are based upon information now available
to TAWC, and TAWC reserves the right at any time to revise, correct, add to or clarify the
objections or responses and supplement the information and/or documents produced.

(5) TAWC is providing its responses herein without wavier of, or prejudice fo, its
right at any later time fo raise objections to: (a) the competence, relevance, mateﬁaiity, privilege,
or admissibility of the response, or the subject matter thereof; and (b) the use of any response, or
subject matter thereof, in any subsequent proceedings.

(6) TAWC objects to each request to the extent that it is unreasonably cumulative or
duplicative, or seeks information obtainable from some other source that is more cbnvenient, less
burdensome or less expensive.

(7)  TAWC objects to each request to the extent it is premature such that it secks
information concerning matters about which discovery is ongoing and/or seeks information to be
provided by expert witnesses.

(8)  TAWC objects to each request to the extent it seeks information outside TAWC’s
custody or control.

(9)  TAWC objects to the CMA’s requests to the extent that they have exceeded the
number of discovery requests authorized by the Temnessee Regulatory Authority in contested
case proceedings pursuant to Rule 1220-1-2-.11(5)(a). As such, the TAWC has responded to the
CMA’s first 40 requests (inclusive of subparts). The TAWC reserves all of its objections with
respect to the discovery propounded by the CMA that is in excess of the limit.

(10) TAWC objects to requests that call upon TAWC to create, categorize, manipulate,

customize or otherwise organize data regarding time periods outside of TAWC’s historical test



year. TAWC objects to all such requests because they are unduly burdensome, seek to have
TAWC create work product and seek information that is not relevant to this rate case.

(11) TAWC’s specific objections to each request are in addition to the General
Objections set forth in this section. These General Objections form a part of each discovery
response, and they are set forth here to avoid the duplication and repetition of restating them for
each discovery response. The absence of a reference to a General Objection in response to a
particular request does not constitute a waiver of any General Objection with respect to that
discovery request. All responses are made subject to and without waiver of TAWC’s general

and specific objections.



Respectfully Submitted,

R. Dale Grimes (#6223)

Ross I. Booher (#019304)

BAss, BERRY & SIMS PLC

315 Deaderick Street, Suite 2700
Nashville, TN 37238-3001

(615) 742-6200

Counsel for Petitioner

Tennessee American Water Company



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-QO05 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-QO05 in case number 06-00290.

Accordingly, the CMA already possesses such information.



TENNESSEE AMERICAN WATER COMPANY
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-
QO005-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.

Response:

a.

A reconciliation of actual to budgeted capital expenditures after the end of
the test year up to the most current point available.

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.

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.

Please explain the adjustment to accumulated depreciation between the
end of the November 2007 test year up through August 31, 2009.

Please provide workpapers showing the adjustment to accumulated
deferred income taxes from the end of the test year up through August 31,
20009.

Please see the attached schedules.

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.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039
CHATTANOOGA MANUFACTURERS ASSOCIATION’S
FIRST SET OF DATA REQUESTS

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.

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.

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.

Response:

a.

On electronic spreadsheet with all formulae intact, provide all workpapers
showing the development of the normalization in test year numbers.

An adjustment to revenues based on changes in number of customers
between the test year and the end of the attrition year.

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.

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.

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.

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.

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



TENNESSEE AMERICAN WATER COMPANY
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.

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
Residential Customer Count

Year Customers Chgin Cust.

1986 57,277
1987 57,771 494 0.86%
1988 57,997 226 0.39%
1989 57,864 (133)  -0.23%
1990 57,807 (67) -0.10%
1991 57,939 132 0.23%
1992 58,472 533 0.92%
1993 58,840 368 0.63%
1994 59,208 368 0.63%
1995 59,501 293 0.49%
1996 59,501 69 0.12%
1997 59,570 69 0.12%
1998 59,784 214 0.36%
1999 60,141 357 0.60%
2000 60,242 101 0.17%
2001 60,063 (179)  -0.30%
2002 60,344 281 0.47%
2003 60,951 607 1.01%
2004 61,688 737 1.21%
2005 62,328 640 1.04%
2006 63,356 1,028 1.65%
2007 64,078 722 1.14%
Total 6,870 11.39%
Avg 327.14 0.54%
Dec-07 64,078 0.54% 348
per month 29
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Tennessee American Water
Commercial Customer Count

Year Customers Chgin Cust.

1986 6,024

1987 6,155 131 2.17%
1988 6,262 107 1.74%
1989 6,335 73 1.17%
1990 6,380 45 0.71%
1991 6,393 13 0.20%
1992 6,438 45 0.70%
1993 6,495 57 0.89%
1994 6,688 93 1.43%
1995 6,696 108 1.64%
1996 6,696 - 0.00%
1997 7,003 307 4.58%
1998 7,334 331 4.73%
1999 7,588 254 3.46%
2000 7,863 275 3.62%
2001 7,924 61 0.78%
2002 8,192 268 3.38%
2003 8,260 68 0.83%
2004 8,189 (71)  -0.86%
2005 8,208 19 0.23%
2006 8,168 (40)  -0.49%
2007 8,246 78 0.95%
Total 2,222 31.88%
Avg 105.81 1.52%

Dec-07 8,246 1.62% 125

10



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.

Response:

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.

Please identify the methodology for allocating total parent company
management fees to Tennessee-American.

Please show the change in American Water Works total company
management fees over the last five years.

Please show the change in the allocation of total company management
fees to Tennessee-American over the last five years.

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.

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.

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

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

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

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



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039
CHATTANOOGA MANUFACTURERS ASSOCIATION’S
FIRST SET OF DATA REQUESTS

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.

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.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039
CHATTANOOGA MANUFACTURERS ASSOCIATION’S
FIRST SET OF DATA REQUESTS

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.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039
CHATTANOOGA MANUFACTURERS ASSOCIATION’S
FIRST SET OF DATA REQUESTS

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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Research Update: '
American Water Works, Sub Ratings Remain

On CreditWatch; IPO Timing Still Uncertain

Rationale

On Jan. 29, 2008, Standard & Poor's Ratings Services said that its 'A-!
corporate credit rating on water and wastewater utility company American Water
Works Co. Inc. (AWW) and its funding subsidiary, American Water Capital Corp.
(AWCC) will remain on CreditWatch with negative implications. Standard &
Poor's placed the ratings on CreditWatch on Nov. 15, 2007, after parent RWE AG
(A+/Negative/A-1) postponed AWW's equity offering. The reaffirmation of the
CreditWatch listing follows recent statements by RWE's management that the AWW
spin-off could still be delayed beyond April and possibly occur in late 2008.
We still believe the postponement of the IPO distracts AWW's management and
could stall necessary improvements to the company's financial profile, which
depends on the successful execution of a number of rate cases across several
states. Additional delays to the IPO or AWW's inability to achieve improved
financial performance in 2008 is likely to result in a downgrade.

As of Sept. 30, 2007, AWW's pro forma total debt, including capitalized
operating leases and tax-effected pension and postretirement obligations, was
$5.7 billion.

The ratings on the Voorhees, N.J.-based AWW reflect our assessment of the
company's stand-alone credit quality based on its proposed post-IPO business
plan, which includes improvements in the utility's financial profile above
current levels. AWW has received all regulatory approvals necessary for its
divestiture from RWE AG. The ratings are also based on our expectation of
regulatory support to fund the company's sizable capital-spending requirements
through rate cases or supportive policies, such as infrastructure surcharges,
forward-looking test years, and single tariff pricing.

AWW's excellent business risk profile is characterized by an excellent
competitive position with high barriers to entry; a diverse and supportive
regulatory environment that provides reasonably allowed ROEs, incentives for
infrastructure improvements and support for acquiring small water companies;
an above-average service territory that provides some market, cash flow, and
regulatory diversification; a stable customer base that is predominantly
residential and commercial; and the relatively low operating risk of regulated
and nonregulated operations. AWW's aggressive financial profile, uncertainties
associated with its planned equity and equity unit offerings, elevated
capital-spending requirements for infrastructure replacement, increased
compliance costs with water-quality standards, and the company's reliance on
acquisitions to provide growth partly offset these strengths.

RWE indirectly owns AWW. Through RWE's regulated subsidiaries, AWW
provides water and wastewater services to more than 3.3 million customers in
20 states. AWW's regulated utility subsidiaries represent almost 90% of total
revenues, but have provided almost 100% of adjusted EBIT for the past three
years. The company's nonregulated subsidiaries consist of water and wastewater

Standard & Poor’s RatingsDirect | January 29, 2008 2

Standard & Poor's. All rights rasarved, No reprint or dissemination without S&P?s permission. See Terms of Use/Disclaimer on the last page. B25157 | 300046783
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Research Update: American Water Works, Sub Ratings Remain On CreditWatch; IPO Timing Still Uncertain

facility management and wmaintenance, as well as design and construction
consulting services related to water and wastewater plants. We view these
nonregulated segments as having modest incremental risk to AWW due to their
lack of cash flow contribution and modest expected capital requirements.

AWW's financial metrics are weak for the rating and partly result from
agreements with some state regulators not to file rate cases for up to three
years. This was a condition of RWE's acquisition of AWW. As evidenced by the
filing of 11 rate cases in 2007, we expect AWW to actively pursue additional
rate cases as determined by its rising operating costs, capital-spending
plans, and pension and other postretirement obligations. We anticipate that
current rate case activity may lead to annual revenue increases of up to $175
million, if granted. Another reason for the weak performance is AWW's
significant goodwill impairments over the past three years. The impairments,
which have totaled more than $1 billion, were based on slower-than-expected
growth in RWE's North American water segment, privatization of water utilities
in North America, and valuation of its nonregulated businesses. Based on
indicative market values, an impairment of up to $300 million could be
reported in fourth-quarter 2007.

Adjusted funds from operations (FFO) to total debt is still below 1.0%,
vhich is weak for the rating. In addition, significant rate relief is
necessary for the company to earn its authorized rate of return of about 10%.
We expect adjusted FFO, which is subpar at $475 million for the 12 months
ended Sept. 30, 2007, to benefit from continued customer growth and rate
increases in several key states. After AWW issued $1.5 billion of senior
notes, which the company used to redeem RWE intercompany preferred stock,
adjusted debt to capital increased to 56% as of Sept. 30, 2007, f£rom 48% as of
June 30, 2007. The increase in leverage is partly due to the intermediate
equity treatment of the preferred stock, compared with the 100% debt treatment
of the newly issued debt.

As a condition of the regulatory approvals for the sale, RWE has agreed
that AWW's capital structure will consist of at least 45% common equity at the
time of the IPO. As of Sept. 30, 2007, common equity consisted of 47% of AWW's
total book capitalization. RWE must infuse additional cash equity if leverage
increases from current levels.

Short-term rating factors

The 'A-2' short-term ratings on AWW and AWCC reflect sizable borrowing
capacity under the company's revolving credit facility and stable cash Fflows
from regulated subsidiaries. However, AWW's cash uses include high levels of
capital spending, substantial upcoming debt maturities, and expectations that
the company will institute a common stock dividend after it completes the
proposed IPO. Capital expenditures are projected at $4 billion to $4.5 billion
during the next five years for infrastructure replacements, new facility
construction, maintenance of water-quality and envirommental standards, and
system reliability.

With cash from operations for the past 12 months of only $390 million,
AWW's cash flow generation is insufficient to meet its ongoing operating and
capital needs, and will require additional access to the capital markets over
the intermediate term. Scheduled debt maturities of $196 million in 2008, %55

www .standardandpoors.com/ratingsdirect 3
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“i> million in 2009, and $54 million in 2010 are fairly sizable. AWW is expected

to implement a dividend policy with its equity issuance, roughly matching the
average dividend yield of other companies in its peer group, which is about
2%. As such, annual dividend payments could exceed $100 million.

As of Sept. 30, 2007, AWW had $151 million in unrestricted cash, about
$415 million available under its $800 million revolving credit facility, which
matures on Sept. 15, 2011, and a $10 million short-term working-capital line
of credit. Financial covenants include a maximum debt to capital (with
adjustments) of 70% and restrictions on liens, distributions, debt incurred at
AWW, and asset sales.

Ratings List

Ratings Remain On CreditWatch Negative

American Water Works Co. Inc.
Corp. credit rating A-/Watch Neg

American Water Capital Corp.

Corp. credit rating A-/Watch Neg
Senior unsecured debt A-/Watch Neg
Preferred stock BBB/Watch Neg

(ii> Complete ratings information is available to subscribers of RatingsDirect, the
real-time Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at www.ratingsdirect.com. All ratings referenced herein can be
found on Standard & Poor's public Web site at www.standardandpoors.com; select
your preferred country or region, then Ratings in the left navigation bar,
followed by Credit Ratings Search.

Standard & Poor’s RatingsDirect | January 29, 2008 4
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Research Update:

American Water Works 'A-' Long-Term Ratings

Placed On Watch Negative After Postponing
PO

Rationale

On Nov. 15, 2007, Standard & Poor's Ratings Services placed its long-term
ratings on American Water Works Co. Inc. (AWW) and its funding subsidiary
American Water Capital Corp. (AWCC) on CreditWatch with negative implications,
including its 'A-' corporate credit ratings. The 'A-2' short-term ratings were
not piaced on CreditWatch.

The CreditWatch placement follows an announcement by AWW's parent, RWE AG
(A+/Negative/A-1), that it has postponed AWW's equity offering, which will
delay financial improvements and will likely result in a downgrade if the IPO
is not completed prior to the end of the first quarter of 2008. Ratings could
be affirmed and removed from CreditWatch if the equity offering is completed
prior to that time and financial performance improves in line with
management's forecast. RWE stated that the timing of the IPO has not yet been
determined, because the company expects the current value paid for AWW will
not be sufficient to fund RWE's planned dividend payments and share repurchase
program.

The 'A-' corporate credit rating on the Voorhees, N.J.-based water and
wastewater utility company reflects our assessment of AWW's stand-alone credit
quality based on its proposed post-IPO business plan, which includes
improvements in the financial profile. The ratings are also based on our
expectation of regulatory support to fund the company's sizable
capital-spending requirements through rate cases or supportive policies such
as infrastructure surcharges, forward-looking test years, and single tariff
pricing.

As of June 30, 2007, AWW's pro-forma total debt, including capitalized
operating leases and tax-effected pension and postretirement obligations, was
about $5.3 billion.

AWW's excellent business risk profile of '2' (utility business profiles
are categorized from 'l' (excellent) to '10' (vulnerable)) is characterized
by:

e An excellent competitive position with high barriers to entry;
s A supportive regulatory environment;
* An above-average service territory in terms of size and interconnections;
* A stable customer base that is predominantly residential and commercial;
and
The relatively low operating risk of regulated and nonregulated
operations.

The partly offsetting factors are AWW's weak financial profile,
uncertainties associated with its planned equity and equity unit offerings,
elevated capital-spending requirements for infrastructure replacement,

Standard & Poor’s RatingsDirect | November 15, 2007
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increased compliance costs with water quality standards, and the company's
reliance on acquisitions to provide growth.

AWW, indirectly owned by RWE and through its regulated subsidiaries,
provides water and wastewater services to more than 3.3 million customers in
20 states. The company's regulated utility subsidiaries represent almost 90%
of total revenues, but have provided almost 100% of adjusted EBIT for the past
three years. The company's nonregulated subsidiaries consist of the management

- and maintenance of water and wastewater facilities as well as the design and

construction consulting sexvices related to water and wastewater plants. We
view these nonregulated segments as having modest incremental risk to AWW due
to their lack of cash flow contribution and modest expected capital
requirements.

AWW's financial metrics are weak for the rating and are partly attributed
to agreements not to file rate cases with some state regulators for up to
three years as a condition of RWE's acquisition of the company. All of the
regulatory stay-out provisions expired on June 30, 2007, and AWW is expected
to pursue rate cases actively in all jurisdictions as determined by its rising
operating costs, capital-spending plansg, and pension and other postretirement
obligations. Another reason for the weak performance is AWW's goodwill
impairments of more than $700 million recorded during the past three years.
The impairments were based on slower-than-expected growth in RWE's North
American water segment, privatization of water utilities in North America, and
valuation of its nonregulated businesses.

Adjusted FFO to total debt was 9%, which is well below the minimum
expectation of 12% for the 'A' rating category. In addition, significant rate
relief is necessary for the company to earn its authorized rate of return,
which is about 10%. We expect adjusted FFO, which was subpar at $460 million
in 2006, to benefit from continued customer growth and rate increases in
several key states. Adjusted debt to capital of 53% and FFO interest coverage
of 2.6x are appropriate for the rating.

Although AWW's subsidiaries recover underfunded pension and
postretirement benefit obligations through regulatory deferrals, AWW's
consolidated pension and other postretirement obligations were underfunded by
$459 million as of Dec. 31, 2006, the last reported date.

Short-term credit factors

The 'A-2' short-term ratings on AWW and AWCC reflect sizeable borrowing
capacity under the company's revolving credit facility and stable cash flows
from regulated subsidiaries. However, AWW's uses of cash include high levels
of capital spending, substantial upcoming debt maturities, and expectations
that the company will institute a common stock dividend on completion of its
proposed IPO. Capital expenditures are projected at $4 billion to $4.5 billion
during the next five years for infrastructure replacements, construction of
new facilities, maintenance of water quality and environmental standards, and
system reliability.

For 2007, the company has forecast capital spending of between $740
million and $780 million. Despite the current debt and equity issuances, AWW's
cash flow generation is insufficient to meet its ongoing operating and capital
needs, and will require additional access to the capital markets over the
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intermediate term. Before the IPO and refinancing of its debt obligations,
AWW's scheduled debt maturities of $287 million and $196 million in 2007 and
2008, respectively, are fairly sizable. Proceeds from the company's $1.5
billion debt issue completed in October 2007 were used to repay a portion of
the intercompany debt owed to RWE. AWW is expected to implement a dividend
policy with its equity issuance, roughly matching the average dividend yield
of other companies in its peer group, which is about 2%. As such, annual

- dividend payments could exceed $100 million.

As of June 30, 2007, AWW had $51 million in cash, about $740 million
available under its $800 million revolving credit facility, which matures on
Sept. 15, 2011, and a $10 million short-term working capital line of credit,
which matures on Dec. 31, 2007, unless extended. Financial covenants include a
maximum debt to capital (with adjustments) of 70% and restrictions on liens,
distributions, debt incurred at AWW, and asgset sales. As a condition to the
regulatory approvals for the sale, AWW has agreed that its capital structure
must be comprised of at least 45% common equity at the time of the IPO. The
change-of-control provision is more restrictive than most revolving credit
agreements, as a change of control is defined as one entity owning 25% or more
of the post-IPO outstanding common stock or certain majority changes to the
membership of the board of directors.

Ratings List

Ratings Placed On CreditWatch

. To From
American Water Works Co. Inc.
Corp. credit rating A-/Watch Neg A-/Negative
American Water Capital Cozrp.
Corp. credit rating A-/Watch Neg A~/Negative
Senior unsecured debt A-/Watch Neg A-
Preferred stock BBB/Watch Neg BBB

Complete ratings information is available to subscribers of RatingsDirect, the
real-time Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at www.ratingsdirect.com. All ratings affected by this rating
action can be found on Standard & Poor's public Web site at
www.standardandpoors.com; select your preferred country or region, then
Ratings in the left navigation bar, followed by Credit Ratings Search.
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American Water Works 'A-' Corp Rating Is
Affirmed, Off Watch, Outlook Neg; Debt Issues
Rated

Rationale

on Sept. 19, 2007, Standard & Poor's Ratings Services affirmed its 'A-°
corporate credit rating on American Water Works Co. Inc. (AWW) and its funding
subsidiary, American Water Capital Corp. (AWCC). The ratings were removed from
CreditWatch with negative implications. The outlook is negative.

The rating action reflects the stand-alone credit gquality of AWW, which
has received all regulatory approvals necessary for its parent RWE AG
(A+/Negative/A-1) to sgell the company via an IPO in late 2007. The rating
action also reflects our reassessment of AWW's financial risk profile, based
on the company's post-IPO business plan and proposed capital structure.

At the same time, Standard & Poor's assigned its 'A-' senior unsecured
debt rating to AWCC's proposed $1.5 billion debt and 'BBB' preferred stock
rating to AWCCQ's $500 million proposed equity unit offering. The specific
amount of five-year, 10-year, and 30-year notes has not yet been determined.

AWW's subsidiary debt of $2.1 billion is less than 20% of the company's
assets, after adjusting for goodwill. Therefore, the senior unsecured debt
issued by the holding company does not merit a lower rating due to structural
subordination. However, there is little cushion for additional subsidiary
obligations before the 20% threshold would be breached,

The equity unit consists of a debtlike component, the payment of
quarterly interest, and a forward common stock purchase contract with the
number of shares dependent on AWW's stock price at maturity. We treat the
equity units as two financings rather than a single "net" equity financing.
Although the transaction incorporating the equity issuance could theoretically
be applied to repaying the debt, there is no legal or in-substance defeasance,
or any other basis to expect that this will be the case, as there are also
remarketing provisions available for the debt portion of the security.

AWW's excellent business risk profile of '2! (Utility business profiles
are categorized from 'l' (excellent) to '10' (vulnerable)) is characterized
by:

An excellent competitive position with high barriers to entry;
A supportive regulatory environment;
An above-average service territory in terms of size and interconnections;
A stable customer base that is predominantly residential and commercial;
and
The relatively low operating risk of regulated and nonregulated
operations.

These strengths are partly offset by uncertainties associated with AWW's
weak financial profile, planned IPO and debt offerings, elevated
capital-spending regquirements for infrastructure replacement, increased

Standard & Poor’s RatingsDirect | September 19, 2007 2
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compliance costs with water quality standards, and the company's reliance on

‘acquisitions to provide growth partly offset its strengths.

AWW is currently indirectly owned by RWE, and through its regulated
subsidiaries, provides water and wastewater services to more than 3.3 million
customers in 20 states. The company's regulated utility subsidiaries represent
almost 90% of total revenues and have provided almost 100% of adjusted EBIT
for the past three years. The company's nonregulated subsidiaries include the

- management and maintenance of water and wastewater facilities; and the design

and construction consulting services related to water and wastewater plants.
We view these nonregulated segments as having modest incremental risk to AWW
due to their limited revenue and cash flow contribution, modest expected
capital requirements, and contractual terms, which are largely with a
municipal or governmental entity.

AWW's financial metrics are weak for the current rating. The weak
financial measures are partly attributed to agreements not to file rate cases
with some state regulators for up to three years as a condition of RWE's
acquisition of the company. Another reason for the weak performance is AWW's
goodwill impairments of more than $700 million recorded over the past three
years. The impairments were based on downward adjustments to the growth
expectations in RWE's North America water segment, slower-than-expected
privatization of water utilities in North America, and valuation of its
nonregulated businesses. All of the stay-out provisgions expired on June 30,
2007, and AWW is expected to actively pursue rate cases in all jurisdictions
as determined by its rising operating costs, capital-spending plans, and
pension and other postretirement obligations. As of June 30, 2007, AWW's pro
forma total debt, including capitalized operating leases and tax-effected
pension and postretirement obligations, was about $5.3 billion, with adjusted
debt to capital of 53%. For the 12 months ended Dec. 31, 2006, adjusted funds
from operations (FFO) was $460 million and FFO interest coverage was 2.6X%,
which are appropriate figures for the current rating. However, adjusted FFO to
total debt of 9% is well below the minimum expectation of 12% for the 'A!
category. In addition, significant rate relief is necessary for the company to
earn its authorized rate of return, which is about 10%.

Although AWW's subsidiaries recover underfunded pension and
postretirement benefit obligations through regulatory deferrals, AWW's
consolidated pension and other postretirement obligations were underfunded by
$459 million as of Dec. 31, 2006, the last reported date.

Short-term credit factors

The 'A-2!' short-term rating on AWW and AWCC reflects:

¢ Adeqguate liquidity sources;

e Stable cash flows from regulated subsidiaries;

e The expectation of regulatory support to fund the company's sizable
capital-spending requirements through rate cases or supportive policies
such as infrastructure surcharges, forward-looking test years, and single
tariff pricing; and

e Meaningful debt maturities over the next few years.

As of June 30, 2007, AWW had $51 wmillion in cash, about $740 wmillion
available under its $800 million revolving credit facility, which matures on
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Sept. 15, 2011, and a $10 million short-term working capital line of credit,
which matures on Dec. 31, 2007, unless extended. Financial covenants in the
revolving credit facility include a maximum debt to capital (with adjustments)
of 70% and restrictions on liens, distributions, debt incurred at AWW, and
asset sales. The change-of-control provision is more restrictive than most
revolving credit agreements, as a change of control is defined as one entity
owning 25% or more of the post-IPO outstanding common stock or certain

- majority changes to the membership of the boaxrd of directors.

Over the past three years, cash f£low has steadily declined due to the
regulatory stay-out provisions implemented after the company's acquisition by
RWE. We expect adjusted FFO, which was subpar at $460 million in 2006, to
benefit from continued customer growth and rate increases in several key
states. AWW's uses of cash include high levels of capital spending,
substantial upcoming debt maturities, and expectations that the company will
institute a common stock dividend on completion of its proposed IPO. Capital
expenditures are projected at $4 billion to $4.5 billion for the next five
years for infrastructure replacements, construction of new facilities,
maintenance of water quality and environmental standards, and system
reliability. For 2007, the company has forecast capital spending of between
$740 million and $780 million. Despite the current debt and equity issuances,
AWW's cash flow generation is insufficient to meet its ongoing operating and
capital needs, and will require additional access to the capital markets over
the intermediate term. Before the IPO and refinancing of its debt obligations,
AWW's scheduled debt maturities of $287 million and $196 million in 2007 and
2008, respectively, are fairly sizable. We expect AWW's dividend policy to
roughly match the average dividend yield of other companies in its peer group,
which is about 2%, and, therefore, annual dividend payments could exceed $100
million.

Outlook

The outlook on AWW is negative. The negative outlook reflects the company's
current weak financial profile. A downgrade could occur if the pending rate
cages, particularly in New Jersey and Pennsylvania, do not allow for adequate
rate relief to improve the company's financial profile, the company is unable
to complete its planned debt and equity offerings and achieve its stated
leverage target in the near term, or if debt leverage steadily increases over
the intermediate term. Conversely, we could revise the outlook to stable if
AWW's financial profile improves through favorable regulatory rate increases
at current ROEs, with limited additional debt leverage.
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American Water Works Co. Inc.

Corp. credit rating A-/Negative/A-2 A-/Watch Neg/A-2
American Water Capital Coxp.

Corp. credit rating A-~/Negative/A-2 A-/Watch Neg/A-2

Senior unsecured debt A- BBB+/Watch Neg
Ratings Assigned

Preferred Stock

$500 million equity units BBB

Senior unsecured debt

$1.5 billion senior unsecured debt A-

Complete ratings information is available to subscribers of RatingsDirect, the
real-time Web-based source for Standard & Poor's credit ratings, research, arnd

risk analysis, at www.ratingsdirect.com. All ratings affected by this rating

action can be found on Standard & Poor's public Web site at
www. standardandpooxrs.com; select your preferred country or region, then
Ratings in the left navigation bar, followed by Credit Ratings Search.
www.standardandpoors.com/ratingsdirect ; 5
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Rationale

On Oct. 13, 2006, Standard & Poor's Ratings Services assigned its 'A-/A-2!
corporate credit rating to American Water Works Co. Inc. At the same time,
Standard & Poor's affirmed its 'A-' rating on American Water Capital Corp., a
wholly owned subsidiary of American Water Works, that serves as the funding
vehicle for American Water Works' regulated water utility subsidiaries.
Standard & Poor's also assigned its 'A-2' rating to American Water Capital's
$700 million commercial paper program.

The ratings on American Water Works were placed on CreditWatch with
negative implications. The ratings on American Water Capital axe also on
CreditWatch with negative implications, where they were placed on Nov. 7,
2005.

The ratings on the companies will remain on CreditWatch until the
completion of the sale of American Water Works by parent RWE AG
(A+/Negative/A-1), which is expected in 2007. The CreditWatch listing reflects
continued uncertainty surrounding the extensive regulatory process associated
with approving the sale, the need for an updated business plan, and completion
of significant debt and equity offerings.

The ratings on American Water Works and America Water Capital reflect the
stand-alone credit quality of American Water Works. American Water Works'
stand-alone business risk profile is '2' (excellent). (Utility business
profiles are categorized from 'l' (excellent) to '10' (vulnerable)). The
strength of the business profile stems from insulation from competitiom,
geographically diverse and largely residential markets, supportive regulatory
environment, and the relatively low operating risk of managing groundwater and
water treatment facilities. Uncertainty associated with American Water Works'
IPO in 2007, increasingly stringent water quality standards, and the company's
reliance on acquisitions to provide growth partly offset its strengths.

American Water Woxks' stand-alome financial risk profile is intermediate
and includes management's projected post-IPO debt-to-capital ratio of 45% to
55%. We will reassess the financial risk profile when additional information
is available concerning the company's post-IPO business plan and capital
structure.

Historical earnings and margins are stable, supported by healthy markets
and regulatory recovery of operating and capital costs, although increased
operating and capital expenses can lag regulatory recovery. For the past five
years, funds from operations (FFO) to debt has been about 10% and FFO interest
coverage was in the 1.5x to 2.5x area. Given the business risk profile of '2',
American Water Works' cash flow metrics are somewhat weak for the 'A-' zating.

In RWE's investor presentation related to the sale of its water
businesses, the company stated that its North American Water segment, which
includes some operations outside of American Water Works, plans to spend $3.6
billion on capital expenditures from 2005 to 2009, compared with about $500
million per year recently. American Water Works' increased capital spending is
needed to upgrade aging water systems, accommodate population and economic
growth, and comply with environmental regulations. RWE projects negative free
cash flow and external financing to fund the higher capital spending. Over the
intermediate term, continued customer growth and regulatory rate increases
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could improve credit measures. However, improvements could be hindered if
future regulatory rate increases do not keep pace with the company's increased
capital spending.

Short-term credit factors
The 'A-2' short-term rating on American Water Works and American Water Capital

reflects:
¢ Adequate consolidated liquidity,
e Stable cash flows from regulated subsidiaries,

e American Water Capital's $800 million revolving credit facility, which
matures on Sept. 15, 2011 (excluding extensions), and

e Manageable debt maturities over the next few years.
American Water Works has maintained adequate cash balances, typically
exceeding $50 million, although future levels could differ after the sale by
RWE. Uses of American Water Capital's $800 million revolving credit facility,
which matures on Sept. 15, 2011, are targeted for backup to the company's $700
million commercial paper program and LOCs, as needed. Financial covenants in
the revolving credit facility include a maximum debt to capital (with
adjustments) of 70% and restrictions on liens, distributions, debt incurred at
American Water Works, and asset sales. The change of control provision is more
restrictive than most revolving credit agreements as a change of control is
defined as one entity owning 25% or more of the post-IPO outstanding common
stock or certain majority changes to the membership of the board of directors.

Ratings List
Ratings Assigned

American Water Works Co. Inc.
Corporate credit rating A-/Watch Neg/A-2

American Water Capital Corp.
Commercial paper rating A-2

Ratings Affirmed

American Water Capital Coxrp.
Corporate credit rating A-/Watch Neg/--

Complete ratings information is available to subscribers of RatingsDirect, the
real-time Web-based source for Standard & Poox's credit ratings, research, and
risk analysis, at www.ratingsdirect.com. All ratings affected by this rating
action can be found on Standard & Poor's public Web site at
www.standardandpoors.com; under Credit Ratings in the left navigation bar,
select Find a Rating, then Credit Ratings Search.

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities
designed to preserve the independence and objectivity of ratings opinions. The credit ratings and observations contained herein
are solely statements of opinion and not statements of fact or recommendations to purchase, hold, or sell any securlties or make
any other investment declsions. Accordingly, any user of the information contalned herein should not rely on any credit rating or
other opinion contained herein In making any investment decision. Ratings are based on information recelved by Ratings
Services. Other divisions of Standard & Poor's may have information that Is not available to Ratings Services. Standard & Poor's
has established policies and procedures to maintain the confidentiality of non-public information recelved during the ratings
process.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such
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securities or third parties participating in marketing the securities. While Standard & Poor's reserves the right to disseminate the
\‘;' j rating, it receives no payment for doing so, except for subscriptions to Its publications. Additional information about our ratings
L fees Is available at www.standardandpoors.com/usratingsfees.

Copyright © 1994-2006 Standard & Poor's, a division of The McGraw-Hill Companles. B
All Rights Reserved. Privacy Notice
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R ation date: 14-Feb-2006
Reprinted from RatingsDirect

Summary: American Water Capital Corp.

Primary Credit Analyst: Kevin L Beicke, CFA, New York (1) 212-438-7847; kevin_beicke@standardandpoors.com

Rationale

American Water Capital Corp. (AWCC) is a wholly owned subsidiary of
American Water (unrated) and serves as the funding vehicle for American
Water's regulated water utility subsidiaries. The ratings on AWCC remain on
CreditWatch with negative implications. American Water is a wholly owned
subsidiary of parent RWE AG (A+/Negative/A-1).

The ratings on AWCC reflect the stand-alone credit quality of American
Water. In November 2005, RWE announced its intention to sell its U.K. and
U.S. water businesses and focus on its electricity and gas operations in
Europe. The intercompany funding support RWE has given AWCC is
expected to remain until all the intercompany debt has been refinanced,
which should occur sometime before the sale has been completed. The sale
process will start with RWE's U.S. water operations, and then will continue
with its U.K. water business, RWE Thames Water PLC (A/Watch Neg/A-1).
The process will be lengthy, because it requires the approval of RWE's
’) supervisory board, as well as several regulatory jurisdictions. The goal is to
- complete both transactions during 2007.

The CreditWatch listing on AWCC is hot expected to be resolved until the
completion of the sale, because of the greater amount of uncertainty
regarding the future plans for the American Water operations versus those of
RWE Thames Water. This uncertainty is the result of the extensive regulatory
approval process that will be required, due to American Water's large and
geographically diverse operations.

American Water's stand-alone credit quality is supported by its '2' (excellent)
business risk profile. (Utility business risk profiles are categorized from '1'
(excellent) to "10' (vulnerable)). The company's business risk profile benefits
from geographic and regulatory diversity, a large customer base that is
mostly residential and commercial, and a generally supportive regulatory
environment. These strengths are slightly offset by the somewhat increased
risk from American Water's nonregulated water and wastewater operations.

American Water's excellent business risk profile is partly countered by the
company's intermediate, stand-alone financial risk profile, which is weak for
the rating. Debt leverage has improved dramatically since the merger with
RWE, dropping to 47.5% from 69.1% at year-end 2002, due to RWE's $3
billion infusion of preferred stock and common equity in 2003. However, for
the 12-months ended Sept. 30, 2005, adjusted funds from operations (FFO)
( ) to average total debt was just 13%, which is low, but a significant
improvement from 7.5% in fiscal 2003. Adjusted FFO interest coverage and
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adjusted EBIT interest coverage have also improved since 2003, to 3.6x and
2.2x, respectively. The company's ROE was a mere 1.4%, but is expected to
improve due to the continued filing of rate cases.

Liquidity

AWCC's liquidity position is adequate. American Water has received
previous support from RWE in the form of intercompany loans, but this
support will lessen going forward. L.eading up to the completion of the sale of
RWE's U.S. water operations, American Water will most likely need to start
sourcing its own funding. However, Standard & Poor's expects RWE's
continued, although diminished, support to American Water until the sale has
been completed to alleviate any near-term liquidity constraints.

Capital-spending needs for American Water will be partially funded internally,
with the balance funded through tax-exempt debt issuances in the capital
markets or through intercompany loans from RWE. American Water has
$1,219.9 million of long-term debt maturing in 2006, nearly all of which is in
the form of RWE intercompany loans.

As of Sept. 30, 2005, American Water had $51.6 million in cash and cash
equivalents. AWCC also has a $550 million, 364-day revolving credit
agreement with RWE. AWCC had $239.9 million in availability from these
credit lines as of Dec. 31, 2004. Borrowing under the credit agreement is
based on LIBOR, and AWCC pays a commitment fee of 6.575 basis points
on the entire amount. For 2004, the weighted-average interest rate on the
outstanding lines was 1.43%.

Published by Standard & Poor's, a Division of The McGraw-Hill Companies, Inc. Executive
offices: 1221 Avenue of the Americas, New York, NY 10020. Editorial offices: 55 Water
Street, New York, NY 10041. Subscriber services: (1) 212-438-7280. Copyright 2006 by The
McGraw-Hill Companies, Inc. Reproduction in whole or in part prohibited except by
permission. All rights reserved. Information has been obtained by Standard & Poor’s from
sources believed to be reliable. However, because of the possibility of human or mechanical
error by our sources, Standard & Poor's or others, Standard & Poor's does not guarantee the
accuracy, adequacy, or completeness of any information and is not responsible for any
errors or omissions or the result obtained from the use of such information. Ratings are
statements of opinion, not statements of fact or recommendations to buy, hold, or sell any
securities.

The McGraw-Hill Companies
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Credit Opinion
Moody's tnvestors Service 17 OCT 2007

Credit Opinlon: American Water Works Company, Inc.

American Water Works Company, Inc.

NeW Jersey, Unifed States

Category Moody's Rating

Outlook Stable

Issuer Rating Baa2

Cont:

Analyst Phone

James O'Shaughnessy/New York 212.553.1607 e
William L. Hess/New York 212.553.3837

R

American Water Works Company, Inc. (New)
2004 2005 2006 LTM 6-2007

Funds from Operations / Adjusted Debt [1][2] 70% 6.7% 6.8% 7.9%

Retained Cash Flow / Adjusted Debt [2] ‘ 70% 6.7% 6.9% 7.9%

Common Dividends / Net Income Available for Common 0.0% 0.0% 0.0% 0.0%

Funds from Operations + Adjusted Interest / Adjusted 26x 24x  2.2x 2.4x
Interest [3]

Adjusted Debt / Adjusted Capitalization [2][4] 67.0% 68.8% 59.3% 53.5%

Net Income Available for Common / Common Equity 2% -12% 4% -3%

[1] FFO includes add-back of 2/3 annual operating lease expense [2] Debt is adjusted to include preferred stock,
BX rent, and underfunded pension obligation [3] Interest is adjusted to include 1/3 rent and preferred stock
dividends 4] Adjusted capitalization reflects the adjustments made fo debt

Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide.

Company Profile

Headquartered in Voorhees, New Jersey, American Water Works Company, Inc. ("American Water"), is an Indlrect
wholly-owned subsidiary of RWE AG and is the largest investor-owned provider of water, wastewater and related
services in North America. It is the parent company of numerous regulated water utility subslidiarles in the United
States and reported revenue in 2006 of $2.1 billion. American Water is multiples larger than other Investor owned
water utility companies within its peer group in the U. S. Assets supporting this revenue base include Its operations
in 32 states serving a population of approximately 16.2 million. Although American Water has non-regulated
businesses (approximately 12% of revenues) it is primarily viewed, on a consolidated basis, as a regulated water
utility company.

American Water Is a parent holding company with no direct debt obligations. lts primary financing vehicle is
American Water Capital Corp. ("Capital"), a finance subsidiary. American Water also incurs debt at the regulated
subsidiary level.

Recent Developments

On October 12, 2007, Moody's downgraded to Baa2 from Baa1 the senlor unsecured issuer rating of Capital.
Moody's also confirmed Capital's P-2 short-term rating. At the same time, Moody's assigned a (P) Baa2 senior
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+'ugecured rating to Capital's planned $1.5 billion note offering and a Baa2 senior unsecured Issuer rating fo

®

Capital's parent, American Water.

* The downgrade of Capital's long-term rating was prompted by RWE AG's planned divestiture of the company, via

initial public offering. The initial sale of RWE's interest in American Water is expected to happen in late-2007;
however, preceding that transaction, Capital is expected to issue $1.5 billion of senior unsecured notes in order to
substantially repay approximately $2.0 billion of inter-company debt currently owed to RWE. These notes are
expected to be Issued in October 2007. It Is Moody's understanding that the company wlll also issue $500 million
of "equity units" concurrent with the 1PO that will fund out the balance of inter-company debt owed to RWE.

The one-notch downgrade of Capital's senior unsecured issuer rating, and the assignment of a Baa2 issuer rating
to its parent, American Water, reflects the loss of implied support from RWE following the IPO, historically weak
consolidated credit metrics, and the increase in financial and operating risk going forward as a publicly traded,
stand-alone company. Moody's has also taken this opportunity to equalize the new rating for American Water, a
holding company, with its finance subsidlary, Capital, due to the existence of a "support agreement” between the
two entities that effectively backstops Capital's timely payment of principal and interest, as needed.

Rating Rationale

American Water has a number of positive rating factors contributing to its investment grade rating including
geographic diversity of operations and a mostly regulated rate structure which provides stability to cash flows over
time (approximately 88% of revenues were derived from regulated operations in 2006). The importance of water to
the communitles it serves Is also an important rating consideration. The ratings also reflect the company's current
soft consolidated credit metrics, large capital spending forecast, and risks surrounding the company's transition to
a stand-alone publicly traded company.

The key factor's influencing American Water's rating and outlook include:
GEOGRAPHIC DIVERSITY AND REGULATED OPERATIONS

With operations in 32 states and areas of Canada, American Water's operating reach Is considerable. On the
regulated side, American Water operates in 20 states including its largest operations in New Jersey, Pennsylvania,
and lllinois, which together accounted for nearly 50% of consolidated revenues in 2008. Although there can be
differences in the level of profitability at each subsidiary jurisdiction, the regulated nature of the business should
ensure a relatively stable and healthy return over time. Barriers to entry in this business are also very high given
the importance of water and the constraints related to collection and distribution of water. The geographic diversity
can also provide a balancing effect on the company's cash flows due to seasonal weather effects or timing of rate
filings.

SOFT CREDIT METRICS

American Water's cash flow derived credit metrics have exhibited weakness for some time and are considered
somewhat soft for the Baa2 rating (funds from operations (FFO) to total adjusted debt was approximately 7.9% for
the trailing twelve month period ended June 30, 2007). Moody's believes there is capacity for improvement as the
company has either filed or is planning to file for rate increases in many of the jurisdictions in which it operates
after a long period following RWE's acquisition where the company's ability to increase rates was limited due to
stay-out provisions agreed to in some jurisdictions. Going forward as a public company, we expect American
Water will also be under pressure to initiate and continually pay dividends on Its common stock.

CAPITAL INTENSIVE INDUSTRY

The regulated water utility business is highly capital intensive. Capital spending rates for American Water have
averaged 240% of depreciation from 2004-06 and this level of expenditures often leads to negative free cash flow,
which is not uncommon for regulated water and electric utilities. This funding is often financed with debt until "rate-
base" Is established and factored into allowed returns. This typically requires equity contributions to maintain the
targeted balance of debt and equity in the capital structure. Timely rate increases and the ability to attract new
equity capital will be two key drivers for maintaining the rating going forward as the water utility industry remains
capital intensive with infrastructure spending often a multiple of depreciation. American Water is facing a sizeable
capital spending plan and will need to finance additional rate base with debt and equity at levels appropriate for the
rating category to avoid future downward pressure on the rating or outlook given the magnitude of the planned
expenditures.

SUPPORT AGREEMENT WITH AMERICAN WATER CAPITAL CORP

Capital, a Delaware corporation, is the wholly-owned finance subsidiary of American Water and whose purpose is
to streamline the financing function, create cash management efficiency, and lower the cost of capital for American
Water's regulated water utility subsidiaries. Capital's senior unsecured Baa2 rating is now equalized with its parent,
American Water. We note that American Water has provided credit enhancement through a support agreement
between American Water and Capital. American Water will continue to own, during the term of the support
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2;Jagreem,ent, all of the voting stock of Capital. American Water has also committed to ensure that a positive tangible

®

ret worth-at Capital will be maintained at all times. In addition, if Capltal is unable to make timely payment of
interest, principal, or premium on any debt issued and outstanding, American Water has committed to provide
immediate and timely funds to Capital.

Moody's effectively views this structure a guarantee and has made no nofching differentiation between the two
entities. Nevertheless, we note that approximately 60% of American Water's consolidated debt will be borrowed at
Capital, with the balance at the various regulated operating subsidiaries where the material cash flows are
generated. We note that debt at Capital does not benefit from any explicit upstream guarantees from the regulated
utility operations nor does the debt obligations of the subsidiaries, including Capital, benefit from any explicit
downstream guarantee from American Water. Also important to note is that American Water's primary source of
cash to service debt at Capital comes from the company's regulated utility operations. Although Moody's believes
the current ratings capture the cash generating ability of those subsidiary operations, we note that dividends will be
limited to the retained, undistributed or current earnings of each jurisdiction.

NON-REGULATED OPERATIONS

We note that American Water also has a much smaller non-regulated water-related services segment
(approximately 12% of fiscal 2006 revenues) that will remain a part of its business model going forward. While this
business segment is considered a growth area and is less capital intensive, it is also less profitable. We note the
segment reported negative EBIT in 2005 and 2008. Consequently, the regulated operating subsidiaries will
continue to be the primary source of funds to service debt and to pay the expected dividends to its public
shareholders.

Liquidity

In terms of internal liquidity, Moody's generally expects American Water to generate at least $500 million in FFO

per year, with a weighting towards the second half of the year due to seasonality. In addition to internally

generated cash flows, Moody's expects that American Water will fund some short-term capital needs with
commercial paper borrowings. The $700 million commercial paper program established at Capital is backstopped °
by a five-year $800 million revolving credit agreement that expires in September 2012, There Is a relatively
balanced maturity schedule for existing debt. Although currently lightly utilized, Moody's expects the company may
moderately increase its utilization of commercial paper borrowings over the balance of 2007. Despite the modest
negative free cash flow expected aver the next four quarters, American Water's liquidity appears fo be sufficient fo
meet the company's needs.

Rating Outlook

The rating outlock is stable. Moody's considers the company's current weak cash flow driven credit mstrics but
also the room for improvement as the company flles for additional rate increases across many of its operating
jurlsdictions. Although Moody's does not expect a material increase in leverage post-IPO, there are number of
other potential cash flow uncertainties to consider, including possible dividend pressure as new publicly traded
company.

What Could Change the Rating - Up

The ratings for American Water are not likely to be upgraded in the near-term given the credit metrics and the
planned large capital spending program. Levels that would be seen as appropriate for the category include
consolidated FFO to adjusted debt in the mid teens with retained cash flow (FFO - dividends) to adjusted debt
measuring near 10%. .

What Could Change the Rating - Down

There are a number of considerations that Moody's would take into account and likely see as placing negative
pressure on American Water or Capital's rating. These considerations include any changes to the existing support
agreement between Capital and American Water as wall as any significant deterioration in credit metrics due to
fundamental business pressure. A prolonged period of financial results leading to FFO to adjusted debt in the low-
to-mid single digits for an extended period would place severe pressure on the rating.

© Copyright 2007, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, Inc.
(together, "MOODY"'S"). All rights reserved.

ALL INFORMATION CONTAINED HEREIN 1S PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE
COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY
FORM OR MANNER QR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All
Information contalned hereln Is obtained by MOODY'S from sources belleved by it to be accurate and reliable, Because of the
possibitity of human or mechanical errar as well as other factors, however, such information is provided "as is" without warranty
of any kind and MOQDY'S, in particular, makes no representation or warranty, express o implied, as to the accuracy, timeliness,
completeness, merchantabllity or fitness for any particular purpose of any such information. Under no circumstances shall
MOODY'S have any liability to any person or entlty for (a) any loss or dlamage In whole or in part caused by, resulting from, or
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MJEIBHI'IQ to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or
sny ofItS directors, officers, employees or agents in connection with the procurement, collection, compliation, analysis,
interpretation, communication, publication ar delivery of any such information, or (b) any direct, Indirect, special, cansequential,
compensatory or Incldental damages whatsoever (Including without limitation, lost profits), even if MOODY’S is advised in
advance of the possibllity of such damages, resulting from the use of or Inability to use, any such information. The credit ratings
and financial reporting analysis observations, If any, constituting part of the infarmation contained hereln are, and must be

(’\ construed solely as, statements of oplnion and not statements of fact or recommendations to purchase, sell or hold any

-~ securities, NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S IN ANY FORM DR MANNER WHATSOEVER, Each rating or other opinion must be weighed solely as one factor in any
Investment decision made by or on behalf of any user of the information contalned herein, and each such user must accordingly
make its own study and evaluation of each security and of each Issuer and quarantar of, and each provider of credit support for,
each security that It may consider purchasing, halding or selling.

MOODY'S hereby discloses that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and
commerclal paper) and preferred stock rated by MOODY'S have, prior to assignment of any rating, agreed to pay to MOODY'S for
appraisal and rating services rendered by it fees ranging from $1,500 to approximately $2,400,000. Moody's Corporation (MCO)
and its wholly-owned credit rating agency subsidiary, Moody's Investors Service (MIS), also maintain policies and procedures Lo
address the independence of MIS's ratings and rating processes. Information regarding certain affillations that may exist
between directors of MCO and rated entities, and between entities who hold ratings from MIS and have also publicly reported to
the SEC an ownership interest in MCO of more than 5%, is posted annually on Moody's webslte at www.moodys.com under the
heading “Shareholder Relalions - Corporate Governance - Director and Shareholder Affillation Policy."
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Rating Action: American Water Capital Corp. (New)

Moody's Downgrades American Water to Baa2; Confirms P-2 Short-Term Rating

New York, October 12, 2007 — Moody's Investors Service today downgraded to Baa2 from Baa1 the senior
unsecured issuer rating of American Water Capital Corp ("Capital"). Moody's also confirmed Capital's P-2
short-term rating. At the same time, Moody's assigned a (P) Baa2 senior unsecured rating to Capital's
planned $1.5 billion note offering and a Baa2 senior unsecured issuer rating to Capital's parent, American
Water Works Company, Inc ("American Water"). The rating outlook for both issuers is stable. Today's rating
action concludes the review for possible downgrade initiated on August 28, 2007.

Moody's review of Capital's short and long-term ratings was prompted by American Water's planned
recapitalization of the company in advance of the divestment, via initial public offering, from its current parent,
RWE AG (A1 stable). The initial sale of RWE's interest in American Water is expected to happen in late-
2007; however, preceding that transaction, Capital is expected to issue $1.5 billlon of senior unsecured notes
in order to substantially repay approximately $2.0 billion of inter-company debt currently owed to RWE.
These notes are expected to be issued in October 2007. It is Moody's understanding that the company will
also issue $500 million of "equity units" concurrent with the [PO that will fund out the balance of inter-
company debt owed to RWE.

The one-notch downgrade of Capital's senior unsecured issuer rating, and the assignment of a Baa2 issuer
rating to its parent, American Water, reflects the loss of implied support from RWE following the IPO,
historically weak consolidated credit metrics, and the increase In financial and operating risk going forward as
a publicly traded stand-alone company. Moody's has also taken this opportunity to equalize the new rating for
American Water, a holding company, with its finance subsidiary, Capital, due to the existence of a "support
. agreement" between the two entities that effectively backstops Capital's timely payment of principal and
{ > interest, as needed. Nevertheless, an additional concern is that approximately 60% of American Water's
consolidated debt will be borrowed at Capital, with the balance at the various regulated operating
subsidiaries where the material cash flows are generated. We note that debt at Capital does not benefit from
any upstream guarantees from the regulated utility operations nor does the debt obligations of the
subsidiaries, Including Capital, benefit from any downstream guarantee from American Water.

Moody's considers American Water's position as the largest investor-owned water utility in the U.S. and
geographic diversity with regulated operations in 20 states as being positive credit qualities. Moody's views
investor-owned water utilities in the U.S. as having greater long-term stability and supportive regulatory
treatment than most of their electric utility counterparts which has resulted good levels of historical cash flow
from such regulated operations. Although American Water's cash flow derived credit metrics have exhibited
weakness for some time and are consldered somewhat soft for the Baa2 rating (funds from operations (FFO)
to total adjusted debt was approximately 7.5% for the trailing twelve month period ended June 30, 2007),
Moody's believes there is capacity for improvement as the company has either filed or is planning to file for
rate increases in all of the jurisdictions In which it operates after a long period following RWE's acquisition
where the company's ability to Increase rates was limited due to stay-out provisions agreed to in some
jurisdictions. Timely rate increases and the ability to attract new equity capital will be two key drivers for
maintaining the rating going forward as the water utility industry remains capital intensive with infrastructure
spending often times at a multiple of depreclation. American Water Is facing a sizeable capital spending plan
and will need to finance additional rate base with debt and equity at levels appropriate for the rating category
to avold future downward pressure on the rating or outlook given the magnitude of the planned expenditures.

We note that American Water also has a much smaller non-regulated water-related services segment
(approximately 12% of fiscal 2006 revenues) that will remain a part of its business model going forward.
While this business segment is considered a growth area and is less capital intensive, it is also less
profitable. Consequently, the regulated operating subsidiaries will continue to be the primary source of funds
to service debt and to pay the expected dividends to its public shareholders.

The stable outlook reflects Moody's expectations that going forward there will be no material change to the
currently envisioned capltal structure. The refinancing will likely have a negative impact on American Water's
__financlal flexibllity going forward as the company terminates its historical reliance on funding from its larger
i > and more financially secure parent and switches to meeting those capital needs from the public debt and

./ equity markets as a standalone entity. Moody's expects the company to maintain adequate liquidity for its
operations primarily through Capital's $700 million commercial paper program which is currently back-
stopped by a committed multi-year $800 million revolving bank facility expiring in September 2012, Although
currently lightly drawn, Moody's expects the company may moderately Increase its utilization of commercial
paper borrowings over the balance of 2007.
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f-leadqﬁartered in Voorhees, New Jersey, American Water Works Company, Inc. is an indirect wholly-owned

“subsidifry of RWE AG and is the largest investor-owned provider of water, wastewater and related services

in North America. It is the parent company of numerous water utllitles in the United States and reported
revenue in 2006 of $2.1 billion.
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Rating Action: American Water Capital Corp.

Moody's Places American Water on Review for Possible Downgrade

New York, August 28, 2007 — Moody's investors Service has placed both the long-term and short-term
ratings of American Water Capital Corporation (Capital: Baa1, senior unsecured - Prime-2 and VMIG-2 short-
term ratings) on review for possible downgrade. Capital is the finance subsidiary of American Water Works
Company, Inc. (American Water). Today's rating action is in advance of Capital's planned $1.5 billion senior
unsecured note offering. The notes are a component of American Water's strategy to recapitalize the
company as it prepares to spin off, via Initial public offering, from its current parent, RWE AG (A1 stable).

The review will primarily focus on the anticipated loss of its funding support from RWE following the full or
partial sale of its equity interest in American Water. We note the proceeds from the note offering will in part
be used to refinance approximately $2.0 billion of existing inter-company debt and preferred stock of
American Water currently held by RWE. The refinancing will likely have a negative impact on American
Water's financial flexibility going forward as the company terminates its historical reliance on funding from its
larger and more financially secure parent and switches to meeting those needs from the public debt and
equity markets as a standalone entity. The company has advised that they expect the IPO transaction to take
place sometime in late-2007 and that all state regulatory approvals needed for RWE's divestiture have now
been received.

American Water's cash flow derived credit metrics have also exhibited weakness for some time and are
below what is commensurate with a Baa1 rating. For example, funds from operations (FFO) to total adjusted
debt was approximately 7.5% for the trailing twelve month period ended June 30, 2007. Moody's would
generally expect to see this measure at or near 10% for the Baa rating category for regulated water utilities.
We note as well that the water utility industry remains capital intensive with infrastructure spending often
times at a multiple of depreciation. As such, the review will focus on the extent and pace to which American
Water can improve its credit profile through expected rate increases across its service areas given the
ongoing need for substantial capital investment and usual regulatory lag. Moody's will also assess the
profitability and level of contributions made by American Water's non-regulated subsidiaries (approximately
12% of fiscal 2006 revenues) and how these businesses it into the company's strategy going forward. The
factors noted above notwithstanding, Moody's will continue to consider the long-term stability assoclated with
investor-owned water utilities in the U.S. and, in an environment of supportive regulatory treatment, the good
level of cash flow historically generated from such regulated operations. As such, any potential downgrade to
the long-term rating would likely be limited to no more than two rating notches.

Moody's will also focus on American Water's liquidity during this process and the extent to which any
potential delays, with respect to the senior note offering or the IPO, due to market conditions can be
accommodated. Capital currently has a $700 million commercial paper program backed by a committed
multi-year $800 million revolving bank facility. Although currently lightly drawn, Moody's expects the company
to increase its utilization of commercial paper borrowings over the balance of 2007 to serve as bridge
financing prior to the IPO.

Headquartered in Voorhees, New Jersey, American Water Works Company, Inc. is an indirect wholly-owned
subsidiary of RWE AG and is the largest investor-owned provider of water, wastewater and related services
in North America. It is the parent company of numerous water utilities in the United States and reported
revenue in 2006 of $2.1 billion.

New York
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Managing Director

Corporate Finance Group
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Issuer Comment: American Water Capital Corp.

Moody's Comments on American Water's $500 million Private Placement

American Water Works Company Inc.'s (American Water) planned $500 million senior unsecured bond offering
will have no immediate impact on Moody's rating of the company's financial conduit, American Water Capital
Corp. (Baat, negative outlook). The notes are expected to be placed privately and will have American Water
Capital Corp. as the sole obligor. As Moody's understands the transaction, proceeds will be used to refinance
existing Inter-company advances from RWE AG, its current parent, and will become a more permanent
component of its capital structure going forward. Both Moody's and American Water have historically considered
this inter-company class of obligations as debt. Consequently, for ratio calculation purposes this debt financing is
not viewed as being incremental. However, it will remove a certain level of flexibility on the part of American
Water as this obligation becomes a more defined contractual debt obligation with a stated maturity rather than an
obligation that could, in sffect, be rolled over indefinitely at the discretion of RWE. American Water is targeting the
completion of this financing by year-end 2006.

Moody's will continue to monitor the ratings of American Water as its plan to be divested from its current owner,

via initial public offering, progresses; along with any developments related to the company's future strategy,

business risk profile, and the ultimate level of debt to be employed in its capital structure post [PO. We note that
Moody's current negative outlook for senior unsecured obligations of American Water Capital reflects both the
relatively weak credit metrics for its rating category as well as the future elimination of support from its financially .
stronger parent, RWE, post IPO, which is expected to occur sometime in mid-2007.

Headquartered in Voorhees, New Jersey, American Water Works Company, Inc. is an indirect wholly-owned

subsidiary of RWE AG and is the largest investor-owned provider of water, wastewater and related services in

North America. It is the parent company of numerous water utilities in the United States and reported revenues of
(f)approximately $2.0 billion for the last twelve months ended September 30, 2006.

Contacts Phone
James O'Shaughnessy/New York 212-553-1607
James Hempstead/New York 212-553-4318
Michael Rowan/New York 212-553-4465
William L. Hess/New York - 212-553-3837
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"Rating Action: American Water Capital Corporation

Moody's assigns P-2 short-term rating to American Water Capital

Approximately $700 million of debt securities affected

New York, October 17, 2006 -- Moody's Investors Service assigned a Prime-2 short term rating to American
Water Capital Corp. (Capital) in connection with its new $700 million commercial paper (CP) program. At the
same time, Moody's affirmed Capital's existing Baa1 long-term senior unsecured rating and VMIG-2 short
term rating. The outlook remains negative.

The P-2 rating considers Capital's position as a financlal condult of American Water Works Company, Inc.
(Water Works), and reflects the understanding that the existing support agreement between the two entities
will continue to be maintained. Water Works has committed to ensure that a positive tangible net worth at
Capital will be maintained at all times. In addition, if Capital is unable to make timely payment of interest,
principal, or premlum on any debt issued and outstanding, Water Works has committed to provide immediate
and timely funds to Capital. ’

Capital's commercial paper program is fully backstopped by an $800 million five-year committed revolving
credit facility. Use of proceeds under the program includes general corporate purposes and refinancing of
existing credit lines. The backstop facility, which was signed on September 15, 2006, terminates in five years
(2011), has same-day borrowing availability and one financlal covenant permitting a maximum level of debt
to capitalization at Water Works of 70%. The credit agreement contains a material adverse change clause
only at the Initlal extension of credit; an event that occurred at the closing of the facility with the Issuance of
L/C's.

/" “Moody's long-term rating of Baa1 for Capital's existing senior unsecured obligations reflects the relatively
\.__sstable.nature of the cash flows expected from Water Works' regulated water utility businesses. Also
~ considered in the rating is Water Work's plan to be divested, via initial public offering, from its current owner,
RWE AG (A1 stable), of Germany. Moody's anticipates the company's capital structure following the spin-off,
expected by mid-2007, will reflect a partial refinancing of Water Works' existing debt that should not result in
a material Increase in leverage but will require a significant amount of refinancing of inter-company debt with
RWE.

At this time, the long-term rating Is constrained by the uncertainty surrounding the liquidity and capital
structure of American Water Works post IPO. Although RWE has no obligation to guarantee payments on
securities issued by Capital or other subsidiaries of Water Works, Moody's has historically considered the
financial strength of RWE and its ownership of Water Works in Capltal's rating. The elimination of this
relationship will likely be viewed negatively with respect to the company's overall credit profile which could
possibly result in a reassessment of the long and short term ratings, following the planned change of
ownership. Apart from the anticipated IPO transaction, the negative outlook also reflects the continuing
uncertainty surrounding prospects for rate recovery and the ability of Water Works to strengthen credit ratios
over time. We note as well that Water Works will soon be operating as a stand alone entity following its spin-
off from RWE, with all the financial and operating responsibilities attached thereto as a publicly traded
company.

Headquartered in Voorhees, New Jersey, Amerlcan Water Works Company, Inc. is an indirect wholly-owned
subsidiary of RWE AG and is the largest investor-owned provider of water, wastewater and related services
in North America. It is the parent company of numerous water utilities in the United States and reported

. revenue in 2005 of $2.0 billion.
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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 thisrequest on the grounds that itis 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

TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039
CHATTANOOGA MANUFACTURERS ASSOCIATION’S
FIRST SET OF DATA REQUESTS

Responsible Witness:  Michael Miller

Question:

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

base, please provide the following:

a.
b.

Response:
a.

A description of the purpose of including cash working capital in rate base.
Identify all previous Tennessee Regulatory Authority precedent for
developing cash working capital in the manner proposed by the Company
in this proceeding.

Please describe the purpose of a lead-lag study in estimating an
appropriate amount of cash working capital for regulated utility operations.
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.

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.

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)



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039
CHATTANOOGA MANUFACTURERS ASSOCIATION’S
FIRST SET OF DATA REQUESTS

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.

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.

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.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039
CHATTANOOGA MANUFACTURERS ASSOCIATION’S
FIRST SET OF DATA REQUESTS

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.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039
CHATTANOOGA MANUFACTURERS ASSOCIATION’S
FIRST SET OF DATA REQUESTS

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.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039
CHATTANOOGA MANUFACTURERS ASSOCIATION’S
FIRST SET OF DATA REQUESTS

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.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039
CHATTANOOGA MANUFACTURERS ASSOCIATION’S
FIRST SET OF DATA REQUESTS

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 wunduly 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.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 08-00039
CHATTANOOGA MANUFACTURERS ASSOCIATION’S
FIRST SET OF DATA REQUESTS

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-109.



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 Max Ratio of

Day Hour Max Hour

Ratio Ratio To Max Day
The York Water Company 1.44 1.84 1.3
Pennsylvania American 1.40 2.10 1.5
Agua 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

Kentucky American

York Water

West Virginia American

Virginia American

Pennsylvania American

New Jersey American

New Mexico American
Missouri American

lowa American
Aqua Pennsylvania

Bethlehem, City of

Ohio American
Artesian Water Co.
Arizona American

Year of Study

2001
2004
2007
2001
2003
2004
2006
2008
2000
2003
2007
2001
2002
2004
2008
2001
2003
2007
2003
2006
2008
2006
2003
2006
2008
2001
2001
2003
2005
2007
2005
2007
2007
2008
2008

Proposed
Rate Design

Class Specific
Across the Board
Across the Board
Across the Board
Class Specific
Across the Board
Across the Board
Across the Board
Across the Board
Across the Board
Across the Board
Across the Board
Across the Board
Class Specific
Class Specific
Class Specific
Class Specific
Class Specific
Class Specific
Class Specific
Class Specific
Class Specific
Class Specific
Across the Board
Class Specific
Class Specific
Class Specific
Class Specific
Class Specific
Class Specific
Across the Board
Across the Board
Class Specific
Class Specific
Class Specific
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CERTIFICATE OF SERVICE

day of May, 2008, upon the following:

Timothy C. Phillips, Esq.

Consumer Advocate and Protection Division
Office of Attorney General

2nd Floor

425 5th Avenue North

Nashville, TN 37243-0491

David C. Higney, Esq.

Counsel for Chattanooga Manufacturers Association
Grant, Konvalinka & Harrison, P.C.

633 Chestnut Street, 9th Fioor

Chattanooga, TN 37450

Henry M. Walker, Esq.

Counsel for Chattanooga Manufacturers Association
Boult, Cummings, Conners & Berry, PLC

Suite 700

1600 Division Street

Nashville, TN 37203

Michael A. McMahan, Esq.

Special Counsel

City of Chattanooga (Hamilton County)
Office of the City Attorney

Suite 400

801 Broad Street

Chattanooga, TN 37402

Frederick L. Hitchcock, Bsq.
Haroid L. North, Jr., Esq,
Counsel for City of Chattanooga
Chambliss, Bahner & Stophel, P.C.
1000 Tallan Building
Two Union Square
Chattanooga, TN 37402 -
/ 74 %ﬂz




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 ) DOCKET NO. 08-00039
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

COUNTY OF KANAWHA

I, MICHAEL MILLER, Treasurer/Comptroller for Tennessee American Water Company,
do hereby certify that the foregoing responses to the Chattanooga Manufacturers Association's
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 .2 774 day of May, 2008.

Y Y YA

(51gn fure)

' JCA;@/ 4/5%//4"7"

{printed name)

Sworn to and subscribed before me this day of May, 2008.
%// M

NOTARY PUBLIC
My Commission Expires:
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&, Cjﬂ / i/ D e OFFICIAL SEAL :
FTNE, MOTARY PUBLIC

STATE OF WEST VIRGINIA
VANESSA 8, TURNER
o8 Oakwood Drive
/ dadison, WV 25130
by Commission Expires July §, 2012
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