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TENNESSEE AMERICAN WATER COMPANY 
Docket No. 08-00039 

Tennessee Regulatory Authority Staff Data Request No. 5 
 
 
Responsible Witness: Sheila Miller 
 
 
Question: 

1. The Authority issued a Data Request on May 12, 2008 that Tennessee American 

Water Company (TAWC) responded to on May 28, 2008.  The Data Request 

sought detailed calculations of both expenses and revenues based on Exhibit 

No. 2, Schedule 3 (Summary of Adjustments to Operation and Maintenance 

Expenses) and Exhibit No. 2, Schedule 2 (Operating Revenues Per Books for the 

Test Year and for the Attrition Year Under Both Present and Proposed Rates) 

respectively.  The detailed calculations were provided: however, the accounting 

exhibit/schedules that were originally provided have not been filed with updated 

information to include the adjustments reflected in the Data Response of May 28, 

2008.  The following adjustments were provided: 

• Customer Accounting:   $ 6,403 

• General Office Expense:     3,825 

• Other Maintenance Expense:    14,773 

• Miscellaneous Expense:  38, 556 

Please provide all accounting exhibits/schedules with the new updated 

information based on the calculations provided in the Data Response of May 28, 

2008. 

 

Response: 
Attached are the following amended Accounting Exhibits/schedules detailing the 

adjustment for the inflation factor included in the data response of May 28, 2008 

which are also included on the enclosed CD on the excel file labeled as TN-TRA-

05-Q01.xls: 

 

 



Amended Exhibit No. 1, Schedule 1 – Overall Financial Summary (See tab 

 labeled as Exh 1 Sch 2 on the CD) 

Amended Exhibit No. 2, Schedule 2, Pages 1 – 3 – Computation of Attrition Year 

 Rate Base (page 3 Net Additions did not change) (See tab labeled as Exh 

 2 Sch 2 pg 1; Exh 2 Sch 2 pg 2; Exh 2 Sch 2 pg 3 on the CD) 

Exhibit No. 2, Schedule 2 – Operating Revenues (new tariffs were not calculated 

 and as a result this exhibit was not amended) (See tab labeled as Exh 2 

 Sch 2 on the CD)  

Amended Exhibit No. 1, Schedule 3, Pages 1 – 6 – Computation of Working 

 Capital (pages 4-6 did not change) (See tab labeled as Exh 1 Sch 3 pg 1; 

 Exh 1 Sch 3 pg 2; Exh 1 Sch 3 pg 3; Exh 1 Sch 3 pg 4; &  Exh 1 Sch 5 & 6 

 on the CD) 

Amended Exhibit No. 2, Schedule 1 – Statement of Income (See tab labeled as 

 Exh 2 Sch 1 on the CD) 

Exhibit No. 2, Schedule 2 Operating Revenues (The Company did not change 

 the tariffs or bill analysis from the original filing and as a result this 

 schedule did not change) (See tab labeled as Exh 2 Sch 2 on the CD) 

Amended Exhibit No. 2, Schedule 3 – Summary of Adjustments to Operation & 

 Maintenance Expenses (See tab labeled as Exh 2 Sch 3 on the CD) 

Exhibit No. 2, Schedule 4 – Pages 1 & 2 – Summary of Adjustments to 

 Depreciation and Amortization Expenses (this Exhibit did not change) 

 (See tab labeled as Exh 2 Sch 4 pg 1 & 2 on the CD) 

Amended Exhibit No. 2, Schedule 5 – Summary of Adjustments to Taxes Other 

 than Income (See tab labeled as Exh 2 Sch 5 on the CD) 

Amended Exhibit No. 2, Schedule 6, Pages 1 & 2 – Summary of Income Taxes 

 (See tab labeled as Exh 2 Sch 5 pg 1 & 2 on the CD) 

 

The original capital structure and bill analysis were not amended. 

 

The original excel files in response to TN-TRA-01-Q01 detailing the adjustments 

to customer accounting, general office, miscellaneous expense, and 



maintenance expense are also included on the enclosed CD.  The details of each 

adjustment to the inflation factor are highlighted in yellow for easy reference.  

The Company originally filed using an inflation factor of 2.3%, but this only 

included the month of the attrition period beginning in September 2008 through 

August 2009.  The months from our historical test period ending November 30, 

2007 through August 2008 were not included in the inflationary adjustment.  The 

inflation factor was recalculated to include the entire twenty-one month period 

from the end of the historical test year to the end of the attrition period.  This 

inflation factor calculates to 3.94% as shown on attachment 1.   The calculation is 

also included on the enclosed CD on the tab labeled as “Inflation factor”.   

 

There is one correction to the inflation adjustment on the miscellaneous expense 

line.  Originally the new inflation factor of 3.94% was applied to an ending 

balance that had also included the inflationary increase of the 2.3%.  This has 

been corrected and reduces the adjustment of the inflation factor from $38,556 to 

$28,419.   See this correction on the excel file included on the enclosed CD 

under the “Misc detail” tab. 

 

Corrected schedules for each inflationary adjustment are attached and labeled as 

follows: 

 

Customer Accounting Amended – an increase to expense of $6,403 

General Office Expense Amended – an increase to expense of $3,825 

Miscellaneous Expense Amended – an increase to expense of $28,419 

Maintenance Expense Amended – an increase to expense of 14,773 

 

The attached exhibits also include adjustments for the following items to correct 

for more current chemical contract prices, more current EPB tariffs, and errors or 

omissions in the Company’s original filing that have become apparent during this 

case: 

 



• CWIP adjusted to a 13 month average (decrease to rate base of $1,086,539).  

See attachment 2.  The Company originally filed using the CWIP balance at the 

end of the attrition period.  See the adjustment on the enclosed CD under the 

“CWIP” tab.   

• Fuel & Power adjusted to current tariff rates as of April 1, 2008, and the fuel cost 

adjustment (FCA) effective July 1, 2008 plus an average increase to the FCA for 

the attrition period (decrease expense of $64,216).   See attachments 3 and 4.  

  

This variance is due to using actual tariff rates as of April 1, 2008 and the current 

fuel cost adjustment (FCA) as of July 1, 2008 plus an average percentage 

increase for the FCA for the attrition period.  The average FCA of 30.89% was 

calculated on the change over the last three quarters beginning with the 

decrease from October 31, 2007 to January 1, 2008, the increase from January 

1, 2008 to April 1, 2008, and the increase from April 1, 2008 to July 1, 2008.  Due 

to the fluctuations in this fuel cost adjustment over the last two years, as 

indicated on attachment 5, the Company used the conservative approach by 

utilizing an average over the last three quarters.  The FCA is embedded in the 

EPB usage charge tariff amount.  To arrive at the new usage charge, the prior 

FCA amount must be subtracted from the current tariff “usage charge” and the 

new FCA added.   See attachment 5 and the “FCA” tab on the enclosed excel 

file.  The tariff rates that were used by the Company in making this adjustment 

are blocked on the Fuel and Power schedule as shown on attachment 6.   

 

• Chemicals adjusted for 2009 contract prices for January – August 2009 (increase 

to expense $509,950) 

 

The chemical adjustment was amended to reflect the new 2009 contract 

chemical prices.  The cost was prorated by multiplying the historical test year 

usage by the 2008 contract prices and utilizing 5/12’s of that cost and multiplying 

the historical test year usage by the 2009 contract prices and utilizing 8/12’s of 

that cost.   An average cost per CCF is then calculated on the test year system 



delivery.  That average cost per CCF is then applied to the normalized system 

delivery to arrive at the normalized chemical cost and attrition year system 

delivery to arrive at the attrition year chemical cost.    

 

The Company received bids for a one-year contract and a 90-day contract.  Due 

to the fluctuations in pricing over time, the Company will accept the 1-year bid 

prices.  See attachment 7 for the 2009 chemical contract prices.   Also refer to 

the excel file on the enclosed CD under tab “chemical bids 2009”.  The chemical 

adjustment is detailed on attachment 8.  Also refer to the excel file on the 

enclosed CD under tab “chemical adj”.   

   

The last three adjustments reduce working capital by eliminating the following 

items that the Company originally included in error:   

 

• Eliminated average cash from working capital schedule (decrease in working 

capital of $214,257) 

• Eliminated prepaid insurance from working capital schedule (decrease in working 

capital of $97,506) 

• Eliminated unamortized debt expense from working capital schedule (decrease in 

working capital of $290,559) 
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TENNESSEE AMERICAN WATER COMPANY 
Docket No. 08-00039 

Tennessee Regulatory Authority Staff Data Request No. 5 
 
 
Responsible Witness: John Watson 
 
 
Question: 

2. Please provide copies of all previous and current contracts with Walden Ridge. 

 

Response: 
See attached contract included with the response to question 6. 

 



TENNESSEE AMERICAN WATER COMPANY 
Docket No. 08-00039 

Tennessee Regulatory Authority Staff Data Request No. 5 
 
 
Responsible Witness: Michael A. Miller 
 
 
Question: 

3. Why did TAWC eliminate Walden’s Ridge revenue from the filing as stated in 

Sheila Miller’s Direct Testimony, page 6? 

 

Response: 
The Water Purchase Agreement with Walden’s Ridge Utility District approved by 

the TRA by Order dated March 16, 2004 in docket number 03-00452 states at 

page 4, “The rate is guaranteed for three (3) years from the Date of Service.”  

The initial date of service was March 2006.  Because the Walden’s Ridge rate is 

not subject to increase in this case, per the approved contract, the Company 

believes it is proper to eliminate the cost of service elements related to providing 

service to Walden’s Ridge in this proceeding as indicated in the Company’s filing 

in this case. 

 

 



TENNESSEE AMERICAN WATER COMPANY 
Docket No. 08-00039 

Tennessee Regulatory Authority Staff Data Request No. 5 
 
 
Responsible Witness: Michael A. Miller/Sheila Miller 
 
 
Question: 

4. Has TAWC included any revenues, expenses or investments in rate base relating 

to Walden’s Ridge?  If so, please identify all revenues (type of revenues), 

expenses (by account) or investments in rate base relating to Walden’s Ridge. 

 

Response: 
No.  TAWC has eliminated those items from this rate filing related to Walden’s 

Ridge.  This includes sale for resale revenues in the amount of $434,810, utility 

plant in the amount of $4,455,819, accumulated depreciation in the amount of 

$187,014, chemical cost of $33,790, fuel and power cost of $44,342, and 

depreciation expense $74,806. 

 



TENNESSEE AMERICAN WATER COMPANY 
Docket No. 08-00039 

Tennessee Regulatory Authority Staff Data Request No. 5 
 
 
Responsible Witness: Sheila Miller 
 
 
Question: 

5. Explain Account #510100 (Purchased Water – Outside).  Specifically, explain 

what is meant by “Outside.” 

 

Response: 
This account includes water purchased from other municipalities or water 

authorities that are not affiliates of American Water Works Company, Inc. 

 



TENNESSEE AMERICAN WATER COMPANY 
Docket No. 08-00039 

Tennessee Regulatory Authority Staff Data Request No. 5 
 
 
Responsible Witness: John Watson 
 
 
Question: 

6. Please provide us with a copy of the special contracts with Walden’s Ridge, 

Signal Mountain, Fort Oglethorpe, and Catoosa.  

 

Response: 
See attached. 
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