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Tennessee-American Water Company
Case No. 08-00039

Rebuttal Testimony
John S. Watson

Q. Please state your name and business address?

A. My name is John S. Watson and my business address is 1101 Broad Street,

Chattanooga, Tennessee, 37402.

Q. Mr. Watson have you filed testimony is this rate case?

A. Yes, I have filed direct testimony in this case (TRA Docket No. 08-00039) on behalf

Q.
A.

of Tennessee American Water Company (“TAWC”).

What is the purpose of this testimony?
To rebut the testimony of the Intervenors’ witnesses regarding the basis and need for

TAWC’s rate request, how TAWC justifies its request and the components thereof.

DECISION TO SEEK A RATE INCREASE

Q. Mr. Watson, as a preliminary matter, can you please describe the process within

A.

TAWC that leads to the Company’s decision to seek a rate adjustment?

Each rate increase is about a regulated water company that is making an investment in
the water system. The Company prepares its business plan from the bottom up, and
looks at all of the requirements it has, the expectations about ifs operating costs
(which factor in customer service expectations and regulatory requirements), the
revenues, the investment, the financing of long-term and short-term debt and equity
infusion, organic growth of the water system, and its capital investment program
needs.  Additionally, we rely upon the Clean Water and Drinking Water
Infrastructure Gap Analysis, which is a report by the U.S. EPA, as a definitive source
of information about the current state of water and wastewater system infrastructure

of utilities. This data is updated or supplemented on an annual basis to stay current



WO =1 Oy B W o

L) W B N R DY N R RN N DD e s e e e e e
WO\DOO\JG\U\&UJNMO\QOO\JO\M#UJM:—:O

on the issues of aging utility assets and ongoing efforts to maintain and improve the

condition of this critical infrastructure in our nation’s cities.

Procedurally, Mr. Miller reviews the business plan of the Company and advises me
regarding the need to obtain rate recovery based upon the business plan. We use a
very rigorous process to review at least monthly - at a minimum — the Company’s
financial performance. In so doing, we drill down into individual expenses, costs of
supplies and materials, and services we must obtain externally in the marketplace and
continually strive and work to drive those costs down. If that is not possible, then we
seek to contain the costs, improve efficiencies, improve work methods through
training and development, use technology to increase productivity, and make capital
investments to replace and upgrade the assets and equipment that are required for us
to provide quality service. However, if the Company cannot recover its investment
and necessary operating costs to the degree necessary to achieve a reasonable return
on its capital investments, then I as President, along with the Officers and Directors,
have the obligation to seek a rate adjustment. In that instance, Mr. Miller and I
jointly report to the Board of Directors of Tennessee American regarding the business
plan and the recommendation to seek rate relief. We also advise on the duration and
the impact of a rate request and identify the steps to address the shortfall, as well as
the steps necessary to request a recovery of expenses, and investment in plant,

property and equipment in water rates.

EMPLOYEE LEVELS

Q. In the course of this rate request, Tennessee American has requested

authorization for 114 employees. Intervenors’ witnesses have questioned this
requested staffing level. How did the Company determine the proper level of

employees to include in its petition?

. TAWC’s employee number is derived from the number of employees the Company

needs to provide the level of service that the Company must achieve to fulfill
customer service expectations and regulatory requirements. I must emphasize that no

position is surplusage. The decision to create new positions or hire additional
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personnel is driven by consumer and regulatory demands and is only implemented
after a careful assessment of demands at present and going forward. Consequently,
when TAWC service metrics in 2005 evidenced that the Company required more
management and support level staff to maintain and improve the provision of water
service to its customers, TAWC undertook to hire thirty-seven additional employees
over the course of 3% years (2005 through July 2008) — seven of those employees

have been hired since 2007.

How does TAWC’s assessment of TAWC’s needed workforce compare with the
CAPD’s witness, Mr. Buckner’s, assessment?

Mr. Bucker recommends a reduction in TAWC workforce by five positions. This
would seriously compromise TAWC’s ability to provide quality water service to its
customers. Moreover, the “headcount” adjustment downward by Mr. Buckner is
inconsistent with the direct testimony of CAPD witness Michael Chrysler in TAWC
Docket 06-00290. In that case, Mr. Chrysler complemented TAWC for the service
mefrics reporting, TAWC’s level of service, and prompt customer response that the
metrics illustrated. Mr. Chrysler went so far to say that those metrics were a model
for other utilities. Mr. Buckner’s recommended workforce reduction would have the
effect of undermining one of the driving factors behind the service level

improvements that Mr. Chrysler so recently touted.

What would be the effect of Mr. Buckner’s recommendation?

In essence, the effect of his proposal would be increased overtime, but in fact, Mr.
Buckner also argues that overtime should also be reduced in the attrition year. By
recommending both the elimination of five positions and reduction in overtime, Mr.
Buckner is effectively claiming that the functioning of the five positions at issue
should not be performed by anyone. Yet, if TAWC did not perform the functions for
which the five positions are responsible, the CAPD would no doubt be among the
first to fault TAWC for decreases in service, water quality, or some other
consequence of not fulfilling the responsibilities of these posts. Thus, the Company

found it entirely necessary to fulfill the duties assigned to these positions since
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Tanuary 31, 2007 to operate the business at a level of service that TAWC customers

and government regulators demand.

What was Mr. Buckner’s methodology in justifying his recommendation?

Mr. Buckner states that the TRA “should set rates upon actual employee levels, and
not on speculative employment levels.” Mr. Buckner used the actual employment
level at March 31, 2008 of 109 employees to support his adjustment, claiming that
“CAPD used current employee levels because TAWC has a history of inflating its
employee costs by including in rates speculative employee levels that are not

achieved.”

Please address Tennessee American’s response to Mr. Buckner’s general
methodology for determining employment levels.

We disagree strongly with Mr. Buckner’s request to reduce TAWC’s workforce to
109 employees based upon the actual employment level of the Company on March
31, 2008. Mr. Buckner’s basis for establishing the appropriate level of employees or
expense during the attrition year is an incorrect approach in light of TAWC’s service
obligation and regulatory requirements. Moreover, Mr. Buckner’s cherry-picking of
the March 31, 2008 actual employment level, which was low for that time period,

simply does not reflect actual 2008 employment levels and needs. Nor does it

consider workforce turnover and movement — a significant factor affecting employee

levels.

It is critical to Tennessee American’s operations that it be authorized to fill each
position requested in this case. As is the case with any company, all positions may
not necessarily be filled at all times, but each position designated fulfills a particular
need and function that is necessary to provide adequate customer service levels. 1
reviewed Mr. Buckner’s direct and supplemental testimony, and I can only conclude
that if Mr. Buckner’s recommendations were adopted, the Company’s ability to
continue to meet customer expectations and regulatory requirements would be

severely compromised. Further, I see no evidence that Mr. Buckner has performed
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any analysis of the job functions that Tennessee American must perform. Absent
such analysis, Mr. Buckner cannot, and does not, offer any justified explanation why
the company should or could operate properly with these positions left vacant

indefinitely.

. But Mr. Watson, Mr. Buckner claims that TAWC’s employee Ievel is speculative

— how do you respond to that?

. TAWC’s requested employee level is not speculative. The 114 employees included

in the Company’s petition is the result of a tremendous amount of thought and
investigation to determine the number of employees needed to meet the Company’s
mission of service. The employee level of 114 reflects the number of employees
who are needed and required to meet the service levels during the atfrition year in
this case. Bach position has particularized responsibilities that will play an integral
role in the Company, however, due to the natural occurrence of workforce turnover,
there are at times vacant positions that reduce TAWC’s workforce below full-
strength. The Company has been working diligently to fill vacancies as they occur.
TAWC is not speculating as to its needs and the mere fact that every position is not
filled at all times does not make the need for those positions speculative. Instead, it
means that the responsibilities of the vacant positions must be covered by others
(overtime contract work) or deferred. These are not long-term solutions and result in
increased costs and/or further employee turnover due to excess work demand —

which only compounds the problem.

Q. Mr. Watson, you mention workforce turnover as playing a sigaificant role in

determining employee levels — can you please explain?

A. Certainly. Workforce turnover is an unavoidable aspect of a business that
oftentimes renders actual workforce numbers, as used by Mr. Buckner, misleading.
Mr. Buckner’s assessment ignores the corporate reality that all necessary positions
cannot be filled at all times — i.e., that staffing a utility is a dynamic process. The
fact that the Company is not always at full strength due to turnover in no way reflects

a lack of desire, effort or need; instead, it’s related to events beyond the Compény’s
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control. The Company undertakes great effort to maintain a strong and productive
workforce, but TAWC has experienced about a 32.4% turnover in the workforce
during the past 3% years. Such turnover results in large part from the Company’s
aging workforce — a trend occurring across other business sectors as well. This
turnover is typically due fo retirements, resignations, and in some cases, severance,
termination for cause, or death — events largely beyond the Company’s control. In
light of these factors, in addition to normal employee turnover from events like
medical leave, military duty, or personal relocations, it is understandable that TAWC

cannot always maintain full employment levels.

In addition, such vacancies in the interim period require the Company to assign
overtime to hourly employees, reschedule work activities, or delay the work activity
that could be done on a pre-scheduled basis — but as previously noted, the remaining
demands on other employees can also increase the risk of turnover, further
compounding turnover. Similarly, by ignoring vacant, but needed, positions, Mr.
Buckner’s adjustment does not account for the costs TAWC incurs related to that
vacancy, namely, cost for temporary service personnel, meal allowances, use of
contracted services, recruiting expenses, physical exams, and fees for background
checks that are incurred to fill vacancies within the Company. Only in some cases
can the loss of an employee be absorbed on a short-term basis. Stated another way,
the functions of vacant positions must still be performed at a human and financial
cost and the Company must expend funds to fill vacancies. As such, Mr. Buckner

ignores the realities of operating a 24/7 customer-oriented utility.

Importantly, however, that reality in no way diminishes the Company’s need for
those positions to be filled — it simply means that TAWC has identified a specific
number of positions necessary to carry out its operations, but that unavoidable
fluctuations in the workforce necessarily will result in vacancies at times. As a
result, those actually employed will usually tend to be lower than the number of
those that need to be employed. Tennessee American makes every effort to

aggressively recruit, hire, and train new employees into the TAWC workforce to
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A.

sustain and improve its service level. Mr. Chrysler recognized TAWC’s efforts in
this respect in Tennessee American Water Case 06-00290 and complemented TAWC
for developing and responding to the service metrics requirement from the 2004
TAWC Rate Case and stated “this is a good example of operating transparency for
other utilities in Tennessee.” TAWC has no intention of inflating its” payroll
expense and does not do so. Instead we seek to find and hire qualified people who

are needed to provide quality services to our customers.

Based on your explanation of workforce turnover, how does that relate to Mr.
Buckner’s criticism that TAWC does not achieve its requested employee levels?

First, and contrary to Mr. Buckner’s contention, TAWC’s employment history
supports the argument that TAWC has a need for the requested positions and
diligently works to achieve the requested employee levels. As a general matter, the
continued personnel growth throughout TAWC’s employment history dictates that

TAWC’s current levels must expand to keep pace with operating demands.

Mr. Buckner’s statement is also specifically undermined by TAWC’s service metric
reporting, which required TAWC to have 29 hourly personnel to achieve certain
levels of performance. Similarly, Mr. Buckner’s assessment also fails to recognize in
the payroll adjustment to labor expense that TAWC’s employment level has
continued to increase toward the number of employees requested in this present rate
case. The Company needs those employees to maintain adequate coverage on the
meter replacement program and for other related duties. Mr. Buckner’s statement is
unjustified and should not be considered because it misrepresents the work that is
being assigned daily. Under Mr. Buckner’s logic, the employees who must complete
service orders and read the meters would be required to perform the same amount of
work, but with fewer employees. Although those employees are currently having to
make up for the absence of three employees, this is being achieved through overtime
as a temporary means to an end until three replacement employees can be hired. The
Company must recover the expense of these necessary positions so that the Company

can pay to have the work assigned to these positions fulfilled, such as service order
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execution, meter reading functions, and other such functions the Company must
perform to maintain the high level of quality service our customers have come to
expect. Tennessee American employees are directly responsible for successes in
delivering the work underlying TAWC’s service metrics during 2007 and 2008,
which demonstrate that it takes people, planning, objectives, and training in order for
the Company to continue to provide excellent customer service. Tennessee
American, in all of those important operational areas, requires these additional

personnel as T have explained above.

Further, a closer examination of the Tennessee American workforce levels would
show that the TAWC employee headcount during the period from May 2006 through
January 2007 has been equal to or greater that the employee level Mr. Buckner
recommended be approved in the 2005 case. In that case, Mr. Buckner recommended
that three union positions be eliminated and three management positions be
eliminated. The vacancies and additional positions have since been filled. The
management positions are additional positions where we have identified operational
gaps that must be filled and have had offers accepted for three of those. Aside from
the natural challenge of finding and attracting qualified candidates to these highly
technical positions, which often requires particular licensing and certifications, it is
also my duty to offer existing employees an opportunity to advance within the
Company, which can become a lengthy process of bidding prescribed by the TAW
union contracts. Either way, when a position is filled, it is the result of a time-
consuming and lengthy process that can often result in gaps in employment levels,
which must be addressed through employee overtime, deferred work, or contract

work— all of which result in expense to the Company.

Finally, it is important to realize that TAWC has made great strides in service
improvement since the 2004 rate case thanks to increased employment levels, the
improvements in service metrics, the dedication of the Company’s employees, and

the Company’s commitment to make investment in people and capital. Accordingly,
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the need for additional personnel is supported by the continued growth of TAWC’s

workforce throughout the course of its history.

Q. Mr. Watson, Mr. Buckner asserts that the current level of TAWC employees is

sufficient to sustain the Company’s provision of high quality water service — how

do you respond to that?

. Once again, Mr. Buckner ignores the reality of TAWC’s customer growth in terms of

size and expectations. As early as 2004, when I began working for TAWC, it guickly
became apparent to me that TAWC, and particularly the company’s field operations
component, was not adequately staffed to accomplish all the tasks that are integral to
meeting customer expectations. As a result, we committed to hire additional
personnel in certain areas that were key to reducing estimates in favor of actual meter
readings, addressing the increasing trend in service order requests (i.e., higher
customer service expectations), and to implement the Company’s meter replacement
and testing program, which was on target as of December 31, 2006 and as of
December 31, 2007. We are on target fo complete the 2008 meter replacement
program targets with the requested staffing level. As has been identified in City of
Chattanooga First Discovery Data Request No. 17, the number of service orders has
increased substantially over the last 3% years from 55,910 in 2003 to 101,363 orders
— this represents an 82 % increase. Overtime was initially part of the answer, but this
was not a viable long-term option. Instead, our success in meeting this increased
demand is partly due to additional investments in technology, but the real critical
factor in improving our service has been achieved through additional personnel and
establishing baseline goals regarding improvements. Those goals provide us with a
measurable way to document service order tracking and through the extraordinary
efforts of our employees, Tenmessee American has completed this work on time over

99 ,5% of the time.

Also, Tennessee American has been rebuilding and reinforcing its employee ranks
after a restructuring by TAWC’s parent company, AWK, cut deeply into the

personnel level in some areas. Since that time, I have continued to evaluate the



OO0 ~1 v W B W e

98] BN OROR N OB R N e e e 3 s e e e 2

staffing levels to balance the level of employees in the workforce and the efficiencies
that we can employ to control expenses. As a result, we have found operational gaps
in TAWC that we have worked to eliminate. This has been accomplished by
identifying positions of both hourly and management personnel that are necessary to
servicing our customers and working with our local managers to employ the resources

necessary to achieve our goals and meet our demands.

Notably, the Company has filled the positions that it identified in the 2006 Rate Case.
The result was a full complement of 86 bargaining unit employees and 25
management employees in the TAWC workforce, which was consistent with the
Company’s 2006 Rate Case. In the past, I have identified the need for certain new
positions; I will review TAWC’s staffing history for the purposes of clarifying the
employee head count levels that occurred beginning in the January 2007/February
2007 timeframe.

A vacancy in an existing position called Laborer/1¥ Relief Process Technician was
opened for bids on January 12, 2007. Bids were submitted by January 19, 2007.
Charlotte Hutsell, the Laborer/2nd Relief Process Technician was awarded this
position to be effective January 29, 2007. By placing an internal employee in the
open position, the Company then sought to backfill Ms. Hustsell’s former position.
Internal bidding was opened January 25, 2007, but no existing employees bid on this
vacancy. The Company prepared the appropriate advertisement for newspaper and
external agencies publication and began interviewing applicants on March 15, 2007.
Upon completion of the interviews, an offer was made, and the offer was accepted
subject to physical exam and background check of James E. Beets, who began

employment on April 9, 2007.

Tn May 2006, the company conducted a review of the Distribution Department and
determined that it would be necessary to inspect and maintain approximately 5000
fire hydrants TAWC owns at least once a year. In accordance with that goal, the

company found it could only meet that required schedule by hiring an additional

10
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employee as a Truck Driver/Utility Worker. The position was budgeted in the
company’s business plan effective January 2007. The Company, in accordance with
the bargaining unit agreement, opened the bid on this position on December 8, 2006
to be effective in January 2007. Mr. Erich Hawes, a Field Service Representative,
was ultimately the successful bidder and was awarded the position and assigned the

work effective January 29, 2007 or within approximately six weeks.

The resulting Field Service Representative vacancy of Mr. Hawes was bid on January
29, 2007. However, no existing bargaining unit employee bid on the position during
ther 90-day bid period required by TAW union contract, which then resulted in the
company pursuing external advertising for this position as previously described as

well.

In another instance James Baggett, a field services representative, advised the Human
Resources Department on January 15, 2007 that due to the serious health condition of
his 93 year old mother, he needed to submit a request for early retirement effective
March 1, 2007. The Company posted a bid for internal candidates to apply for the
position in late January, but no internal candidates bid for the position during the 90-
day period. The position was then externally advertised. The position was filled

shortly thereafter.

As noted, in each of those cases where a vacancy occurred, within approximately six
to eight weeks from the date of the vacancy, a new employee was hired to fill that

vacancy, and as such, we have filled each Field Service Representative position.

In addition, the Company identified an operational gap that required the company to
add a Loss Conirol Specialist who would be responsible for properly maintaining,
updating and reviewing the local safety programs of Tennessee American Water,
assuring compliance with OSHA regulations, making improvements to employee
safety training, and responding to general liability claims that involve the public and

the company fleet, among other duties. We determined that the earliest this position

11
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could be budgeted was January 1, 2007, in accordance with Company’s fiscal year
budget plan. The Company internally posted this position and an existing TAW
management employee, Kevin Highsmith, applied for and accepted an offer for this
position in March 2007. He vacated his position of Network Supervisor, which the
Company then opened for bids and conducted interviews during May 2007. Truck
Driver/Utility Worker Marvin R. Blevins accepted Mr. Highsmith’s former position
as Network Operations Supervisor on May 21, 2007.

Mr. Blevins’ vacated position was then posted internally for bid to hourly employees
in the bargaining unit. Ultimately, Michael Griffith filled the position of Truck
Driver/Utility Worker, which left a vacancy in a Field Service Representative
position. We hired Joe Green on September 10, 2007 to fill the Field Service

Representative vacancy, which increased the employee count to 111.

There are also definitive bases for needing two additional laboratory analysts, one of
which was found and hired in 2007. At that time, I had reviewed the environmental
compliance function at the Company and identified an important operational gap for
an additional Laboratory Analyst due to the need to respond more promptly to
customer service requests regarding water quality at customer homes, and because
there are an increasing number of inquiries that TAWC receives regarding water
taste/odor or cloudiness. Since the size of the customer base continues to grow,
resolution by phone with existing staff had proven to be less than satisfactory to the
customer. Also, there was an additional workload created by the USEPA’s new
regulation known as the Initial Distribution System Evaluation (IDSE), which is
included in the Stage II Disinfection By-Product/Disinfection Rule, and the attendant
requirements for additional sampling in the company’s distribution system, plus a
recurring three-year requirement in 2007 to conduct lead and copper tests, customer
education, and sample collection and analysis of at least 90 TAW customers’ water at
the tap in the Summer of 2007. The Company realizes the great importance to
responding in person to the ever increasing number of customers accounts, and with

additional regulatory requirements, it necessitated the one additional Lab Analyst.

12
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The position was posted internally for bids, but no applicants were available. The
Company then advertised externally and offered a position to a qualified applicant
who accepted, but was unable to pass the pre-employment screening. TAWC again
advertised the position and made an offer to Kim Durham, previously employed by

Tennessee American, who began her first day on April 23, 2007.

In the Production Department, we recognized the need for a lead manager over the
two Production Supervisors and all of the Production facilities and processes. This
person would focus on planning and performance, which was essential to current and
upcoming plant operations. Also, we had recently begun the design project for the
Citico Station Water Treatment Plant Upgrade and Improvements Project and it was
important to have a lead manager who would provide local management support of
the resulting construction in 2008 and 2009. We determined that the earliest we
could budget this key management position was in the 2007 annual business plan.
The Regional Production functional group also agreed with the operational gap and
supported the requirement to bring this manager on-board as soon as possible in 2007.
The Production Superintendent position was posted internally and Mr. Mark Zinnanti
ultimately accepted the Production Superintendent position on October 22, 2007, The
Company then believed it would have internal candidates to fill the Production
Supervisor position vacated by Mr. Zinnanti, but both applicants ultimately turned
down the offer. The Company then quickly advertised externally for the position,
which resulted in James S. Moorhouse accepting the position and beginning his
employment on January 21, 2008. Because TAWC must require Supervisors in the
Production Department to possess a Class IV Water Operators’ License in Tennessee,
the candidate pool is substantially limited. The ability to place personnel is highly
dependant upon the qualifications of the applicant pool, and the Company is often

faced with great difficulty in locating and attracting qualified candidates.
Ultimately, it becomes clear from this movement that new positions become

necessary to sustain quality of service and that allowing the Company to expand into

those additional employee ranks allow the Company to achieve that objective. To say

13



O 0~ o W B W o —

W W [\ O I N T N T N R T T e e e e ey

Q.

@

that current employee levels are sufficient ignores the dynamic nature of the business
and the fact that expanded employee levels are supported by the Company’s service
metrics, needs, and history. The Company has provided updated salary and wage
information in response to CAPD-01-Q0011, CAPD-01-Q0012 to supplement the

support for the salary and wage expense.

Mr. Watson, Mr. Buckner discusses the three additional positions that are
included in TAWC’s current rate case and observes that the Non-Revenue
Supervisor’s salary was not included in the Docket 06-00290 — would you
please explain this change?

The position of Non-Revenue Supervisor, which Mr. Ron Schleifer has been
performing, was in the service metric reporting for TAWC because he supports
TAWC and is physically based in Chattanooga. As a service company employee of
American Water Works Service Company at that time he also supported the
Kentucky American Water system which had been ongoing since August 2004,
Prior to that assignment, he was Distribution {or Network) Superintendent for
Tennessee American Water. Because he is located here he was included in the
monthly headcount in this case and has been reported quarterly as part of the service
metrics which we began reporting in early 2005 following a decision from the TRA
in TAWC Docket 2004-00288. However, I made a decision that effective January 1,
2008 we transfer Mr, Schleifer back 100% to TAWC s payroll to be fully dedicated
to Tennessee American Water to drive the performance of the leak detection crews
and the Non-Revenue Water Program and the TAWC Non-Revenue Water
Committee, as well as working as the primary liaison between all departments and

functional groups in this important area to our Tennessee operations.

Mr. Watson, please discuss the other two positions included in this rate case?

In addition to the Non-Revenue Water Supervisor, the Company also hired the
Operations Specialist identified in my direct testimony. With regard to the third
position, Manager — Engineering Services, the Company has encountered some

difficulty in finding a suitable individual to accept the position despite a nationally
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advertised search. We believe this is due to a demand in the market for experienced
professional engineers, which results in a small and highly competitive applicant
pool. We interviewed a number of candidates, but the one qualified candidate with
senior level experience ultimately declined the offer. TAWC is making every effort
to recruit for this vacancy and will hire a qualified candidate as soon as one can be

found.

UTILIZATION OF AMERICAN WATER WORKS SERVICE COMPANY

Q. Mr. Watson, would you please comment on the importance and the advantages of

the services and support provided by American Water Work Service Company
to TAWC?

. By utilizing the personnel and resources of American Water Works Service Company

(AWWSC) TAWC realizes important economies of scale and is able to share the cost
of needed, specialized support service amongst TAWC sister operating companies.
The direct and rebuttal testimony of Mr. Joseph Vandenberg addresses AWWSC’s
provision of services to TAWC. Mr. Van den Berg’s management audit identified the
functions AWWSC provides to TAWC and from which TAWC customers benefit.
Based on my experience in this industry, TAWC could not perform these services as
cost-effectively and adeptly as AWWSC. Thus, if TAWC did not utilize AWWSC’s
services, TAWC customers would have to absorb the heightened costs of performing
such support services at the operating company level — if TAWC could perform them

at all.

. Can you please describe an example or two illustrating the benefit and/or value

Tennessee American Water receives by utilizing the American Water Works

Service Company?

. For example, TAWC could not reasonably afford to hire a Director of Rates and

Revenues solely for TAWC. This position helps structure TAWC’s rates to align
with revenue requirements and ensures TAWC rates are consistent with the
requirements set forth by the TRA. To do so would require unnecessarily creating a

full-time position that the Company does not need since it does not regularly seek rate
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adjustments. In fact, TAWC has only filed four rate adjustments in the past ten years.
Because TAWC is able to obtain the services of a Director of Rates and Revenues
from AWWSC, we can share the cost of that position with other American Water
operating companies, as well as other functional positions that are dedicated to

AWWSC, only when those services are needed.

TAWC also utilizes the services of the Belleville Central Laboratory operated by
AWWSC, a facility totally dedicated to drinking water analysis, and representing all
American Water operating companies. Belleville Central Laboratory was granted
certification under the Safe Drinking Water Act and is available to Tennessee
American at cost to provide technical expertise to analyze and conduct the most
sophisticated water quality analyses. By allowing the operating companies to utilize
this specialized laboratory, the companies share the expense and enjoy much lower
costs as a result. Within that advantage, TAWC also has access to a nationally
recognized microbiologist at Belleville, Dr, Mark LeChavalier, who we can call upon
as needed to review an extensive water quality database for our operations in
Tennessee and provide his expertise regarding water guality issues. TAWC could not
otherwise reasonably afford to retain such an expert. This same concept can be
applied to the use of personnel in a number of functions including accounting
services, audit services, financial services, rates and revenue services, communication
services, administrative services, human resources services, legal services,
engineering services, customer service including the Call Centers, information
technology services, supply chain functions for procurement of goods and services, as
well as water quality and environmental compliance that are all essential to TAWC’s

core business.

I would roughly estimate that providing such support services in-house would cost
significantly more in operating expenses annually than what TAWC now pays — a
cost much greater than what customers pay now for TAWC to receive the services
from AWWSC. To do so would require at least 50 additional employees and would

require the local company to find and lease additional building space, hire and equip
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an information system department and employees, an accounting department, a
finance department to perform specialized work to go to the bond market and to work
with investors and banks to obtain the necessary utility grade bonds and loans at the
same competitive rates as is performed through AWWSC and that are also
knowledgeable in TRA rate case preparation and support. Additionally, the Company
would have to purchase or lease a billing system mainframe computer and bill
printing system, along with software, and additional laboratory equipment purchases
would be needed. Also needed would be: analysts to be certified to perform the water
quality testing, customer service staff and management to provide 24/7/365 coverage,
as the Call Centers do now, which would among other key needs would require a
substantial a phone system investment, along with fumniture and building systems’
electrical and communication wiring for all of the personnel added, plus benefit costs
and other day-to-day expenses for those employees. Ultimately, the AWWSC

services are simply much more cost effective due to economies of scale.

. The CAPD has questioned the control procedures TAWC uses to evaluate

AWWSC charges to TAWC — can you describe how you evaluate service
company charges?

I attach my Supplemental Testimony from Docket 06-00290, which generally
describes the process I undertake in reviewing and exercising oversight over service
company charges to TAWC. The relevant testimony begins on page 10 of that

testimony.

UNACCOQUNTED FOR WATER LEVELS

Q.

A,

Mr. Watson, can you please address Mr. Michael Gorman’s determination of
the company’s unaccounted for water level?

Yes. On Page 14 of Mr. Gorman’s testimony, he indicated that the Company
recorded 27.5% lost and unaccounted for water for the 12 months ending November
30, 2007. This is erroneous. In fact, the Company’s unaccounted for water level
was 20.02%, and for the most recent period calculated for the 12 months ending July

2008 unaccounted for was 18.06%. Thus, according to our records, Mr. Gorman’s
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calculation was incorrect. It is evident that Mr. Gorman has calculated the
unaccounted for water percentage using an altogether different method, which used
the unaccounted for water value reported for the end of the historic test year and
divided that number by the water sales volume. I submit this is incorrect and
therefore it renders an inaccurate percentage for his adjustment. Mr. Miller will

address this further in his rebuttal testimony.

Let me next explain what unaccounted for water is and how it should be calculated.
Unaccounted for water loss is determined by subtracting the amount of water that is
sold to customers (billed water sales less credit adjustments) from the amount of
water treated, pumped, and measured from the water treatment facilities of the utility
(system delivery). Also included in thé accounting are authorized unbilled water
uses that are known and measurable by the water utility for a number of uses that are
implicitly or explicitly authorized to do so, and real losses due to leakage that is
repaired on transmission and distribution mains, and service lines up to the point of
metering and fire hydrants, which are an asset of TAWC. The percentage of
unaccounted for water is obtained by dividing the unaccounted for water volume by
the water delivered to the Company’s distribution system from its water treatment
facilities deducting internal uses for water freatment at water treatment process.
Some examples of unbilled authorized use are water used for fire fighting, street
cleaning, sewer flushing, draining of water storage tanks during painting and
inspection, main flushing, customer leak adjustments, and water meter testing by the

water utility.

Is TAWC undertaking any efforts to manage “unaccounted for water?”

TAWC has an extensive “non-revenue water program” and has expended significant
efforts to minimize and reduce unaccounted for water for a number of years. TAWC
has reinforced the importance of this effort by establishing a “non-revenue water
committee,” which is lead by the TAWC Non-Revenue Water Supervisor Ron
Schieifer. The NRW Committee includes a total of eleven employees that actively

participate as representatives from every department. 1 am a member of that
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committee as well. The Committee routinely meets monthly to discuss the progress
and results of the efforts that are made across the business. The Committee has
developed a strategy to implement a large number of actions and points of data
collection in order to obtain all types of information to account for water losses, real
and apparent. Additionally, every employee of Tennessee American Water is
responsible to assist while in the performance of their work to reduce unaccounted
for water by reporting leaks, repairing leaks, inspecting facilities and customer’s
premises for unauthorized use, and assuring that meter reading billing of customers
is completed accurately and timely. Finally, there are two full-time employees in the

Distribution Department who constitute the full-time leak detection crew at TAWC.

The Company has also made significant capital investment in electronic leak
detection and survey equipment to survey for leakage in the distribution system.
TAWC has also purchased and installed over 1400 “permalog” electronic surveying
devices at a cost of nearly $400,000, which are strategically placed at valve locations
throughout the distribution system to detect low-level vibration and sound that the
permalog system interprets as indicating that a leak is beginning in a section of pipe
near the permalog device. The permalog devices currently provide coverage for
about 80% of the distribution system and the leak detection crew survey them
monthly by mobile survey. The leak detection crew conducts manual surveys of the
remainder of the system by walking the pipe route to patrol for leaks. Meter readers
and field service personnel also are able to detect or sound for leaks as they perform
service orders and/or meter readings each day. Distribution department repair crews
making repairs and installing and replacing pipe, valves and fire hydrants also sound
for leakage after each repair in the immediate area. Other capital investment
includes the replacement of customer water meters on a periodic scheduled basis to
assure that meter accuracy is maximized, and a small diameter water replacement
program, which has been replacing on average about five (5) miles of 2-inch and 2-
1/2 inch water main per year in the distribution system. Capital investment in small
diameter mains is necessary and ongoing and will remain a prudent capital

investment going forward to address the likelihood for this type of pipe to have
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higher maintenance requirements due to the construction material itself, the quantity
of these materials in the water system as a percentage of the total and the vintage of
the piping materials relative to other modern and durable materials that are installed
currently. In addition, TAWC vigilantly maintains its pipelines serving high altitude
areas, which are prone to leaks due to increased p.s.i. pressure and therefore can

contribute to unaccounted for water.

Legislation recently enacted by the Tennessee legislature now requires public
Tennessee water utilities to report “unaccounted for water” percentages on an annual
basis starting in 2008. As this data is gathered and calculated by other water
suppliers, which was not a requirement when the last TAWC rate case was heard by
the Authority, other public water systems will now report their results for the first
time. Initial reports indicate that large systems like Nashville and Knoxville Utility
Board, among others, expect that the percentage of unaccounted for water is likely to

range from 25% to 35% in those systems.

TAWC has conducted a water audit of its systems, which rendered a management
tool calied a “Water Balance Report,” which is attached for the years 2006, 2007 and
Year-to-Date period ending June 30, 2008. (See Exhibit JISW-4). From this report,
TAWC has categorized the water accounted for in accordance with the International
Water Association Guidelines. From this information, TAWC has calculated a
detailed performance indicator for operational management of real water losses fo
determine the infrastructure leakage index, or ILI, which is the ratio of annual real
losses to the unavoidable annual real losses (UARL). The basis for using the UARL
is to make due allowance for length of mains, number of service connections,
location of customer meters, and average operating pressure. The ILI measures how
effectively the three infrastructure activities, speed and quality of repairs, active
leakage control and pipe materials are being managed at the current operating
pressure. Values close to 1.0 represent near-perfect technical management of real
losses from infrastructure, at actual operating pressures. In fact, the Leak Detection

and Water Accountability Committee of the AWWA has recommended that the
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methodology be introduced throughout AWWA and North America, and several
papers have been written describing initial performance comparisons using the ILI
approach. TAWC has achieved an ILI of 1.93, which is an excellent result given that
1.0 is a perfect score. (See Exhibits JWS-5, JISW-6).

TAWC relies on American Water procedures, practices and strategies, the AWWA.
standards and recommendations for water systems, and the use of the International
Water Association’s publication “Losses in Water Distribution Networks,” which
provides updated US and International water audit methodologies. (See Exhibit
JSW-3). Knowledge and experience of our local staff, along with regional and
national experts in our business are now adopting this comprehensive audit process
to assess, monitor and control water losses to reduce “unaccounted for water,” which
in our specific case applies to a distribution system which has been operating for
over 138 years. TAWC undertakes this effort to achieve an aggressive goal of 15%
as a ratio of water sold to customers plus water authorized but not billed, divided by
the water treated and pumped from treatment facilities and delivered to the

distribution system.

In accordance with these standards and goals, TAWC has routinely calculated water
loss to arrive at unaccounted-for water on a monthly basis, year-to-date basis, and on
an annual 12 month rolling basis for at least thirty years. Further, TAWC has
operated a leak detection program for at least twenty years that utilized electronic
technology to monitor and detect leakage and continues to upgrade leak detection
equipment to meet the technology of the industry. Tennessee American Water has
also provided data in response to data requests CAPD-01-Part IV-Q0082 and CAPD-
01-Part TV-Q0083, which reflect TAWC’s unaccounted for water percentages by
month since February 2007 and annually at year-end since for 2007. Also see
CAPD-01-Q035 from Docket 06-00290 for yearly percentages dating back to 2000.

Due to the complexity of TAWC’s water system, the variation in operating pressures

of its distributions system, the distribution of customers served, and the history of the
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water distribution system construction and the hydraulic conditions, TAWC’s water
system is far more complex than many water systems of comparable size in the
United States. The Company has achieved water loss reductions in unaccounted for
water in the last three years in terms of the percentage and in gallons of system
delivery. TAWC is committed to continuing to make capital investment going
forward and depends upon the adequate return on investment to attract the debt and
equity to finance the capital improvements. Tennessee American understands the
priorities and has the managerial, technical and financial capabilities to make
continued progress toward its 15% goal; however, water loss control will always

require constant vigilance to obtain that goal.

. Has the Company’s efforts to manage unaccounted for water involved any

capital expenditures that factor into your expenses?

Yes. As noted above, there are the expenditures to invest in computers and software
to monitor and detect unaccounted for water. Additionally, there are ongoing capiial
investments in the infrastructure of our water system, especially given the advanced

age of much of our distribution system.

CALCULATING EXPENSES — CAPITAL INVESTMENTS

Q. Mr. Watson, in response to Intervenors’ testimony, can you please further

elaborate on some of the investment expenses undertaken by the Company and

why they are necessary?

A. One of primary drivers of this rate case is the Company’s continued investment in

infrastructure. As the President and Chief Executive Officer of TAWC, I have
explained that the Company finds it necessary and prudent to continue to make
capital improvements to invest in the infrastructure of the utility. For example,
unlike many water utilities throughout Tennessee, as well as other utilities across the
United States, TAWC’s distribution system operating conditions involve very high
operating pressures within its distribution system. Operating pressures fo service
Lookout Mountain in Tennessee and Georgia, Signal Mountain, and the Walden’s
Ridge Utility District can reach as high as 500-600 p.si. In other areas of the
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distribution system, such as in the Lakeview area, the water main working pressures
are as high as 235-300 p.s.i. Such pressures require the Company to make further
investment in piping and pressure control infrastructure, which is appropriate given
the age of distribution system. Cumrently, the Company is in the design and
permifting process with the National Park Service and affected property owners to
replace the Lookout Mountain Supply Mains, which are currently estimated to cost
$950,000 for a 600 foot section of pipe attached vertically to the escarpment of the
mountain during the attrition year. The leakage that would occur if we did not
maintain the water mains and service to customers and make improvements as
required would result in poor service and customer complaints. There also would be
an increase in unaccounted for water until the leakage was found and addressed.
Pressure reduction valves in these areas and zone metering will also reduce the
unaccounted for water as we make further investment of this kind during the attrition
year. Continued infrastructure investment will be needed for infrastructure
replacement in these and other areas of Tennessee American’s piping network,
which is appropniate given the age of distribution system. The water loss reduction
program continues to be refined and capital investment by the company continues to
be prioritized to assure that it will provide tangible benefits toward meeting the
service requirements of Tennessee American customers. However, it is absolutely
criticél that Tennessee American achieve an adequate return on investment, as part of
the regulatory compact with this Authority, in order to attract the investment which
is necessary and appropriate to continue to fund capital investments for water service
in this community. These, and projects like these, are a part of the overall program

to reduce “unaccounted for water” in the water system.

The Intervenors from the City of Chattanooga and in some respects the Consumer
Advocate and Chattanooga Manufacturer’s Association challenge whether such
capital investment is in fact prudent and necessary. In addressing this line of
reasoning, I am including as an Exhibit (JSW-2), which provides a listing of the 134
projects by location and description that Tennessee American has identified and has

constructed, or is in the process of designing and constructing. These projects span
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from the beginning of the test year through the aftrition year of the rate request, and
spans the same period of March 1, 2007 through August 31, 2009, that TAWC is
asking the Authority to allow rate base recovery for, as well as the other appropriate
expense items that have been included in the record of this case and of which the
Company seeks recognition. These projects represent capital improvements related to
the provision of water service and benefit the water utility customers of TAWC.
These assets include installation and replacement of water mains, service lines and
water meters, fire hydrants, water storage tanks, pumping and water treatment
equipment, construction tools, vehicles, capitalized tank rehabilitation, laboratory
and sampling equipment, computers and printers all to conduct the business of the
water utility. If includes the capital investment for the Citico Water Treatment Plant
so that the plant may continue to provide excellent water quality and reliable service
to our customers. These investments are required to maintain customer satisfaction,

and to properly treat, pump and distribute water service to our customers.

CALCULATING EXPENSE — OPERATING COSTS

Q.

A.

Mr. Watson, would you please describe some of the challenges specific to
operating expenses that have contributed to TAWC’s need for a rate increase?

Operating expenses are increasing in a number of categories due to the continued
escalation of the costs of the goods and services that Tennessee American must
purchase to meet its public service obligation to its customers. Since the case was
filed on March 14, 2008, the Company has experienced price increases in electricity,
sewer service, water treatment chemicals, gasoline, diesel fuel, asphalt pavement
materials, ductile iron pipe, postage, gravel and other backfill materials, concrete,
steel, laboratory supplies, granular activate carbon, as well as freight costs on the
deliveries of materials and supplies which are included in the list above and generally
across the board for nearly everything we need. To the extent cost increases are
known and measurable, Company witness Sheila Miller will describe in further detail
the adjustments necessary to the accounting exhibits in this case. Some of the items
TAWC needs to operate are continuing to escalate in cost, including an impending

increase to electric rates this fall. Thus, the Company faces the prospect that there
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will be further increases in many of these items beyond the timeframe of the

procedural schedule provided for in this case. Such increased expenses, with

continuous capital investments, are two of the major areas that I and my staff work to
manage in this current economic environment. The Intervenors in this case attempt to

disregard these economic realities.

Q. Mr. Watson, Mr. Buckner claims that TAWC’s rate request does not accurately

reflect the “economic environment in which the Company operates.” Is this an

accurate statement?

. No. Mr. Buckner claims that “TAWC’s petition for a rate increase would be onerous

on Chattanoogans; it would outstrip inflation and it is not supported by the cost
structure of TAWC or the economic environment in which the company operates.”
Mr. Buckner does not support his conclusion that the rate increase, which averages
$3.65 per month for our average residential customer, is “onerous” and his conclusory
dismissal denies the indisputable reality that costs have gone up and confinue to
increase at a rate greater than inflation. For example, electric rates in Chattanocoga
have been rising at a rate of 15% in the first two quarters of 2008; the cost of fuel has
gone up 66% since January 2007, the cost of asphalt paving has gone up 18%; sewer
rates have increased at a rate of at least 6% per year — all of which are far greater
than the 4.34% inflation rate used by Mr. Buckner. In the case of the cost of water
treatment chemicals for 2009, Fluoride increased by 65.3% from the 2008 unit price,

sodium hydroxide (caustic soda) increased by 179%, and zinc orthophosphate

increased by 245% per pound. As a general matter, almost anything that is related to

the petrochemical industry is rising dramatically faster than inflation; i.e., the cost of
products that contain steel in them has increased by 36% this year. Thus, a world of
increasingly escalating costs is the economic environment in which we operate.
TAWC is simply doing its best to adapt to those economic realities while still
providing quality water service. It is unreasonable for Mr. Buckner to expect that
Chattanooga’s economic realities would not affect TAWC or for Mr. Buckner to

suggest that TAWC should simply absorb such cost increases.
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Q.

A

A.

My. Watson, can you please address TAWC’s response to Mr. Buckner’s
accusation that “TAWC is unable to operate within their own budgets?”

As noted above, the cost increases being experienced in the utilities industry and
nationwide are real and measurable. More importantly, those costs are beyond
TAWC’s control. As the President of TAWC, I have a fiduciary obligation on behalf
of customers and stockholders to file a rate increase when the earnings are
substandard and the assets and capitalization are not aligned. Mr. Buckner’s
statement ignores basic economic realities. Nearly every single utility serving the
Chattancoga area and beyond have needed to take into account increasing costs
demonstrated by the rate increases that are occurring almost everywhere. The CAPD
cannot reasonably expect TAWC to be immune from cost increases or for TAWC to
both meet the CAPD’s demands for increasing service levels and system
improvements while at the same time arguing that TAWC should be denied the

employees and funds it needs to meet the CAPD’s own demands.

MR. BUCKNER’S RATE DESIGN AND COMPARISONS
Q.

Mr. Watson, do you agree with Mr. Buckner’s rate design and cost of service
comparisons?

I disagree with Mr. Buckner’s rate design and dispute the conclusions he draws from
his comparisons of TAWC’s residential rates to five other selected cities. In my
direct testimony, I referenced the Allen and Hoshall Water and Sewer Rate Study to
provide in context the relative price of water in the State of Tennessee. It is
appropriate to review what the retail price of water is amongst the water providers
and to provide regulators and other interested parties, such as customers, some
indication of the market because water is a commodity, but it is also an essential
service, which has a value and a cost. My purpose was to indicate that in the
Tennessee market of water providers, TAWC is well within the price range of the
market despite factors in Chattanooga that increase the cost of water service, such as
our mountainous topography. Second, it is importént that essential services reflect
the conditions within the local market. Tennessee American rates are relatively lower

than the average monthly water bill of many other Tennessee water providers, a
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sample of which takes into account a broad range of factors. However, Mr. Buckner
implies that the five city group he selects is betier or more appropriate that the entire

group of 243 water utilities.

The purpose that the Allen and Hoshall Water and Sewer study serves is: a) to
provide a general idea of the water utility bill amounts for each of the surveyed
entities at set water use quantities; and b) to set forth the water utility billing amount
based upon a hypothetical quantity of water service for a pre-determined meters size
and hypothetical quantity per month upon which the utility can calculate a sample bill
for water service. Relative to other water utilities across the state, TAWC was just
below average in terms of the monthly water bill. This indicates that TAWC remains
within the “affordable” service range. Even the recent 2008 Allen and Hoshall study
ranked TAWC 86th of 243 water utilities surveyed on the residential rates consuming
5000 gallons per month with a 5/8” x %" meter. If I were then to use current water
rates for TAWC as granted in TAWC Case 06-0290 in May 2007, it would place
TAWC at a position in the study of less than 65% of the municipal water systems
surveyed. TAWC will likely maintain or improve its position over time because other

utilities have sought or likely will seek rate adjustments.

. Would you please discuss in further detail the distinctions among residential and

commercial water rates and fees that need to be considered when comparing

water service providers?

. Often, fees and charges by Tennessee municipal water utilities that collect other fees

and charges as a revenue component, including part of their revenue requirement —
in other words, municipal water companies often subsidize the cost of their water
service thereby making the true cost to end users difficult to compare. TAWC’s rates
and fees as components of revenue are all included in the TAWC regulated revenue
requirement. Absent data on what customers must actually pay directly or indirectly
to a municipal utility provider, the overall true cost of service will not be apparent.
As a result, when Mr. Buckner and Mr. Gorman claim that TAWC’s customers “are

already paying more than water customers in five other major Tennessee cities,” these
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witnesses are not making an apples to apples comparison. City and county water
utility districts data shows that TAWC customers’ rates are the sixth lowest of the ten
water systems in that comparison group. (See Exhibit ISW-7).

A comparison based on rates alone does not necessarily account for the fees and
charges adding to revenues for some utility providers. For example, tap fees are
charged for Metro/Nashville Water Service, Knoxville Utility Board, or Memphis
Gas Light and Water, or such water utilities as the Lenoir City Water Board, which
also includes an infrastructure surcharge. Each of these water utilities also rely upon
plan review fees, flow testing of hydrant fees, inspection fees, and even fees for a
copy of the customer’s lost bill. Tap fees of water utilities are a charge to the

customer just like the monthly water bill.

In comparison, TAWC has no tap fee, which saves our customers money. Such
savings are apparent: the Water Utility Districts in Hamilton County range from
$325 to $3,500 per residential connection while Nashville Metro Water charges a
$430 residential water tap fee and a $1,000 per unit of flow (350 gpd) capacity fee.
Metro Water Nashville also charges a minimum $500 plan review fee for water line
extensions mimimum. (See Exhibit JSW-8). Additionally, TAWC pays property taxes
and income taxes that the other six municipal systems do not have to pay. There is
also a dramatic difference in treatment costs associated with the MLGW system since
it has a groundwater source, which is much less expensive in terms of chemical costs
associated with purifying the water. The MLGW also operates in an area that is quite
flat, which directly affects the cost of water distribution. In contrast, TAWC operates
in a geographical location that increases operating expenses due to the mountainous
terrain and the need to treat river water that has a degree of sediment and is not

naturally pure.
Once all of this is considered, the fact that TAWC’s rates are as low as they are is a

testament to TAWC’s tremendous efforts towards increasing efficiencies within its

business. Thus, Mr. Buckner’s statements regarding relative rates of service and
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blanket statements comparing TAWC to other providers fail to take into account
location specifics and other relevant distinctions. Such distinctions between utility
providers should be considered before any legitimate criticism should be levied.

When such distinctions are considered, TAWC rates favorably compare.

Q. Does this conclude your testimony?
A. Yes, it does.
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:Losses In
Water Distribution Networks

| - A Practitioner's Guide to Assessment, Monitoring and Control

Malcolm Farley and Stuart
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- MWSD Rate Survey 4 Page 1 of 1

MURFREESBORO
TENNESSEE

1% WEST VINE STREET  MURPREESBORO, TN 37130 » TEL) {$15) 893-5210 » FAX: {(615) 849-2679

NEWS BUSINESS VISITORS COMMUNITY GOVERNMENT
MWSD DEPTS. Murfreesboro Water and Sewer Department - (615) 848-3209 MWSD INFO
P Cross-Connection For 5,000 gallons
Control Utility Minimum Bill ol » Boards &
) {667 Cubic Feet)
» Customer Service Committees
» Engineering Gallons |Water|Sewer] Total jWater]Sewer| Tofal| |s Contact Info
Pais Harpeth Valley UD] 1000} 5.25| 5.75]11.00] 14.65] 24.15|38.80] |= FAQ
P Operations & Smyrha 2000] 6.75] 9.60]1634| 13.11] 17243035 3 Kot Bage
’Ma‘“*e"a“ce Franklin 1000] 5.22] 7.05]12.27] 19.38] 20.49|39.87] |« Maps
Storm Water 1496 » Repurified Water
:Wateri“reatmant Murfreesboro (200 GF) 8.22] 10.62{18.84] 21.02{ 26.68}47.70] |« Welcome!
Wastewater Treatment - : '
EITY GOV'T Clarksvilie 2000] 7.08| 13.50]20.58] 17.70] 26.25]43.95] \\ <o v SEWER
P Mayor cUD 2000] 12.78{ 10.62[23.40] 34.45| 26.68]61.13] RATES
» City Council Brentwood 2000| 11.62] 14.53|26.15] 26.03] 29.80}55.83] = Water ?d sewer
P City Departments  [Nashville 1496] 0.17] 1747]26.34] 17.21] 32214042 iy 3008
:)I?II;'VA‘?'?S s Whitehouse UD 1000] 9.50] 27.50137.00] 26.00] 40.22|66.22] = Rate schedules -
C U 2008-09 rates
» Webmaster 2007-08 rates
P Feedback form = Rate comparisons
¥ Site Map » Rate survey
»
Suggesﬂons REPORTS

= 2007 Annual Water
Quality Report

w City of
Murfreesbhoro’s
Annual Report

Contact Info

http:/fwww.murfreesborotn.gov/government/water_sewer/ratesurvey.htmi 8/13/2008



"EXHIBIT |

gsw-#

WATER SERVICES

METRC WATER SERVICES
DVISION OF ENGINEERING
PLANS REVIEW FEE WORKSHEET

PLEASE SUBMIT THIS WORKSHEET WITH EACH PROJECT

ACTIVITY EACH FEE DUE
1 PUMP STATION (water or sewer) at $500.00 - enler each ! ' l
2 PUMP STATION Standard Specification - enter each l

minimum charge $150.00

LINEAR FEET
3 WATER LINES REVIEW FEE (use only a or ¢ NOT BOTH)

a Length for review {1 to 1,000 feet) - enterfotal footage

{ just Fire Hydrant - m ¢harge $500.00

c Length for revipwf (over 1,000 feet} - eptortetal oo ' |

minimum chal e $500.00+$0.05 per foot .
vl

4 SEWER LINES REVIEW FEE (use o NOT BOTH}

a Length for review {1 to 1,000 feet <ghter total footagé o z
{ just Manhole - type in } minimum tharge $500.00

c Length for review {over 1,000 feet} - entertor 1 ' |

minimum charge $500.00+8$0.50 per foot

TOTAL PLAN REVIEW FEE $0.00
* revised 8/1/2007 Payable to Motro Wator Services

5 WATER/SEWER SYSTEM PLAN MODIFICATIONS (enter yes If required) B i
The plans raview fae for modifications to previcusly approved
construction plans shall be 20% of the review fee

EACH
68 MISCELLANEOUS (Reports, Addendums, etc.) $150.00 each 1

PROJECT NAME:

MWS PROJECT #:

ENGINEER:

ADDRESS:

E-MAIL:

PAYMENT BY: Developer Other:
{check one - X} " |Engineer

Address: |

METRO WATER SERVICES ENGINEERING USE ONLY
Date received:

Check #

Check Amaunt:

Recelpt #:




BASS, BERRY & SIMS PLC

A PROFESSTONAL LIMITED LIABILITY COMPANY o
ATTORNEYS AT LAW Ny, QTHER OFF

R. BALE GRIMES .
TEL: (615) 742-624¢ AMSOUTH CENTER . TNASHVILLE MUSIC ROW
FAX: (615) 742-2744 315 DEABERICK STREET, SUITE 2700 - KNOXVILLE

dgrimes@bassberry.com NASHVILLE, TN 37228-360% MEMPHIS
{615} TAZ-6200

www,bassherry.com

Apnil 26, 2007

VIA HAND-DELIVERY
Chairman Sara Kyle

¢/o Sharla Dillon

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, Tennessee 37243-0505

Re:  Petition Of Tennessee American Water Company To Change And
Increase Certain Rates And Charges So As To Permit It To Earn A
Fair And Adequate Rate Of Return On Its Property Used And
Useful In Furnishing Water Service To Its Customers;
Docket No. 06-00290

Dear Chairman Kyle:

Enclosed please find an original and sixteen (16) copies of Tennessee American
Water Company’s E-CIS Supplemental Testimony of John S. Watson.

Please return three copies of the Testimony, which I would appreciate your
stamping as “filed,” and returning to me 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

Yours very truly,

%?M@—’/ blp s,

R. Dale Grimes
RDG/ms
Enclosures



Chairman Sara Kyle
April 26, 2007
Page 2

cc:  Hon. Pat Miller (w/o enclosure)
Hon. Ron Jones (w/o enclosure)
Hon. Eddie Roberson (w/o enclosure)
Ms. Darlene Standley, Chief of Utilities Division (w/o enclosure)
Richard Collier, Esq. (w/o enclosure)
Mr. Jerry Ketiles, Chief of Economic Analysis & Policy Division (w/o enclosure)
Ms. Pat Muarphy (w/o enclosure)
Michael A. McMahon, Esq. (w/enclosure)
Frederick L. Hitchcock, Esq. (w/enclosure)
Vance Broemel, Esq. (w/enclosure)
Henry Walker, Esq. (w/enclosure)
David Higney, Esq. (w/enclosure)
Mr. John Watson (w/enclosure)
Mr. Michael A. Miller (w/enclosure)

6436364.1
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Tennessee-American Water Company
John S. Watson

E-CIS Supplemental Testimony

Q. What is E-CIS?

A. E-CIS stands for Enhanced Customer Information System. E-CIS is the
infrastructure that supports Tennessee American’s customer setvice functions. E-CIS is
integrated with the J.D. Edwards accounting séftware, the Service First custonier services

computer system, and the Equinox meter reading system.

Q. Mr. Watson, please explain what functions and value E-CIS provides fo the
customers of Tennessee American Water.

A. E-CIS provides tremendous benefit to. our customers because Tennessee
American workers and the Call Center now have available the detailed information they
need to address customer problems and customer questions, and this information is
available on a real-time basis. E-CIS provides the foundation for Tennessee American’s
customer service — among other things, by powering and linking the Call Center and
Service First (the “Toughbook™ computer system that our Field Service Representatives
use when they visit customer locations). For example, if one of our customers calls the
toli-free Call Center service line on their way to work to report a leak in front of their
house, a service order can immediately be generated for that address. Then, via Service
First, a repair crew can be dispatched and can make the repair. The repair crew can then

enter the results of what was found and what they did to address the problem. We can
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update the customer regarding the repair that was made, and when the customer calls
back to see if it is fixed, we can have that information readily available for them, so that
they know whether, for example, their water is back on and they can go home from work
knowing that the repair is completed or whether further repairs are still needed. This type
of information is valuable to our customers because they can call us at their convenience
24 hours a day, 7 days a week, 365 days a year and we can answer their questions
immediately.  This capability has greatly enhanced customer satisfaction and
demonstrates our commitment and ability to be very responsive and proactive in meeting

our customers’ expectations for service.

Q. What are the other advantages to customers that the E-CIS provides that
were not available before the E-CIS was implemented?
A Prior to the implementation of E-CIS, Tennessee American could not offer the
same level of service functions described in my response above. Additionally, E-CIS
enables Tennessee American to better and more efficiently serve customers in numerous
ways such as the following:
(1) we can confirm that all of our customers are billed each month, and we have
the ability for Call Center representatives to view the bills sent to a customer if
the customer calls with questions;
(2) we can review the number of customers that received estimated bills in a given
month in contrast to bills generated from actual meter readings. This function

helps us better track our progress on our goal of increasing actual meter readings;
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(3) We can review the top one hundred accounts by customer classification each
month. This helps us track our water usage patterns so we can better plan for
infrastructure maintenance and growth;
(4) We can also obtain information in E-CIS about any customer, their payment
history, the number of bills produced for our customers, how to contact them,
whether they paid online by credit card, paid to the lockbox service, or paid at a
local payment location and their balance remaining, if any. We can determine if
any letters have been sent to our customers, and print a copy of those letters;
(5) We can also review service order history for each customer at the account
level, the detail of who took the call and what the call was regarding; whether a
service order was generated; what work was actually performed; any comments
about what was found on site; whether water was tumed on, shut off, any meter
reading obtained, or other field work that was completed; and any comments
noted by the Field Service Representative.
(6) We can review the history of what services, such as water service, sewer
service, garbage service, water line protection, sewer line protection, in-home
protection and sales taxes, they are being billed for.
All of the data and correspondence is located in one place in E-CIS, and it is all
integrated with the meter reading activity and Service First. This wealth of information
helps us to better respond to customer calls about service and bills. It also helps us
identify trends in customer problems and concemns 50 we can work to improve our

customer service. A shoit video clip describing the functionalities of Service First is

attached as Supplemental Exhibit JSW-1.
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Also, reports are created and made available so that outside parties, such as the City of
Chattanooga, can access the ORCOM Systern via a secure link from the Internet to obtain
sewer billings reports, cash collection information by account number and date of
payment. This enables them to see what customers have been billed and collections by
account number. Repoits can also be generated for Hamilton County Wastewater
Authority or for East Ridge ga;bage collections. We can also obtain reports that give us
the service metrics data that we report to the TRA and CAPD, and that are obtained from

the work performed by the Service First System and recaptured in the E-CIS.

Q. Does E~CIS provide the customers and Tennessee American with additional
information regarding what may be occurring in their neighborhood or their service
area which can help identify service needs?

A. Absolutely, One example would be if a customer calls and says they are
experiencing low water pressure, and we receive other calls for the same area, we are
often able to see a pattern in an area which may indicate that there is a line break in a
neighborhood. We are able to then enter an Alert Order in E-CIS which can then be
attached to an automated message in the Call Center that will tell our customers, when
they call in, about that service issue or any other service issues we may be experiencing
in their neighborhood or about any construction work we may be doing in their area.
This adds a great deal of value to the customer’s experience because they can get that
information any time, day or night by dialing our toll-free number. We can also provide

messages for our customers when they call to make sure they are aware, in advance, of
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our distribution system flushing plans and to discuss any aspect of service that our

customer may want to discuss.

Q. Please describe how E-CIS and the Call Center add value when Tennessee
American customers call with an emergency.

A, E-CIS and the Call Center add tremendous value because when our customers
call, any time, day or night, with an emergency like a broken pipe in their basement, the
Call Center can escalate that éali to the Time Critical Group who can contact on-call
supervisors to dispatch a Field Service Representative to their home to shut off their
water, or if there is a leak in the street, the Call Center can call a repair crew to repair a
main break on an emergency basis, and the crew supervisor can call the customer directly
to advise that we are responding and to produce the expected time of arrival. Iam aware
of situations in other service areas, one occurring while I was opgrations manager in
Virginia, where in the aftermath of Hurricane Isabel in September 2003, a large number
of water supplies were struck and 80% of the area was without power. During the day
following the hurricane, over 5000 customers contacted the Call Center to find out
whether or not they, as Virginia American custorners, would be impacted by the
devastation ~- and they were. The Call Center continued to take a very high volume of
calls throughout the weekend, assisting customers with how to make provisions for the
boil water advisory if they were fortunate enough to have electric services restored, or in
the alternative, where they could go to pick up bottled water, ice, and other provisions in
their local community until utility services were restored. Many customers were without

power for up to 10 days to two weeks. However, the Call Center continued to support the
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local community. If this type of natural disaster were to occur in Chattanooga and there
was only the local office to handle the calls of our customers, we would almost certainly
not be able to answer all of the calls, we would not be in a position to adequately staff
around the clock to accept all of those calls, and it would be doubtful that the phone

system would be able to function if a power outage occurred at the Broad Street office.

The Call Center is able fo bring in additional resources during a crisis, to answer the calls,
and to provide the additional staffing and support to answer and respond to customers’
questions around the clock. We believe this meets the customer service expectation that
our customers have of Tennessee American. As I have stated in both my direct and
rebuttal testimony, Tennessee American and American Water Works Service Company
are linked together, and tile customers of Tennessee American are provided great service
-- they have said, in the customer service surveys, that they are satisfied or very satisfied
with the service we provide. 88.9% of surveyed customers are pleased with the service,

and ouwr customers have come to expect that level of service.

Q. What was the Company’s approach to Customer Service prior to the
introduction of E-CIS, and describe how E-CIS provides any benefits or added
value for Tennessee American customers?

A. E-CIS adds many benefits that we previously were not able to provide to our
customers. Before E-CIS, we could not provide a customer their balance on a real-time
basis, because the old system processed all payments as a batch process, so if a customer

made a payment by mail, we would not know about that payment until one to four days
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later. E-CIS also provides the benefits of reporting service meftrics, such as collecting
data by employee on the quantity of work they performed by day, by week, or by month.
Before E-CIS, this type of information required the company to manually tabulate the
work performed and estimate the time that was needed to complete that work. It was
difficult to calculate the full utilization of our employees’ work effort because we could
only estimate the average time that it took to complete the tasks involved and then
calculate the workforce requirements. Prior to E-CIS, we could only schedule one type
of service order for any customer at a time, because the old system would not allow more
than one pending order for any customer. A pending service order had to be completed
before another service order could be scheduled. E-CIS also allows us to collect all of
the information about the number of service orders, to utilize an appointment-setting
process for our customers, and to utilize a scheduling tool to determine the number of
orders assigned to each employee. E-CIS also allows for multiple service orders or tasks

to be performed at a customer’s address during the same visit.

The service metrics and personnel management functions are aspects of E-CIS that had to
be performed manually prior to E-CIS. Any reports that were needed to query the system
had to be written by an ITS support employee in order to output data in summary reports.
Because data is streamlined in the E-CIS system, we have developed reports that are
available for managers to gclect from a large menu of reports that can be run on demand
to assist each manager and supervisor in reviewing the performance of their employees to
determine the type of work that has been scheduled and to determine whether we are

meeting our customers’ needs. Reports also can be selected that provide the current
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status of work completed to-date. 'We can also run summary reports by employee or by
service order type to see how many of any type of service order our customers have asked
us to perform, how many orders the representative has been issued, and the total number
of orders completed. We can also review how much time it takes our employees to travel
between orders on average, we can monitor how long they have been at an address, and,
if needed, we can reassign work. For example, if a representative is taking longer than
expected to assist a customer, E-CIS allows for the shifting of work to employees
working in adjacent zones so that our customer’s appointment is still met, we can finish
working with the customer who needed more of our time, and our other customers are not
inconvenienced by the longer-than-expected service call. In those cases, where an
employee has been at an address for longer than expected, we can monitor where they
are, contact them to see that they are safe or if they are experiencing equipment or vehicle
problems. All of this assures us that the employee’s safety and health has not been
compromised. In short, the E-CIS functionalities have enabled Tennessee American to

achieve an on-time service call completion record of 99.75%.

Further, E-CIS provides data directly to the Service First laptop computing equipment
through a wireless interface to the vehicle. Because E-CIS is able to convey data from
the AS400 to our worker in the field in real-time, our workers can stay in their work areas
and achieve the maximum productivity throughout their day. There are no paper orders
to get misplaced or misfiled, and the employee’s supervisor or other support staff can
monitor the wofkléad to that worker. E-CIS provides us with a great link to service our

customers because the interface also allows for uploading account information for meter



10

11

12

13

14

15

16

17

18

19

20

21

22

reading to a handheld computer, a system known as Equinox that can be used to read in
all types of weather conditions. Once the meter reading is obtained for the customer for
that route the readings and data are downloaded to the AS400 mainframe computer, and
then the billing group at the Call Center reviews the meter readings to determine if the
customer’s water usage is within the normal range compared to historical usage, and if
necessary, can generate a service order in E-CIS to our worker to re-read the meter.
Examples of the types of orders and volume of orders were provided by the Company in
TN-COC-01-Q017-ATTACHMENT. If follow-up work is needed by a customer or by
the Call Center with regard to bill preparation, our Field Service Representative will be
dispatched back to the house if it appears no water was used the previous month (zero
usage) or if it appears that there is a low or high consumption (HI/LOW}) possibly
indicating the customer has a leak beyond the water meter or within the home. We can,
at the same time, create an order to have the meter pulled for testing, or to replace the
meter if it is due to be changed for length-of-service considerations. These additional
options were not available to be bundled in the former IBM software known as EDIS

(Electronic Data Inquiry System).

Q. What does the American Water Works Service Company currently bill you
for in relation to the E-CIS system?
A. Tennessee American is billed for Information Technology Services (ITS) which

include activities related to maintaining and servicing E-CIS.
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Q. How do you associate the I'TS costs with the delivered service that Tennessee
American receives from American Water Works Service Company?

A, These services appear under the ITS function. The ITS functional group provides
technical and operational support for the E-CIS mainframe computer and the software,
the JDE Financial Software, and supports the individual desktop and laptop computer
users across the business. [ evaluate the .ITS function in the same way that I evaluate
other services provided by the service company, AWWSC. For example, as I described
in my rebuttal testimony regarding management services that Tennessee American Water
Company receives from American Water Works Service Company, a monthly billing
from AWWSC is received for the actual services delivered to Tennessee American for
that month. These reports enable me to drill down into an enormous amount of data to
assess what services are being provided — such as IT Support services -- by who, when,
where, etc. Supplemental Exhibit JSW-2 is a power point that illustrates the wealth of
information that enables Tennessee American supervisors and managers to evaluate the
services and functions being provided to Tennessee American by the Service Company
so that we may exercise accountability and ensure that service company charges are
actually being delivered, are needed, and provide reasonable value to Tennessee

American customers.

As part of the checks and balances to ensure that ITS-related costs, which include E-CIS
costs, are warranted, it is my job to review the billing for each month and compare that to
the budget to see if the costs are reasonable. I do this for every function area for which

the Service Company provides services to Tennessee American. We compare billings for

10
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each such functional area: Legal Services, Accounting Services, Administrative
Services, IT Services, Call Center Services, Supply Chain, Legal Services, Finance
Services, Water Quality (including the Belleville Central Lab), Engineering, etc. to the
budget for that functional area. We then can continue to drill down into each functional
group and see the service company employees by functional group, by business unit, by
location, or for each amount charged, and then even drill down to see each service
company employee, by day or a summary by pay period of the function to see what
account they charge their time to, then into their time entry to determine the pay code
(regular, vacation, sick, training, etc.). We can determine, by looking at the formula,
what tasks they worked on and hpw many hours were charged to each task. By the
names involved, we can also tell whether these are the service company employees

normally assigned to perform work for Tennessee American.

We can view, by the functional area, how the hours charged to Tennessee American are
associated to the work performed by AWWSC employees that are working directly for
Tennessee American, or whether they are assigning time directly to a Tennessee
American construction project or working on a regional or AWW system project that

benefits Tennessee American and its customers.

Each time we receive a bill from the AWWSC, I take the opportunity to scrutinize each
of the charges, and we can challenge any charge for an employee of the Service
Company. When we have a question we can call the service company employee who

made the charge and get more details about the amount of work they performed, or

11
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discuss with their supervisor, or go to the functional lead, or the manager or director of
the Shared Service Center or the Call Center or the Belleville Lab to ask questions, and
obtain an explanation for the charges. If an individual has charged Tennessee American
incorrectly, we can make and have successfully made requests to have those charges be

charged back to the company to which they belong.

Just as we can cause any unwarranted charges to be removed from Tennessee American’s
bill for functions like Accounting Services or Legal Services, we can also do the same
with ITS charges to Tennessee American. As the end user and for the benefit of our
customers in Tennessee, we can make sure that Tennessee American is not being
overcharged by the Service Company, and that Tennessee American is being charged for
only that which benefits our customers. For example, just as I can and do deterinine
whether the Service Company is closing Tennessee American’s monthly books
(accounting), handling routine contract and labor negotiations {(Legal), obtaining low cost
capital (executive functions), implementing efficiency and safety programs (Operational
Risk), providing complex water quality testing and training for our lab (Belleville lab),
etc, I can and do evaluate whether Tennessee American is receiving services and value
from E-CIS. If E-CIS was not providing needed and reasonable services I would know
about it quickly from customers, employees and through my own observations because

E-CIS is the foundation on which so much of our customer support infrastructure is built.

Q. Can you describe the type of bill that E-CIS generates for Tennessee

American residential custemers.

12
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A. Yes, attached as Supplemental Exhibit JSW-3 is an example of an E-CIS-
generated bill for a residential customer that uses approximately an average amount of
water. Note that the only charges on the bill that relate to Tennessee American’s rate
request are the actual water charges ($15.41). Other charges that appear include sewer
services ($18.18), state and local taxes ($1.43), East Ridge garbage ($10.00), and the
customer protection water line ($5.50). This is an example of a typical water bill
generated by E-CIS. The E-CIS-generated bill provides the customer with far more
information and detail than was previously available. E-CIS also enables customers to
receive a single bill for multiple services that they receive. This is a customer

convenience that helps reduce waste.

Q. Does E-CIS provide any information for other external customers of
Tennessee American or other third parties that would not otherwise be easily
accessible?

A. As I have discussed previously in the Service Metrics Reporting to the TRA and
the CAPD to which Tennessee American agreed in the last case, it would not be possible
to report these metrics without E-CIS. One report that we provide monthly to the TRA
and CAPD is the Customer Service Scorecard. This report ié available to be accessed by
Tennessee American at any point in time to review the progress toward meeting goals
that have been established and agreed to by the Call Center. This report is retained and
provided following the end of the month for my review to determine the level of service

provided by the Call Center. These are the Call Center metrics that we expect for our
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Tennessee customers, and if these are not satisfactory we will contact the Manager or
Director at the Call Center to make sure that customers are receiving great service. We
also can review the amount of work accomplished at the Call Center, and we can report
that work level to the TRA and CAPD in a very specific format which is easily reviewed.
In the previous rate case, filed in 2004, we did not have information easily retrievable
regarding service metrics and call handling, because E-CIS was not completed until mid-
2003 for Tennessee, nor were calls for Tennessee American customers being routed to
the Call Center until July 2003. In order to develop any statistical analysis, we would
have to have local operating personnel review paper records and local phone records
manually and attempt to analyze and quantify this information to respond to data
requests, a very time consuming process. Gathering data from the old EDIS system, such
as estimated meter readings, required the company to go back through printouts or

request queries written by one of two ITS support personnel.

The City of Chattanooga benefits greatly from the implementation of E-CIS as regards
the Sewer Billing Data and billing that Tennesgee American performs on their behalf. E-
CIS makes it possible for Tennessee American to request a report which contains the
information the City would like to have about its sewer customers in a format such as an
Excel Spreadsheet. The sewer service billing and collection is a cost-effective service for
the City of Chattanooga, partly because it is not required to duplicate the service for the
sewer customers. Hamilton County Wastewater Authority, City of Red Bank, Rossville,
Catoosa County, Georgia all contract with Tennessee American to provide billing and

collections for sewer customers. In some municipalities such as East Ridge, garbage

14
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service is billed and collected by Tennessee American on the water bill as a convenience
to their residents. .All of these benefifs are advantageous and bring value to Tennessee
American customers, the City of Chattanooga, and the other municipalities and counties
within Tennessee American’s service territory that are Tennessee American customers.
The services are beneficial, convenient, and cost-effective for our customers because they
prevent waste and duplication which would be occurring if each municipality had to

operate its own billing system independent of the E-CIS system.

Q. Based on your experience, could Tennessee American afford to implement
the service functions provided by E-CIS on its own?

A. No. A sophisticated computer system like E-CIS that is custom-designed for a
water utility is almost cerfainly too expensive for Tennessee American to buy, customize,

implement, and maintain on its own.
Q. Mr. Watson does this conclude your testimony?

A. At this time, it does. However, I respectfully request the opportunity to respond

to any further late-filed testimony or exhibits that may be filed by the CAPD or others.

15
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Tennessee

Amerdican Wafer

PO BOX 678

ALTON, IL. 62002-0578

For Service To: JMRNNINRNNN

Chattanooga TN 3741 il

UUULA0UUVD LSS LOUUVUUUUUVUUUDUDAY L.

Amount Paid

ill’llf!ill!’llIISI'IIIIIIllilll‘!llllilif!lIII!II‘II;IIEIIII!

Supplemental Exhibit JSW.-3

26-0068431-6

$50.52

May 15, 2007

ELECTRONIC
PAYMENY
DO NOT PAY

Tennesase American Water

PO Box 70824

Charlotta, NC 28272
!Iiflll!llllill%lllI[Il]ili'lll!lt!llilllllililillli

D Ploase check hera to add Profect Walsr Halp cormribudon io yaur manthly bi,
or lo change your address or {efephone number. Print information oft reverss sids.

Customer Account information

For Serviea To: ‘
Account Number

Premises Number

Billing Period & Meter information
Billlng Date: Apri12, 2007

Billing Period: Mar 08 to Apr 09 {32 days}

Next reading onfabout: May 08, 2007
Rate Type: Residential

Meter readings In current billing perlod:

Meter Number OBZ3758927T Is & 5/8-Inch meter.

Present-actual 46

Last-aciual 40
100 Cublc Feet used &

1 cuft. = gpprox 7.50 gallons
Gallons used 4500

Water Usage Comparison

Monthiy usage
EEEREERERER
§ y & g pt v e b

ai-

Billing Summary

«--e=-Prlor Balance

Balance from last biif

Paymenis as of Apr 12, 2007. Thanks!

Total prior batance, Apr 12, 2007

weenneenGirrent Water Gharges-—-e--

Bagic Service

Waler Volume

Total water charges, Apr 12, 2007

=eemeGurrent Wastewater Gharges--

Hamilfon Swr

Tota!l wastewater charges, Apr 12, 2007

e Other Gurrent Gharges-------»--

Cuslomer Protection Water Line

Easl Ridge Garbage AES

Total other charges, Apr 12, 2007
Yaves

Tennessae State and Locaf Tax

Total laxes, Apr 12, 2007

- Tolal Gurrent Charges -~

B L G

435,27
-35.27
.00

9.26
6.15
15.41

18,18
18.18

5.50
10,00
15.50

i.43
1.43

50.52

...... -TOT AL AMOUNT DUEr-r-srsssssmanen

Do ot send payment, Tolal Amount Due wifl be deducled

frem your bank gecount on May 15, 2007

~HON

Messages from Tennessea American Water

For your convenience, we have payment localions at: * Kingwood Pharmacy 3824 Ringgold Rd,



TENNESSEE REGULATORY AUTHORITY

STATE OF TENNESSEE

COUNTY OF DAVIDSON
BEFORE ME, the undersigned authority, duly commissioned and qualified in and for the

State and County aforesaid, personally came and appeared John 8. Watson, being by me first

duly sworn deposed and said that
He is appearing as a witness on behalf of Tennessee American Water Company before
the Tennessee Regulatory Authority, and if present before the Authority and duly sworn, as set

forth in his E-CIS Supplemental Testimony attached hereto

DATED this 2{o-th day of April, 2007

(sigrlature) \_)

Tbu oS V\/A’TEC)GJ

{printed name)

Sworn to and subseribed before me this Z&th day of April, 2007
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Respectfully submitted,

z 7904 éu-’- b/p .S,

R. Dale Grimes (#06223)

I. Davidson French (#15442)
Ross 1. 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



CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing has been served via the
method(s) indicated, on this the 26th day of April, 2007, upon the following:

[ ] Hand Michael A. McMahan

[ ] Mail Special Counsel

[ 1 Facsimile City of Chattanooga (Hamilton County)
[x] Overnight Office of the City Attorney

[x] Email Suite 400

801 Broad Street
Chattanooga, TN 37402

[x] Hand Timothy C. Phillips, Esq.

[ ] Mail Vance L. Broemel, Esq.

[ 1 Facsimile Office of the Attorney General

[ ] Ovemight Consumer Advocate and Protection Division

[x] Email 425 5th Avenue Notth, 2™ Floor
Nashville, TN 37243

[x] Hand Henry M. Walker, Esq.

[ ] Mail Boult, Cummings, Conners & Berry, PLC

[ ] Facsimile Suite 700

[ 1 Overnight 1600 Division Street

[x] Email Nashville, TN 37203

[ ] Hand David C. Higuney, Esq.

[ ] Mail Grant, Konvalinka & Harrison, P.C.

[ ] Facsimile 633 Chestnut Street, 9% Floor

[x] Ovemnight Chattanooga, TN 37450

[x] Email

[ ]} Hand Frederick L. Hitchcock, Esq.

[ ] Mail Chambliss, Bahner & Stophel, P.C.

[ ] Facsimile 1000 Tallan Building

Ix] Overnight Two Union Square

Ix] Email Chattanooga, TN 37402

6387364.1 )





