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BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

IN RE:

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

Docket No. 08-00039

CONSUMER ADVOCATE AND PROTECTION DIVISION’S RESPONSES TO THE
TRA STAFF DATA REQUEST

Robert E. Cooper, Jr., Attorney General and Reporter for the State of Tennessee, by and
through the Consumer Advocate and Protection Division of the Office of the Attorney General
(“Consumer Advocate” or “CAPD”), hereby submits its response to the TRA Staff Data Request
of August 14, 2008.

DATA REQUEST NO. 1: Please update and provide all CAPD schedules to reflect the income

tax effect of the O&M adjustments recognized in the updated CAPD exhibits dated August 5,
2008.
RESPONSE: Attached are hard copies of the CAPD’s revised exhibits and work papers.
Additionally, the revised exhibits and work papers are provided in Excel format. In light of the
rebuttal testimony and information provided by Tennessee American Water Company
(“TAWC”), the following revisions were made:

(1) Reduced Other Utility Revenues by $26,031 for Signal Mountain per TAWC

Rebuttal Exhibit SAM-4, filed on August 13, 2008.
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(2)

3)

4

)

(6)

(7

®)

©)

Reduced Construction Work in Progress by $473,893 per TAWC response to
TRA #5, TN-TRA-Q001-ATTACHMENT 2, Page 1 of 1 as of March 2008, filed
on August 5, 2008.

Eliminated Cash amount per TAWC response to TRA #5, TN-TRA-QO01-
AMENDED EXHIBIT, No. 1, Schedule 3, Page 1 of 6, Line 7, filed on August 5,
2008.

Eliminated Prepaid Insurance amount per TAWC response to TRA #5, TN-TRA-
Q001-AMENDED EXHIBIT, No. 1, Schedule 3, Page 1 of 6, Line 9, filed on
August 5, 2008.

Reduced Lead-Lag Study amount by $131,941 for changes to O&M Expenses and
Rate Base made in these revised exhibits and work papers.

Reduced Incidental Collections amount by $290,114 per TAWC response to
CAPD Second Discovery Request, #18, filed on July 31, 2008.

Reduced Accumulated Amortization of Utility Plant Capital Lease by $86,417 per
TAWC Rebuttal Testimony, S. Miller, Page 6, Line 11, filed August 13, 2008.
Reduced Accumulated Deferred Income Taxes by $2,290,946 per TAWC
Rebuttal Testimony, S. Miller, Page TAWC Rebuttal Testimony, S. Miller, Page
8, Line 19, filed on August 13, 2008.

Correct CAPD Working Capital Error of $76,221.

The net effect of the rate base adjustments increases rate base by $1,6068,064. The

income tax effect of the revenue adjustment and rate base adjustments is found on Schedule 7 of

the CAPD’s revised exhibits. The changes made in these revised exhibits and work papers

reflect all known revisions that are needed in light of the information recently provided by



TAWCG,; all of this information was provided after the Consumer Advocate submitted its prefiled

testimony on July 18, 2008.

Dated: August 15, 2008

RESPECTFULLY SUBMITTED,

L)

OE SHIRLEY
Assistant Attorney Géneral
Office of the Attorney General and Reporter
Consumer Advocate and Protection Division
P.O. Box 20207

Nashville, TN 37202-0207
Tel: (615) 741-3549

-

CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing is being served via U.S. Mail

and/or electronic mail upon:

R. Dale Grimes, Esq.

Ross lan Booher, Esq.

Bass, Berry & Sims PLC

315 Deaderick Street, Suite 2700
Nashville, TN 37238

Frederick L. Hitchcock, Esq.
Harold L. North, Jr., Esq.
Chambliss, Bahner & Stophel, P.C.
1000 Tallan Building

Two Union Square

Chattanooga, TN 37402-2500

Henry M. Walker, Esq.

Boult, Cummings, Conners & Berry, PLC
1600 Division Street, Suite 700
Nashville, TN 37203

Michael A. McMahan, Esq.
Valerie L. Malueg, Esq.
Special Counsel

City of Chattanooga

801 Broad Street, Suite 400
Chattanooga, TN 37402

David C. Higney, Esq.

Grant, Konvalinka & Harrison, P.C.
Ninth Floor, Republic Centre

633 Chestnut Street

Chattanooga, TN 37450-0900

, 2008.

This the / E)—in\ day of A7 P

122193




Tennessee-American Water Company
Index to Schedules
For the 12 Months Ending August 31, 2009

Revenue Deficiency

Comparative Rate Base

Income Statement at Current Rates
Income Statement at Proposed Rates
Operation & Maintenance Expenses
Taxes Other Than Income Taxes
Excise and Income Taxes

Revenue Conversion Factor

Cost of Capital

TRA Docket #08-00039
Revised Exhibit CAPD
Index

8/14/2008 0:12
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Tennessee-American Water Company
Revenue Deficiency

For the 12 Months Ending August 31, 2009

Line

_No._
1 Rate Base
2 Operating Income at Present Rates
3 Earned Rate of Return (Line 2/Line 1)
4 Cost of Capital
5 Required Operating Income (Line 1*Line 4)
6 Operating income Deficiency (Line 5-Line 2)
7 Gross Revenue Conversion Factor
8 Revenue Deficiency (Line 6*Line 7)

Schedule 2
Schedule 3
Schedule 9
Schedule 8
TAWC Exhibit 1, Schedule 1

CAPD TAWC Difference
121,818,865 A/ 118,199,645 A/ 3,619,220
9,006,538 B/ 5452,341 B/ 3,554,197
7.39% 4.61% 2.78%
6.65% C/ 8.514% E/ -1.86%
8,105,387 10,063,518 (1,958,131)
(901,151) 4,611,177 (5,512,328)
1.649695 D/ 1.71974555 E/  (0.070050)
(1,486,624) 7,930,051 (9.416,675)

TRA Docket #08-00039
Revised Exhibit CAPD
Schedule 1

8/14/2008 0:11



Line
No.

10

11

12

13

14

15

16

TRA Docket #08-00039
Revised Exhibit CAPD

Tennessee-American Water Company

Comparative Rate Base

For the 12 Months Ending August 31, 2009

Utility Plant in Service

Construction Work in Progress

Utility Plant Capital Lease
Limited-Term Utility Plant - Net
Working Capital

Def. Maint.

Total Additions

Accumulated Depreciation
Accumulated Amort. of Utility Capitat Lease
Accumulated Deferred Income Taxes
Customer Advances for Construction
Contributions In Aid of Construction
Unamortized Investment Tax Credit
RWIP/Utility Plant Acquisition Adj.
Total Deductions

Rate Base

A/ TAWC Exhibit 1, Sch. 2
B/ CAPD work papers.

Schedule 2

8/14/2008 0:11

CAPD TAWC Difference
209,341,111 203,998,392 5,342,719
5,284,789 7,996,461 (2,711,672)
1,590,500 1,590,500 -
599,651 1,396,084 (796,433)
216,816,051 214,981,437 1,834,614
62,426,348 63,563,205 (1,136,857)
1,139,858 1,139,858 -
15,242,359 16,931,771 (1,689,412)
7,628,149 6,793,935 834,214
8,459,113 8,399,016 60,097
33,994 37,993 (3,999)
67,365 (83,986) 151,351
94,997,186 96,781,792 (1,784,606)
121,818,865 118,199,645 3,619,220




Line
No.

Tennessee-American Water Company
income Statement at Current Rates
For the 12 Months Ending August 31, 2009

Operating Revenues

Operations and Maintenance Expense
Depreciation and Amortization Expense
Taxes Other Than Income

State Excise Tax

Federal Income Tax

Total Operating Expense

AFUDC

Net Operating Income for Return

A/ TAWC Exhibit 2, Sch. 2
B/ Schedule 5

C/ TAWC Exhibit 2, Sch. 1
D/ Schedule 6

E/ Schedule 7

F/ TAWC Exhibit 2, Sch. 3
G/ TAWC Exhibit 2, Sch. 1
H/ TAWC Exhibit 2, Sch. 6

I/ CAPD work paper E-DEP

TRA Docket #08-00039
Revised Exhibit CAPD

Schedule 3

8/14/2008 0:11

CAPD TAWC Difference
39,492,768 A/ 37,142,460 A/ 2,350,308
19,752,233 B/ 21,478,005 B/ (1,725,772)

4,366,120 I/ 4,730,347 C/ (364,227)
4,047,986 D/ 4,176,423 G/ (128,437)
473,924 E/ 406,685 H/ 67,239
2,309,657 E/ 1,362,349 H/ 947,308
30,949,920 32,153,809 (1,203,889)
463,690 F/ 463,690 F/ -
9,006,538 5,452,341 3,554,197




Line
No.

10

11

Tennessee-American Water Company
Income Statement at Proposed Rates
For the 12 Months Ending August 31, 2009

Operating Revenues

Forfeited Discount Revenues

Total Revenues

Operations and Maintenance Expense
Depreciation and Amortization Expense
Taxes Other Than Income

State Excise Tax

Federal Income Tax

Total Operating Expense

AFUDC

Net Operating Income for Return

A/ Schedule 3
B/ TAWC Exhibit 2, Sch. 2

C/ Schedule 1, Line 8 x appropriate factor from Schedule 8

TRA Docket #08-00039
Revised Exhibit CAPD

Schedule 4

8/14/2008 0:11

Current Proposed
Rates A/ Adjustments C/ Rates
39,173,060 (1,486,624) 37,686,436
319,708 306,923
39,492,768 (1,499,409) 37,993,359
19,752,233 19,735,590
4,366,120 4,366,120
4,047,986 4,047,986
473,924 377,544
2,309,657 1,824,422
30,949,920 30,351,662
463,690 463,690
9,006,538 8,105,387
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No.
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11

12

13
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15
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TRA Docket #08-00039
Revised Exhibit CAPD

Tennessee-American Water Company
Operation & Maintenance Expenses
For the 12 Months Ending August 31, 2009

Salaries and Wages
Purchased Water

Fuel and Power
Chemicals

Waste Disposal
Management Fees
Group Insurance
Pensions

Regulatory Expense
Insurance Other Than Group
Customer Accounting
Uncollectible Expense
Rents

General Office Expense
Miscellaneous Expense

Other Maintenance Expense

Total O&M Expense

A/ CAPD work papers
B/ TAWC Exhibit 2, Sch. 3

Schedule 5
8/14/2008 0:11

CAPD A/ TAWC B/  Difference

4,877,597 5,058,987 {181,390)
52,621 52,110 511
2,337,108 1,922,043 415,085
1,060,227 1,659,222 (498,995)
169,535 179,088 (9,553)
3,453,223 4,335,190 (881,967)
1,672,934 1,714,550 (41.616)
1,156,442 1,161,108 (4,666)
341,868 543,384 (201,516)
534,380 583,492 (49,112)
763,785 738,845 24,940
434,707 417,756 18,951
17,618 11,336 6,282
256,041 245,926 10,115
1,802,072 2,018,623 (216,551)
822,075 936,345 (114,270)
19,752,233 21,478,005 (1,725,772)




Line
No.

TRA Docket #08-00039
Revised Exhibit CAPD

Tennessee-American Water Company

Taxes Other Than Income Taxes

For the 12 Months Ending August 31, 2009

Other General Taxes
Gross Receipts Tax
TRA Inspection Fee
Property Taxes
Franchise Tax

FICA Taxes
Unemployment Taxes

Total Taxes Other Than income Taxes

A/ CAPD work paper T-OTAX2
B/ CAPD work paper T-OTAX1
C/ CAPD work paper T-OTAX3

Schedule 6
8/14/2008 0:11

CAPD TAWC Df Difference
- 568 (568)
357,833 A/ 546,017 (188,184)
75,588 74,295 1,293
2,842,849 B/ 2,824,972 17,877
397,550 344,020 53,530
366,896 C/ 378,917 (12,021)
7,270 C/ 7,634 (364)
4,047,986 4,176,423 (128,437)

D/ TAWC Exhibit 2, Sch. 5, TAWC response to TRA #13, Page 1 of 147.
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Tennessee-American Water Company

Excise and Income Taxes
For the 12 Months Ending August 31, 2009

Operating Revenues

Salaries and Wages
Purchased Water

Fuel and Power

Chemicals

Waste Disposal

Service Company Charges
Group Insurance

Pensions

Regulatory Expense
insurance Other Than Group
Customer Accounting
Uncollectible Expense
Rents

General Office Expense
Miscellaneous Expense
Other Maintenance Expense
Depreciation and Amortization Expense
Taxes Other Than income
NOI Before Excise and Income Taxes
AFUDC

Interest Expense

Pre-tax Book Income
Schedule M Adjustments
Excise Taxable Income
Excise Tax Rate

Excise Tax Payable

Excise Tax Deferred

Excise Tax Expense

Pre-tax Book Income
Preferred Dividend Credit
Excise Tax

Schedule M Adjustments

FIT Taxable Income

FIT Rate

Federal Income Tax Payable
ITC Amortization

Federal Income Tax Deferred

Federal income Tax Expense

A/ Schedule 5
B/ Schedule 4

Attrition
Amount A/

4,877,597
52,621
2,337,108
1,060,227
169,535
3,453,223
1,672,934
1,156,442
341,868
534,380
763,785
434,707
17,618
256,041
1,802,072
822,075
4,366,120
4,047,986

11,326,429

463,690
(4,479,075)

7,311,044

(19,904)

7,291,140

6.50%

473,924

473,924

7,311,044
(473,924)

6,817,215
35.00%

2,386,025

(76,368)

2,309,657

C/ Schedule 1, line 1 * Weighted Cost of Debt per Schedule 9

D/ TAWC Exhibit No. 2, Schedule 7, Line 36.
E/ TAWC Exhibit No. 2, Schedule 7, Line 11.

39,492,768 B/

C/

D/

(19,904) D/

E/

TRA Docket #08-00039
Revised Exhibit CAPD

Schedule 7

8/14/2008 0:11



Line
No.
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Tennessee-American Water Company

Revenue Conversion Factor
For the 12 Months Ending August 31, 2009

TRA Docket #08-00039
Revised Exhibit CAPD

Operating Revenues
Add: Forfeited Discounts
Balance

Uncollectible Ratio
Balance

State Excise Tax
Balance

Federal Income Tax
Balance

Revenue Conversion Factor (Line 1/ Line 11)

A/ 12 MTD 3/31/08 ($319,708/$37,196,860)
B/ 12 MTD 3/31/08 ($429,323/$38,589,907)
C/ Statutory Rate

Amount Balance
1.000000
0.0086 A/ 0.008600
1.008600
0.0111 B/ 0.011195
0.997405
0.0650 C/ 0.064831
0.932573
0.3500 C/ 0.326401
0.606173

1.649695

Schedule 8
8/14/2008 0:11



Cost of Capital

Tennessee-American Water Company

For the 12 Months Ending August 31, 2009

TRA Docket #08-00039
Revised Exhibit CAPD
Schedule 9

8/14/2008 0:11

Line Weighted Tax
No. Parent: Ratio Cost Cost Deductible
1 Long Term Debt 55.14% 5.86% 3.23% 2.99%
2 Short Term Debt 1.90% 2.87% 0.05%
3 Common Equity 42.96% 7.50% 3.22%
4 Total 100.0% 6.51%
Weighted

Tennessee American: Ratio Cost Cost
5 Long Term Debt 7.61% 8.43% 0.64% 0.64%
6 Common Equity 92.39% 6.51% 6.01%

Total 100.0% 6.65% 3.6%

Final Capital Structure

Weighted

Parent: Ratio Cost Cost Tax Deductible
8 Long Term Debt 50.94% 5.86% 2.99% 2.99%
9 Short Term Debt 1.76% 287% 0.05% 0.05%
10 Common Equity 39.69% 7.50% 2.98%
11 Total Parent 92.39% 6.51% 6.01%

Tennessee American:
12 Long Term Debt 7.61% 8.43% 0.64% 0.64%
13 Total Subsidiary 7.61% 8.43% 0.64%
14 Total 100.0% 6.65% 3.68%

Source: Exhibit CAPD-SB
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