STATE OF TENNESSEE

Office of the Attorney General

ROBERT E. COOPER, JR.
ATTORNEY GENERAL AND REFORTER

LUCY HONEY HAYNES MICHAEL E. MOORE
CHIEF DEPUTY ATTORNEY GENERAL CORDELL HULL AND JOHN SEVIER STATE SOLICITOR GENERAL
OFFICE BUILDINGS
LAWRENCE HARRINGTON TELEPHONE (615) 741-3491
CHIEF POLICY DEPUTY MAILING ADDRESS FAGSIMILE (615) 741-2009

P.O. BOX 20207
NASHVILLE, TN 37202

August 31, 2009

Darlene Standley, Chief

Utilities Division

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

Re: Docket No. 09-00056 — Petition of Cartwright Creek, LLC to Change and Increase Rates
and Charges.

Dear Ms. Standley:
Pursuant to the data request issued on August 25, 2009 in the above-referenced docket, enclosed please

find four copies plus an electronic version of the following documents provided by the Consumer
Advocate and Protection Division:

1. Copies and Excel files of all workpapers supporting Schedules 1 through 5 attached to the
direct testimony of Dave Peters.
2. A Reconciliation of the revenues shown on Schedule 4 (Income Statement at Proposed

Rates) with Mr. Peters’ testimony ont page 9 (lines 9-17).

As a result of the reconciliation of revenues conducted pursuant to Item 2 above, Mr. Peters will be filing
supplemental testimony consistent with the reconciliation, as well as reconciled schedules and related
workpapers. If you have any questions regarding this response to the data request, please do not hesitate
to contact me at (615) 741-4657.

Thank you for your assistance.

Sincerely,

£y j{j(a,{,%,_.:; ,x;%(; éfb- Lu:tx,
Mary Leigh White'
Assistant Attorney General

Attachments

cc: Thomas L. Kolschowsky
Gregory L. Cashion
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IN THE TENNESSEE REGULATORY AUTHORITY

AT NASHVILLE, TENNESSEE

IN RE: )
)
PETITION OF CARTWRIGHT CREEK, ) DOCKET NO. 09-00056
LCC TO CHANGE AND INCREASE )
RATES AND CHARGES )

AFFIDAVIT OF PAVE PETERS

I, Dave Peters, Regulatory Analyst, for the Consumer Advocate Division of the Attorney
General’s Office, hereby certify that the attached Corrected Supplemental Direct Testimony

represents my opinion in the above-referenced case and the opinion of the Consumer Advocate

Division.
DAVEPETERS °
“nH’lHu,
. “\\LY N/G ¥s,
Sworn tc;{ and subscribed before me §<<; STATE 6;,\
this 3>" day of Qg!%. , 2009, £ T W%
= i 1 TENNESSEE
s, NOTARY 5o &
%&4\) \ § -j:f?o PUBLIC &
M "a "’J:O'/'\i "C-O.U.‘:\'} ““\ \‘\
NOTARY PUBLIC

My Commission Expires AUG. 23,2011

My commission expires: Q,l&% 93_, 20 {f
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Please reconcile the revenues shown on Schedule 4 (Income Statement at
Proposed Rates) with your testimony on page 9 (lines 9-17).

In my schedule 4, line 11, I initially showed a normalizing adjustment to  Water
Service Revenues of $76,155, but the actual normalizing adjustments
number should have been $116,678. The Company proposed Water Service
Revenues and the CAPD proposed Water Service Revenues did not change as a
result of this correction and this correction does not affect CAPD’s position.

Additionally, in the same schedule 4, The CAPD had initially shown
miscellaneous revenues of $12,150. This number is incorrect. 1 inadvertently
applied the CAPD proposed GDP chained price deflator index number of 28.81%
to Other Sewer Revenues ($1,359). Eliminating this application reduced the
CAPD proposed Miscellaneous Revenues from $12,150 to $11,759, a difference of
$391.

Also, 1 initially showed the Revenue Deficiency on Schedule 1, line 8 for the
Company as $185,233.  This number inadvertently had the Bonding Fee
Surcharge amount of $2,400 included twice. I have corrected this and the correct
revenue deficiency number is now $182,833.

' CAPD Exhibit Schedule 2, Line 27. _
Supplemental Testimony of Dave Peters TRA Docket #09-00056 Page 1
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Cartwright Creek, LLC
Historicial Income Statement Analysis

Under New
12 Months 12 Months 12 Months  Actual AdjustedActual Tariff
Ended 12/05 Ended 12/06 Ended 12/07 Ended 12/08 Ended 12/08 Ended 04/09
Income
Flat rate revenues $ - 3 - % -
Residential revenues $ 186,930 $ 185867 $ 186,189 $ 190,441 A § (809) $ 189,641 A $ 331,871 2.28%
Bonding Fee Surcharge B $ 2,400
Other revenues $ - % - % - % - $ -
Measured revenues $ - % - % - % - $ -
Commercial revenuss $ 53225 § 53,225 § 53428 % 54137 $ 54137 A $ 94,739 1.33%
Revenues from other systems $ - & - % - % - $ - % - C§$ 8000 % 8,000
Other sewer revenues $ 862 § 910 $ 1,068 § 1,358 3 1,359 3 1,359
TOTAL income $ 241016 $§ 240,001 $ 240,685 § 245938 $ 245,136 5 433,389 2.18%
Expenses
Salaries & wages - employees $ - 8 - % - 8 - $ -
Sataries & wages - officers, $ - 3 - 3 - % - $ - $ 961
Purchased sewage treatment $ - % - % - % - $ -
Sludge removal expense $ 72908 % 85080 $ 55925 § 63,392 % - $ 63392 D § 5071 § 68,483 7.58%
Purchased powet $ 24152 § 24539 $ 23,369 § 268,208 $ - $ 26208 E § 322 8 29,929 12.15%
Fuel for power production $ - % - % - 3 - $ - $ .
Chemicals $ 11145 § 12,505 $ 14,099 $ 10,354 $ 10,354 $ 10,354 -26.56%
Materials & suppfies $ 22780 § 17,706 § 218632 % 8,161 $ - $ 8,161 $ 2000 § 10,181 -62.27%
Confractual services $ - % - $ - $ - $ -
Fngineefing $ 470 § - $ 2528 $% - $ - $ -
Plant Management $ 30900 % 32450 § 51,004 § 148,048 $ - $ 148048 F § (5,000) § 143,048 189.76%
Accounting $ 30000 $ 30,000 $ 30,420 & 30,356 $ 3035 G § 44 § 30,400 0.21%
Repairs & Maint to plant $ 71867 § 12213 § 89,084 & 31,1 3 31,194 b 31,191 -64.99%
Legal fees $ 68 § - 3 -8 - $ - $ -
Consulfing fees $ - $ - $ 13838 $ 15873 $ (15873) § - $ -
Rents $ - § - % - % - 3 - H$ 7800 § 7800  #DIV/OI
Transportation expenses 3 - $ - $ - $ 4,936 3 4,936 $ 4,938 #Div/0!
Telephone ’ $ - % - 3 428 $ 1,535 $ 1,535 $ 1,535 258.97%
Insurance expenses $ 632 § 822 3% 958 5 $ 19.805 $ 19,805 1966.64%
Postage § 1,747 $ 1617 $ 1516 & 2,044 $ 2044 | § 216§ 2,260 34.86%
Rate Case Expense $ - $ - $ - $ - $ - J § 8000 § 8,000  #DiIViol
Regulatory commission expense 3 708 § 708 $ 705 0§ 707 $ 707 $ 707 0.28%
Bad debt expense $ 16 $ 168 $ - $ 1,785 % 1,795 $ 500  #DIVIO!
Interest Expense $ - % - 3 - % - $ - 5 -
Interest Exp -~ Smith Note § 19599 § 11,107 § 21,222 § 61,585 $ (46,247) $ 15,338 $ 15,338 190.19%
tnterest on Bank of America Escrow - 3 - 8 - % - 3 - § -
Bani charges ] 1,583 % 1643 § 4032 $ 3,811 $ {2,400} $ 1411 B § 2400 § 3,811 -5.49%
Miscelianeous expense $ 1,597 § a88 $ 4088 § 28637 3 2,637 $ 2,637 -35.61%
industry association dues $ - % - % - $ 520 % 520 3 520
Communication sesvice $ - % - % - % - $ - $ -
Stackhoders' meeting expenses $ - $ - $ - $ - 3 - $ -
Directors' fees & expenses § - $ - $ - $ - $ - $ -
W/ expenditures for abandoned 3 - 8 - 3 - % - % - $ .
Operating expense offset 5 - $ - $ - $ - $ - $ -
5 - $ -
TOTAL Expenses $ 200272 § 301556 § 337,745 § 432,058 $ 368,438 § 392,356 16.17%
OPERATING PROFIT (LOSS) $ (49.256) $ (61,555) § (97.080) § (187,022) $ (123,302) $ 45,013
Other Income & Expenses
Depreciation 3 (29342 § (29,342) § (29,342) § (29,342) L $ 50,000 $ (27645) L § (27,645)
Amort of utility plant aguisit 5 - % - % - § -
Amortization exp - ather $ - § - % - $ 12000 $ 16666 K § (8333) % {8,333)
Permits & Taxes other than income $ (11,097) § (16,053) § (14,464) § (29,101} $ 6633 3 (22467) M % {17,000)
Interest & dividend income § 4 $ 5075 § 3,169 $ 11,576 $ (35000 % 8,076 N $ 7,200
Other Income-Gain refinance $ - $ - b - & -
Nonutiity income - 3 - 5 -3 - $ -
Misc. nonutility expense $ - $ - £ - & -
Dep of plant not used & useful $ - 3 - $ - $ -
Imprudent expenses $ - 3 - % - $ B
Donations ] - % - % - $ -
Penalities for violations $ - % - % - $ -
Interest expanse $ - $ - $ - $ -
TOTAL Other Income & Expenses § (77,304) § (40,319 $ (40,637) $ (46,866) $ (25,370) $ (45,778}
PROFIT(LOSS) BEFORE TAXES $ (126,559) § (101,874) $ (137,697) $ (233,888) $ (148,672) $ 235
Provisions for Taxes (o] § {32}
Income taxes 3 - % - 3 -
Inc taxes, other income & dedu 3 - $ - $ -
Invesiment tax credits ] - % - % -
TOTAL Provisions for Taxes $ - $ - § - % (92)
NET PROFIT (LOSS) $ (126,550) $ {101,874) § (137,607) § (233888} § - § (148672) $ 143




Name of Respondent This Report is: Date of Report | Year of Report
Cartwright Creek LLC (successor to Car{(1} __XX An Origina! (Mo, Da, Y1) 2008
(2) A Resubmission 3/31/09 12/30/04
CONTRIBUTIONS IN AID OF CONSTRUCTION (271)
Description Water Sewer Total
(@ ®) () @

Balance First of Year - 1,150,293 1,150,293

Add Credits During Year - - -

Less Charges During Year

Balance End of Year

Less Accumulated Amortization
Net Contributions in Aid of Construction

ADDITIONS TO CONTRIBUTIONS IN AID OF CONSTRUCTION DURING YEAR (CREDITS}

Report below all developers or contractors agreements from Indicate ""Cash"
which cash or property was received during the year or "Property" Water Sewer
(a) () ) @

Contractor or Developer #1

Contractor or Developer #2

Contractor or Developer #3

Contractor or Developer #4

Contractor or Developer #5

Contractor or Developer #6

Contractor or Developer #7

Contractor or Developer #8

Contractor or Developer #9

Contractor or Developer #10
Contractor or Developer #11
Contractor or Developer #12
Contractor or Developer #13
Contractor or Developer #14
Contractor or Developer #15
Contractor or Developer #16
Contractor or Developer #17
Contractor or Developer #18
Contractor or Developer #19
Contractor or Developer #20
Contractor or Developer #21
Contractor or Developer #22
Contractor or Developer #23
Contractor or Developer #24
Contractor or Developer #23
Contractor or Developer #26
Contractor or Developer #27
Contracior or Developer #28
Contractor or Developer #29
Contractor or Developer #30

Total Credits During Year

S0 =1 & L b b



Date of Report

Changes during year (Please Specify)
Changes during vear (Please Specify)
Changes during year (Please Specify)
Changes during year (Please Specify)
Changes during year (Please Specify)
Balance end of year

Name of Respandent This Report is: Year of Report
Cartwright Creek LLC .
(successor to Cartwright
Creek Utility Co.) (1) __XX An Original (Mo, Da, Y1) 20608
(2) A Resubmission 3/31/09 12/30/04
CAPITAL STOCK (201 - 204) '
Common Preferred
Stock Stock
(@) (b) (€)
Par or stated value per share -
Shares Authorized - -
Shares issued and outstanding -
Total par value of stock issued -
Dividends declared per share for vear 0 0
RETAINED EARNINGS (215)
) Appropriated | Unappropriated
() ) ()
Balance first of year - (1,729,989}
Changes during year NET INCOME/(NET LGSS) - (222,469}

Total Long-Term Debt

PROPRIETARY CAPITAL (218)
Proprietor Partner
@ (®) ()
Balance first of year - 557.602
Changes during year (Operations) - -
Changes during year (Cash Advance) Sheaffer lnternational - 7.186
Changes during year (Please Specify)  Land Contribution - 102,640
Changes during year (Please Specify)
Changes during year (Please Specify)
Changes during year (Please Specify)
Balance end of year
LONG-TERM DEBT (224)

Year End

Drescription of Obligation including Issue & Maturity Dates Interest Rate Balance
(a) ) ©

Reese Smith 0.25% 204,786.12
Stephen Smith 8.25% 204,786.12
Sheaffer International 0.00% 49,974.65
Debt #4 0.00% : -
Debt #5 0.00% “
Debt #6 0.00% -
Debt #7 0.00% -
Debt #8 0.00% -
Debt #9 0.00% -
Debt #10 (.00% -
Debt #11 0.00% -
Debt#12 -

0.00%

=R B R R S ]




Name of Respondent This Report is: Date of Report | Year of Report

Cartwright Creek LLC (successor to {(1) _ XX An Original (Mo, Da, Yr} 2008

(2 A Resubmission 3/31/09 12/30/04
NET UTILITY PLANT
Plant Accounts {101-107) Inclusive Water Sewer Other Total
@) © () 0) ®
Utility Plant in Service (101) 0 956,947 0 956,947
Construction Work in Progress (105) 0 0 0 0
Other (land) 0 102,640 0 102,640
Other (Please Specify) 0 0 0 0
Other (Please Specify) 0 0 0 0
Other (Please Specify) 0 0 0 0
Other (Please Specify) 0 0 0 0
Other (Please Specify) 0 0 0 0
Total Utility Plant ' 58; ir

ACCUMULATED DEPRECIATION AND AMORTIZATION OF UTILITY PLANT

Total Credits

Debits Daring Year:
Book/Historical Cost of Plant Retired
Cost of Removal
Other Debits (Correction of Over Amort.);
Other Debits (Please Specity):
Other Debits (Please Specify):
Other Debits (Please Specify):

Total Debits

Balance End of Year

Account 108 Water Sewer Other Total
(2) © @ © ®

Balance First of Year 0 831,932 0 831,932
Credits During Year:

Accruals charged to Depreciation Account 0 27,645 U 27,645

Salvage 0 0

Other Credits (Please Specify): 0 0

Other Credits (Please Specify): 0 0

Other Credits (Please Specify): 0 0

Other Credits (Please Specify): 0 0

0 0 0 0
0 0 0 0
0 9,795 0- 9,795
0 0 0 0
0 0 0 0
0 0




B4

Net Utility Plant

Cash

Customer Accounts Receivable (141)

Other Assets (Restricted Cash securing LOC)

Other Assets {Prepaid Insurance)

Otber Assets (Deferred Rate Case Expense)

Other Assets {Def. Permit Costs-Waterbridge)
Total Assets

LIABILITIES AND CAPITAL

Common Stock Issued (201}
Preferred Stock Issued (204)
Other Paid-In Capital (211)
Retained Earnings {215)
Capital (Proprietary & Partnership-218)
Total Capital

Long-Term Debt (224)

Accounts Payable (231)

Notes Payable (232)

Chustomer Deposits (235)

Accrued Taxes (236)

Advances Payable

Other Liabilities Accrued Inlerest

Other Liabilities {Due to Sheaffer)

Other Liabilities (Misceilaneous }

Other Liabilities {Please Specify)

Advances for Construction

Contributions In Aid Of Const.-Net (271-2)
Total Liabilities

Total Liabilities & Capital

Name of Respondent This Report is: Date of Report | Year of Report
Cartwright Creek LLC (successor fo Cartwi (1) _ XX An Original (Mo, Da, Y1)
(2) A Resubmission 3/30/2004 2008
COMPARATIVE BALANCE SHEET Report Date:
~ Ref
Account Name Page Current Year | Previous Year
(a) M) © (d)
ASSETS
Utility Plant in Service (101-105) B5/W1/51 1,059,587 950,947
Accum. Depreciation and Amortization (108) F5/W2/52 849,782 831,932

3811 3,261
3,383 2,304
240,100 240,000
458 423
17.125 0
140,743

S

F-6
F-6

F-6 (1,952,458) (1,729,989)
F-6 667,428 557,602

F-6 459,547 459,547
15,970 34,886
12,250 12.250

F-7 11,958 11414
58,485 0
191,953

F-8 1.150,293 1,150,293
00Ass = TAGRE00

—
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Date of Report

Name of Respondent This Report is: Year of Report
Cartwright Creek LLC (successor to Ci(1) _ XX An Original (Mo, Da, Yr)
(2) A Resubmission 3/31/09 2008
INCOME STATEMENT
Ref
Account Name Page Water Sewer Other Total
@) ) © @ © ®

Gross Revenue:

Residential 190,441 - 190,441

Commercial - 54,137 - 54,137

Industrial ~ - ~ -

Multi-Family - . N -

Tap Fee - - -

Other (Late Fees) - 1,359 - 1,359

QOther (Please Specify) - - - -

Other (Please Specify) - - - -

Total Gross Revenue

Operation & Maint. Expense W3/83 371,448 - 371,448
Depreciation Expense F-5 17,850 - 17,850
Ammortization Expense - - - -
Other Expense (TDEC Permitting) - 10,784 - 10,784
Other Expense (LLC pers inc/reg. Fee) - 1,267 - 1,267
Taxes Other Than Income F-7 - 17,049 - 17,049
Income Taxes F-7 - - - -

Total Operating Expenses

Net Operating Income

Other Income:
Nonutility Income
Other (Interest Income)
Other (Please Specify)
Other (Please Specify)
Other (Please Specify)
Total Other Income

Other Dedunctions:
Misc. Nonutility Expenses
Other (Tnterest Expenses)}
Other (Please Specily)
Other (Please Specify)
Other (Please Specify)

Total Other Deductions

Net Income
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Cartwright Creek, LLC
Historicial Income Statement Analysis

Under New
12 Months 12 Months 12 Months  Actual AdjustedActual Tariff
Ended 12/05 Ended 12/06 Ended 12/07 Ended 12/08 Ended 12/08 Ended 04/09
Income
Fiat rate revenues 5 O - $ -
Residential revenues $ 186,930 § 185867 $ 186,189 $ 190441 A § (800) § 189641 A $ 331,871
Bonding Fee Surcharge B § 2400
Other revenues $ - 5 - § - % - $ -
Measured revenues $ - 3 - $ - $ - $ -
Commercial revenues $ 53225 § 53,225 $§ 53428 $ 54137 $ 54,137 A $ 94,739
Revenues from other systems $ - 8 - 5 - 3% - $ - % - C3$% 8000 $ 8000
Other sewer revenues $ 862 % 910§ 1068 $ 1,359 $ 1,359 $ 1,359
TOTAL income 5 241016 § 240,00t § 240685 § 245036 $ 245,136 $ 438,369
Expenses $ 185,233
Salaries & wages - employees $ - 5 - 8 - 3 - $ - $ 193,233
Salaries & wages - officers, $ - % - % - % - 5 -
Purchased sewage treatment 3 - $ - $ - $ - $ - :
Sludge removal expense $ 72098 § 55090 $ 58,925 § 63,392 $ - $ 63392 D § 5071 § 68,463
Purchased power $ 24152 % 24539 § 23,389 $ 26,208 $ - $ 26208 E B 3,722 § 29929
Fuel for power production 5 - $ - $ - $ - $ $ -
Chernicals 3 11145 § 125056 § 14,099 § 10,354 $ $ 10,354
Materials & supplies $ 22780 § 17,705 § 21632 § 8,161 $ - 5 i 10,181
Contractual services $ - % - $ - $ - $ -
Engineering 3 470 % - § 2528 § - $ - 5 -
Piant Management 3 30,900 § 32,450 $ 51,094 § 148,048 $ - $ 148,048 F 5  (5000) § 143,048
Accounting $ 30000 % 3¢,000 § 30,420 $ 30,356 $ 30,356 G % 44 % 30,400
Repairs & Maint 1o plant $ 71867 % 112213 § 89,084 $ 3119 $ 31,191 $ 31,1
Legal fees $ 68 § - 8% - % - $ - $ -
Consulting fees $ - % - $ 13638 § 15873 $ (15873) § - 3 -
Renis . 3 -3 - $ - $ - 5 - HS$ 7800 % 7,800
Transportation expense: $ - 8 - 3 - % 4938 $ 4,936 $ 4,036
Telephone $ - % - § 428 § 1,535 $ 1,535 $ 1,535
{nsurance expenses $ 632 § 822 % 958 &t $ 19,805 3 19,805
Postage $ 1,747 % 1,617 % 1516 § 2,044 % 2044 | 216 § 2,260
Rate Case Expense $ - $ - 3 - 3 - $ - J § 8000 $ 8,000
Regulatory commission expense 3 708 $ 708 $ 705 § 707 $ 707 5 707
Bad debi expense $ 1% $ 168 § - $ 1,795 $ 1,795 $ 500
Interest Expense $ - 3 - 3 - 8 - $ . 3 -
Interest Exp - Smith Note $ 19,599 % 11,107 $ 21,222 $§ 61,585 $ (46,247 § 15,338 $ . 15,338
Interest on Bank of America Escrow  $ - % - 8 - % - $ - $ -
Bank charges $ 1503 5 1643 $ 4032 § 3811 §5 (2400) § 1,411 B § 2400 § 3,81
Miscellaneous expense $ 1597 % 988 3 4095 $ 2,637 $ 2,637 $ 2837
Industry assaciation dues $ - % - % - % 520 $ 520 $ 520
Communication service $ - % - % - % - $ - § -
Stockhoders' meeting expenses $ - % - % - % - $ - $ -
Directors' fees & expenses $ - % - % - 5 - § - 3 -
W/O expenditures for abandoned $ - % - % - 3 - $ - $ -
Operating expense offset $ - 5 - % - § - $ - $ -
________ % _ $ -
TOTAL Expenses $ 200272 § 301,556 § 547,745 § 432,058 75 368,438 $ 584,628
OPERATING PRCFIT (LOSS) $ (49,256) § (61,555) $ (97,060) § (187,022} $ (123,302) $ (145,258)
Other Income & Expenses
Depreciation $ (20,342) % (29,342) § (29,342) § (29342) L § 50,000 § (27645) L $ (27,645)
Amort of utifity plant aquisit $ - $ - $ - $ -
Amortization exp - other ] - % - 3 - $ 12000 $ 16666 K § (8333) § {(8,333)
Parmits & Taxes other than income $ (11,097 $  (16,083) § (14,464} $ (29,101) $ 6833 § (224687) M $ (17,000}
Interest & dividend income 5 4 % 5075 §% 3169 $ 11,576 3 {3500} § 8,076 N E 7.200
Other Income-Gain refinance $ - % - 8 - 5 -
Nonutility income $ - % - $ - $ -
Misc. nonutifity expense $ - 3 - % - 5 -
Dep of plant not used & useful $ - 8 - % - 5 -
Imprudent expenses $ - % - $ - $ -
Donations $ - 8 - % - 5 -
Penalities for viclations $ - $ - $ - 3 -
Interest expense $ - % - % - $ -
TOTAL Other Income & Expenses $ (77,304) § (40,319) § (40,637) $ (46,866) $  ({25,370) 5 (45,778)
PROFIT{LOSS) BEFORE TAXES $ (126,559) § (101,874) % (137,897} $ (233,888) § (148,672) $ (192,037)
Provisions for Taxes e} 5 74,884
Income taxes $ - $ - $ -
Inc taxes, other income & dedu $ - $ - 5 -
Investment tax credits $ - $ - $ -
TOTAL Provisions for Taxes $ - $ - $ - : $ 74884
NET PROFIT {LOSS) $ (126,559) $ (101,874) $ {137,697} $ (233,888) $ - $ (148,672) $ (117,143)
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http:/Awww.usinflationcalculator.com/inflation-rates/us-consumer-prices-unchanged-biggest-annual-infiation-drop-
since-1950/1000540/ :

US Consumer prices unchanged, biggest annual inflation drop since 1850

August 14, 2009 - Filed Under Inflation, Inflation Rates

U.S. consumer prices remained unchanged in July but annual inflation registered its largest decline since 1950, the
Labor Department reported Friday.

The latest data helped ease concerns of rising inflation due to government spending and the Federal Reserves
monetary policy of injecting cash into the US economy.

It [inflation] could be a very large long-run probiem, Mickey Levy, Bank of America, chief economist, was quoted on
NYTimes.com. "But in the near-term, it’s not a problem at ail."

The Consumer Price Index, which measures inflation pressures at the consumer level, remained unchanged in July
due largely to falling gasoline and food prices. Consumer prices were up 0.7% in June.

The drop in CPI is mainly due to lower gasoline prices and lower grocery store prices, Mark Vitner, an economist at
Wells Fargo Economics Group, was quoted on CNNMMoney.com. "Lower food prices are good news for
consumers and should help free up some discretionary dollars for other purchases."

The core CP1, which excludes volatile energy and food costs, climbed 0.1% in July after a 0.2% increase in June,

Annual inflation plunged 2.1%, the sharpest decline since January 1950, and compares to the 1.4% decline in the
12 months ending in June.

| don't really see inflation as being much of a threat over the next several months because there’s just oo much
slack in the economy, Scott Brown, chief economist at Raymond James & Asscciates Inc. in St. Petersburg,
Florida, was quoted on Bloomberg.

Lower energy prices were again mostly responsible for inflation’s decline. Energy costs in July were down 28.1%
from a year ago when oil was near $150 a barrel and prices at the pump above $4 a gallon.

The core CPl is up 1.5% over the past year compared to a 1.7% gain in the 12 months ending in June. The figure
is well within the Federal Reserve’s traditicnal comfort 1%-2% range.



1996 1.84%
1997 1.61%
1998 1.10%
1999 1.53%
2000 2.45%
2001 1.99%
2002 1.84%
2003 2.12%
2004 3.23%
2005 3.52%
2006 2.87%
2007 2.74%
2008 1.96% 28.81%

http:/iwww.economagic.com/em-cgi/data.exse/fedstl/gdpdef+1
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