
AA01009
Text Box
filed electronically in docket office on 12/17/10





TENNESSEE AMERICAN WATER COMPANY 
DOCKET NO. 10-00189 

FIRST SET OF DATA REQUESTS OF THE  
CHATTANOOGA MANUFACTURERS ASSOCIATION 

 
 
Responsible Witness: Michael A. Miller 

Question: 

27. Please provide in tabular format the authorized rates of return in orders from around the 

country (if any), known to, presented by, reviewed by or referred to by any Company 

witness or employee relative to any AWW or TAWC affiliated entity, that supports or 

contradicts TAWC's opinion that an 11.5% return on common equity is fair, just, 

reasonable, or representative of current investor expectations for a water utility. Please 

include, but do not limit your response to the jurisdiction, docket number, authorized 

return, number of customers served and dates of the order(s) surveyed by any witness for 

Tennessee-American or its affiliate(s), the date the return rate became known to the 

Company witness, and the bases (if any) why a different return should be awarded to 

TAWC. 

 

Response: 

The Company objects to this question on the grounds that the requested information is 

overly broad, unduly burdensome, vague and ambiguous.  The Company further objects 

to this request on the grounds that it seeks information that is neither relevant nor 

reasonably calculated to lead to the discovery of admissible evidence.  Without waiving 

the objections, the calculation of the cost of equity capital is normally based on different 

methods and variations of the basic DCF, Risk Premium and CAPM methodologies 

which are based on financial market conditions at points in time and changes in investor 

expectations can and do occur based on any number of conditions present when such 

analysis supporting the cost of equity capital are prepared.  Based on Mr. Miller’s limited 

review, he is not aware of any AWW employee who has provided testimony or a study 

that determines, supports or contradicts the 11.5% cost of equity capital used by the 

Company.  

 

  



  

December 8, 2010 Supplemental Response 

As stated in its original response, Mr. Miller is not aware of any AWW employee who 

has provided testimony or a study that determines, supports or contradicts the 11.5% cost 

of equity capital used by the Company.  During the parties’ December 2, 2010 meet and 

confer conference, the CRMA and the Company agreed to fully resolve this request by 

TAWC providing the authorized rate of return percentages for AWW entities for the prior 

two years.  Accordingly, please see the attached list of authorized ROE’s percentages for 

American Water Subsidiaries, identified as TN-CMA-01-Q27-SUPPLEMENTAL 

ATTACHMENT. 

 

December 17, 2010 Supplemental Response 

Attached and identified as TN-CMA-01-Q27-SECOND SUPPLEMENTAL 

ATTACHMENT is the previously-provided ROE schedule that has been updated to 

include the docket/case numbers.  This file is also being produced in native format on the 

enclosed CD as TN-CMA-01-Q27-SECOND SUPPLEMENTAL ATTACHMENT.xls 
 



Tennessee American Water 
Comparison of Authorized ROE's - American Water Subsidiaries 

Case or Order Authorized
Company: Docket # Date ROE
Long Island Am 4/1/2008 9.50%
Ohio-Am. 09-391-WS-AIR 5/19/2010 9.34%
New Jersey-Am. WR08010020 12/8/2008 10.30%

Missouri-Am.  
WR-2010-0131,SR-

2010-0135 7/1/2010 10.00%
Indiana-Am. 43680 5/3/2010 10.00%
Arizona-Am. W-01303A-08-0227 12/8/2009 9.90%
California-Am. A 09-01-013 7/1/2010 10.20%
New Mexico - Am. 09-00156-UT 4/23/2010 10.00%
Texas - Am. 2008-0910-UCR 12/1/2009 12.00%
West Virginia-Am. 08-0900-W-42T 3/26/2009 10.00%
Tennessee-Am. 08-00039 9/1/2008 10.20%
Illinois-Am. 09-0319 4/15/2010 10.38%
Iowa-Am. RPU-2009-0004 7/27/2009 10.50%
Maryland-Am. 9187 9/1/2009 10.75%
Virginia-Am.  PUE-2008-00009 12/1/2008 10.50%
Hawaii-Am. 2007-0180 10/10/2008 10.60%
Pennsylvania-Am.  R-2009-2097323 11/17/2009 10.80%
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This file has been produced natively on the accompanying disk:  
 

TN-CMA-01-Q27-SECOND SUPPLEMENTAL ATTACHMENT.XLS 



TENNESSEE AMERICAN WATER COMPANY 
DOCKET NO. 10-00189 

FIRST SET OF DATA REQUESTS OF THE  
CHATTANOOGA MANUFACTURERS ASSOCIATION 

 
 
Responsible Witness: Paul Herbert 

Question: 

29. Please identify in tabular format and provide a copy of all cost of service studies 

prepared by Mr. Herbert, or those working with him, for any other rate cases involving 

affiliates of AWW or its parent(s) for the past five (5) years including, but not limited to, 

a summary of the conclusion(s) of each such study, whether such study recognized any 

subsidy by one rate class benefiting another class of customers, whether his proposed 

rate design requested an increase "across-the board" (i.e. allocated proportionally among 

the various customer classes so that each class, as a whole, would receive the same 

percentage increase as the other classes) or an increase that called for differential 

increases amongst customer classes (identifying the differential increases), whether his 

rate design was opposed, and whether his design was adopted. 

 

Response: 

TAWC objects to this question on the grounds that this question is overly broad, unduly 

burdensome, and not relevant to this proceeding.  Without waiving these objections, 

TAWC provides the following response.  Mr. Herbert specializes in cost of service 

studies and has appeared before regulatory bodies across the country as an expert in this 

field.  Attached to his testimony is a substantial list of docket (case) numbers where he 

has appeared as a witness, and this testimony and cost of service studies appear on the 

various regulatory web sites for those cases. 

 

The following table shows the name of the American Water affiliate, year of study and 

whether the proposed rate design was based on an across-the-board increase or was based 

on class specific increases. 

 

 



 
Company 

 

 
Year of Study

Proposed 
Rate Design  

Arizona American 2008 Class Specific  
Illinois American 2009 Class Specific  
Iowa American 2009 Class Specific 
Kentucky American     2007 Across the Board 
 2010 Class Specific 
Missouri American 2006 Across the Board 
 2008 Class Specific 
 2009 Class Specific 
New Jersey American 2006 Class Specific 
 2008 Class Specific 
 2010 Class Specific 
New Mexico American 2006 Class Specific 
Ohio American 2007 Class Specific 
 2009 Class Specific 
Pennsylvania American 2007 Class Specific 
 2009 Class Specific 
Virginia American 2008 Class Specific 
 2010 Class Specific 
West Virginia American 2007 Across the Board 
 2010 Across the Board 

 

December 8, 2010 Supplemental Response 

Please see copies of the above referenced studies, included on the enclosed CD as TN-

CMA-01-Q29-SUPPLEMENTAL ATTACHMENT. 

 

December 17, 2010 Supplemental Response 

Below is a list of page numbers and case numbers for the various cost of service studies 

included in TN-CMA-01-Q29-SUPPLEMENTAL ATTACHMENT.   

 
Arizona – Case No. W-01303A-08-0227 - page 1 of 2267  
Illinois – Case No. 09-0319 - page 182 of 2267  
Iowa – Case No. RPU-09-0004 - page 432 of 2267  
Kentucky 2007 – Case No. 2007-00143 - page 509 of 2267  
Kentucky 2010 – Case No. 2010-00036 - page 553 of 2267  
Missouri – Case No. WR-2007-0216 - page 596 of 2267  
Missouri – Case No. WR-2008-0311 - page 958 of 2267  
Missouri – Case No. WR-2010-0131 - page 1239 of 2267  

  



  

New Jersey – Case No. WR-06030257 - page 1560 of 2267  
New Jersey – Case No. WR08010020 - page 1676 of 2267  
New Jersey – Case No. WR10040260 - page 1729 of 2267  
New Mexico – Case No. 06-00208-UT - page 1786 of 2267  
Ohio – Case No. 07-1112-WS-AIR - page 1894 of 2267  
Ohio – Case No. 09-391-WS-AIR - page 1927 of 2267  
Pennsylvania – Case No. R-2008-2032689 - page 1961 of 2267  
Pennsylvania – Case No. 2009-2097323 - page 1982 of 2267  
Virginia – Case No. PUE-2008-00009 - page 2087 of 2267  
Virginia – Case No. 2010-00001- page 2135 of 2267  
West Virginia – Case No. 08-0900-W-42T - page 2180 of 2267  
West Virginia – Case No. 10-0920-W-42T - page 2224 of 2267  
 
In addition to the studies provided on December 8, 2010, please also see the attached 

document, labeled as TN-CMA-01-Q29-SUPPLEMENTAL 2 ATTACHMENT, which is 

the Pennsylvania 2007 water cost of service study, in Case No. R-00072229. 



Exhibit No. 8-A      
      Witness:  P. R. Herbert 

PENNSYLVANIA-AMERICAN WATER COMPANY
HERSHEY, PENNSYLVANIA

COST OF SERVICE
ALLOCATION STUDY

AS OF DECEMBER 31, 2007
AND

PROPOSED CUSTOMER RATES
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