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TENNESSEE AMERICAN WATER COMPANY 
DOCKET NO. 10-00189 

FIRST DISCOVERY REQUEST OF THE  
CONSUMER ADVOCATE AND PROTECTION DIVISION  

 
 
PART II:  QUESTIONS & REQUESTS REGARDING COST OF CAPITAL & 
MISCELLANEOUS 
 
Question: 

9. Provide the historical risk premium of common stocks (S&P 500) over one-year, five-

year, ten-year, and twenty-year Treasury Bonds or Bills as reported in Morningstar’s 

Stocks, Bonds, Bills, and Inflation, 2010 Valuation Yearbook referenced by Dr. Vander 

Weide in his Direct Testimony of pages 36, 38, and 39. 

 
Response: 
 

Dr. Vander Weide does not reference the historical risk premium of common stocks 

(S&P 500) over one-year, five-year, or ten-year Treasury bonds or bills in his testimony.  

The historical risk premium of common stocks over 20-year Treasury bonds as reported 

in 2010 Ibbotson® SBBI® Stocks, Bonds, Bills, and Inflation® Valuation Yearbook is 

6.7 percent, as Dr. Vander Weide states on pp. 38 – 39. 

 

December 17, 2010 Supplemental Response: 

The information requested does not appear in the format requested in 2010 Ibbotson® 

SBBI® Stocks, Bonds, Bills, and Inflation® Valuation Yearbook. (“SBBI”)  Attached as  

TN-CAPD-01-PART III-Q09-SUPPLEMENTAL ATTACHMENT is page 23 from 

SBBI, which contains the historical risk premium of common stocks over 20-year 

Treasury bonds upon which Dr. Vander Weide relied.  The title “Government Bonds” 

refers to 20-year Treasury bonds and the title “Large Company Stocks” refers to the S&P 

500. 
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TENNESSEE AMERICAN WATER COMPANY 
DOCKET NO. 10-00189 

FIRST DISCOVERY REQUEST OF THE  
CONSUMER ADVOCATE AND PROTECTION DIVISION  

 
 
PART II:  QUESTIONS & REQUESTS REGARDING COST OF CAPITAL & 
MISCELLANEOUS 
 
Question: 

10. Provide a copy of and a citation for the source document for Dr. Vander Weide’s I/B/E/S 

growth rates. 

 
Response: 
 
 The I/B/E/S growth rates used in Dr. Vander Weide’s studies and shown in his schedules 

are downloaded electronically directly from Thomson Reuters.  There is no source 

document. 

 

December 17, 2010 Supplemental Response: 

 The I/B/E/S growth rates used in Dr. Vander Weide’s studies are shown in Schedule 1-1 

to his testimony and are downloaded electronically directly from Thomson Reuters.  The 

information from Thomson Reuters upon which Dr. Vander Weide relied is included on 

the enclosed CD in the Excel file labeled TN-CAPD-01-PART III-Q010-

SUPPLEMENTAL ATTACHMENT.xls. 

 
 



This file has been produced natively on the accompanying disk: 
 

TN-CAPD-01-PART III-Q010-SUPPLEMENTAL ATTACHMENT.XLS 



TENNESSEE AMERICAN WATER COMPANY 
DOCKET NO. 10-00189 

FIRST DISCOVERY REQUEST OF THE  
CONSUMER ADVOCATE AND PROTECTION DIVISION  

 
 
Responsible Witness:   Michael A. Miller  
 
PART III:  EXPENSES 
 
Question: 

48. Provide documentation from Tower/Watson supporting the projected FAS 106 costs for 

2011, as well as the minimum ERISA contribution to the Defined Benefit Pension Plan 

for 2011.  (Mr. Mike Miller, Direct Testimony, Page 55, Lines 15-16). 

 
Response: 

 
Please refer to the attached document labeled as TN-CAPD-01-PART III-Q48- 

CONFIDENTIAL ATTACHMENT 1 which was supplied by Towers Watson actuaries 

and used by the Company to determine the amount of FAS 106 (OPEB) expense and 

ERISA minimum pension expense for the 2011 attrition year.  Subsequent to the 

Company’s filing of the petition to increase rates in this proceeding the Company has 

received from its actuaries Towers Watson revised FAS 106 and ERISA minimum 

contribution amounts for 2010 and 2011.  Please see the attached document labeled as 

TN-CAPD-01-PART III-Q48-CONFIDENTIAL ATTACHMENT 2.  The attached table, 

identified as TN-CAPD-01-PART III-Q48-ATTACHMENT 3 provides the latest, revised 

2011 FAS 106 and ERISA pension costs compared to the Company amount requested in 

its filing in this proceeding. 

 

The above mentioned Confidential Documents are being submitted pursuant to the 

Protective Order entered in this matter. 

 

December 17, 2010 Supplemental Response: 
 

The Company’s initial response contained a typographical error.  The last sentence of the 

first paragraph should read as follows: 



The attached table, identified as TN-CAPD-01-PART III-Q48-
CONFIDENTIAL ATTACHMENT 3 provides the latest, revised 2011 
FAS 106 and ERISA pension costs compared to the Company amount 
requested in its filing in this proceeding. 

 

Attachment 3 contained a confidential designation and was produced with the Company’s 

confidential attachments on November 19, 2010.   

 

Attachment 3 also inadvertently included an incorrect amount for the TAWC cost per 

filing for the ERISA minimum pension contribution.  Accordingly, please see the 

corrected schedule on the attachment identified as TN-CAPD-01-PART III-Q48-

SUPPLEMENTAL CONFIDENTIAL ATTACHMENT 3. 










