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BEFORE THE TENNESSEE REGULATORY AUTHORITY
RE: TENNESSEE-AMERICAN WATER COMPANY
CASE NO.

DIRECT TESTIMONY OF PAUL R. HERBERT

Please state your name and address.

My name is Paul R. Herbert. My business address is 207 Senate Avenue,
Camp Hill, Pennsylvania.

By whom are you employed?

| am employed by Gannett Fleming, Inc.

Please describe your position with Gannett Fleming, Inc. and briefly
state your general duties and responsibilities.

| am President of the Valuation and Rate Division. My duties and
responsibilities include the preparation of accounting and financial data for
revenue requirement and cash working capital claims, the allocation of cost of
service to customer classifications, and the design of customer rates in
support of public utility rate filings.

Have you presented testimony in rate proceedings before a regulatory
agency?

Yes. | have testified before the Pennsylvania Public Utility Commission, the
New Jersey Board of Public Utilities, the Public Utilities Commission of Ohio,
the Public Service Commission of West Virginia, the Kentucky Public Service
Commission, the lowa State Utilities Board, the Virginia State Corporation

Commission, the Tennessee Regulatory Authority, the California Public
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Utilities Commission, New Mexico Public Regulation Commission, the Illinois
Commerce Commission, the Delaware Public Service Commission, the
Arizona Corporation Commission, the Connecticut Department of Public
Utility Control, the Idaho Public Utilities Commission and the Missouri Public
Service Commission concerning revenue requirements, cost of service
allocation, rate design and cash working capital claims. A list of the cases in
which | have testified is provided at the end of my direct testimony.

What is your educational background?

| have a Bachelor of Science Degree in Finance from the Pennsylvania State
University, University Park, Pennsylvania.

Would you please describe your professional affiliations?

| am a member of the American Water Works Association and served as a
member of the Management Committee for the Pennsylvania Section. | am
also a member of the Pennsylvania Municipal Authorities Association. In
1998, | became a member of the National Association of Water Companies
as well as a member of its Rates and Revenue Committee.

Briefly describe your work experience.

| joined the Valuation Division of Gannett Fleming Corddry and Carpenter,
Inc., predecessor to Gannett Fleming, Inc., in September 1977, as a Junior
Rate Analyst. Since then, | advanced through several positions and was
assigned the position of Manager of Rate Studies on July 1, 1990. On June
1, 1994, | was promoted to Vice President of the Valuation and Rate Division

and on July 1, 2007, | was promoted to my current position as President.
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While attending Penn State, | was employed during the summers of
1972, 1973 and 1974 by the United Telephone System - Eastern Group in its
accounting department. Upon graduation from college in 1975, | was
employed by Herbert Associates, Inc., Consulting Engineers (now Herbert
Rowland and Grubic, Inc.), as a field office manager until September 1977.
What is the purpose of your testimony in this proceeding?
The purpose of my testimony is to explain Tennessee-American Water
Company’s cost of service allocation study and proposed rate design set
forth in Exhibit No. PRH-1.

COST OF SERVICE ALLOCATION

Briefly describe the purpose of your cost allocation study.
The purpose of the study was to allocate the total cost of service, which is
the total revenue requirement, to the several customer classifications. In the
study, the total costs were allocated to the residential, commercial, industrial,
public authorities, other water utilities, private fire protection and public fire
protection classifications in accordance with generally accepted principles
and procedures. The cost of service allocation results in indications of the
relative cost responsibilities of each class of customers. The allocated cost
of service is one of several criteria appropriate for consideration in designing
customer rates to produce the required revenues. The results of my
allocation of the pro forma cost of service as of November 30, 2013, and
proposed customer rates to produce the pro forma revenue requirement as

of that date are presented in the study.
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Q.
study.

A.

Please describe the method of cost allocation that was used in your

The base-extra capacity method, as described in 2000 and prior Water
Rates Manuals published by the American Water Works Association
(AWWA), was used to allocate the pro forma costs. Base-extra capacity is a
recognized method for allocating the cost of providing water service to
customer classifications in proportion to the classifications' use of the
commodity, facilities, and services. It is generally accepted as a sound
method for allocating the cost of water service and was used by the
Company in the Company’s previous studies.

Please describe the procedure followed in the cost allocation study.
Each identified classification of cost in the pro forma cost of service was
allocated to the customer classifications through the use of appropriate
factors. These allocations are presented in Schedule B on pages 8 through
14. The items of cost, which include operation and maintenance expenses,
depreciation expense, taxes and income available for return, are identified in
columns 1 and 2 of Schedule B. The cost of each item, shown in column 4,
is allocated to the several customer classifications based on allocation
factors referenced in column 3. The development of the allocation factors is
presented in Schedule C. | will use some of the larger cost items to illustrate
the principles and considerations used in the cost allocation methodology.
Purchased water, purchased electric power, treatment chemicals and waste
disposal are examples of costs that tend to vary with the amount of water

consumed and are thus considered base costs. They are allocated to the

-5-
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several customer classifications in direct proportion to the average daily
consumption of those classifications through the use of Factor 1. The
development of Factor 1 is shown in Schedule C on page 15.

Other source of supply, water treatment and transmission costs are
associated with meeting usage requirements in excess of the average,
generally to meet maximum day requirements. Costs of this nature were
allocated to customer classifications partially as base costs, proportional to
average daily consumption, partially as maximum day extra capacity costs,
in proportion to maximum day extra capacity, and, in the case of certain
pumping stations and transmission mains, partially as fire protection costs,
through the use of Factors 2 and 3. The development of the allocation
factors, referenced as Factors 2 and 3, is shown in Schedule C, on pages 16
through 19.

Costs associated with storage facilities and the capital costs of
distribution mains were allocated partly on the basis of average consumption
and partly on the basis of maximum hour extra demand, including the
demand for fire protection service, because these facilities are designed to
meet maximum hour and fire demand requirements. The development of
the factors, referenced as Factors 4 and 5, used for these allocations is
shown in Schedule C, on pages 20 through 24.

Factor 4, used to allocate distribution mains, is based on the same
volumes used in Factors 1 through 3 except that the consumption for the
larger industrial customers and other water utilities classifications are

excluded. This is to recognize that larger industrial and sales for resale

-6 -
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customers are served primarily from larger mains. Factor 5, Allocation of
Storage Facilities, uses the same basic methodology as Factor 4, although
Factor 1 volumes are used and the fire demand weighting is based on the
storage capacity for fire service as compared to the total storage capacity.

Fire demand costs were allocated to public and private fire protection
service in proportion to the relative potential demands on the system by
public fire hydrants and private service lines as presented in Schedule C on
page 19.

Costs associated with pumping facilities and the operation and
maintenance of mains were allocated on combined bases of maximum day
and maximum hour extra capacity because these facilities serve both
functions. For pumping facilities, the relative weightings of Factor 2
(maximum day), Factor 3 (maximum day and fire) and Factor 4 (maximum
hour) were based on horsepower of pumps serving maximum day, maximum
day and fire and maximum hour functions. The development of this
weighted factor, referenced as Factor 6, is presented on page 25.

For operation and maintenance of mains, the relative weightings of
Factor 3 (maximum day and fire) and Factor 5 (maximum hour) were based
on the footage of transmission and distribution mains. For cost allocation
purposes, mains larger than 10-inch were classified as serving a
transmission function and mains 10-inch and smaller were classified as
serving a distribution function. The development of this weighted factor,

referenced as Factor 7, is presented on page 26.
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Costs associated with meters were allocated to customer
classifications in proportion to the capacity requirements of the sizes and
guantities of meters serving each classification. The development of the
factor for meters, referenced as Factor 10, is presented on page 26. Factor
11, Allocation of Services, was developed in a similar manner as Factor 10,
except that the relative unit cost per foot by service size was used in order to
weight the number of services by classification. Costs associated with public
fire hydrants were assigned directly to the public fire protection class (Factor
21).

Costs for customer accounting, billing and collecting were allocated
on the basis of the number of customers for each classification, and costs
for meter reading were allocated on the basis of metered customers. The
development of these factors, referenced as Factor 12 and Factor 13, is
presented on page 32.

Administrative and general costs were allocated on the basis of
allocated direct costs, excluding those costs such as purchased water,
power, chemicals and waste disposal which require little administrative and
general expense. The development of factors for this allocation, referenced
as Factor 14, is presented on page 33.

Annual depreciation accruals were allocated on the basis of the
function of the facilities represented by the depreciation expense for each
depreciable plant account. The original cost less depreciation of utility plant

in service was similarly allocated for the purpose of developing factors,
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referenced as Factor 17, for allocating items such as income taxes and
return. The development of Factor 17 is presented on pages 34 through 37.
Factors 14 and 17, as well as Factors 8, 9, 15, 16 and 18, are
composite allocation factors. These factors are based on the result of
allocating other costs and are computed internally in the cost allocation
program. Refer to Schedule C for a description of the bases for each
composite allocation factor.
What was the source of the total cost of service data set forth in
column 3 of Schedule B?
The pro forma costs of service were furnished by the Company, and are set
forth in various Company exhibits.
Refer to Schedule B, pages 17 and 21, and explain the source of the
system maximum day and maximum hour ratios used in the
development of factors referenced as Factors 2, 3 and 4.
The ratios were based on a review of historic Company data. The maximum
day ratio of 1.45 times the average day approximates the ratio of maximum
daily send-out experienced by the Company in the last five years. The
maximum hour ratio of 1.9 times the average hour was estimated based on
the relationship of system maximum hour ratios compared to system
maximum day ratios for other similar systems.
What factors were considered in estimating the maximum day extra
capacity and maximum hour extra capacity demands used for the

customer classifications in the development of Factors 2, 3 and 4?
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The estimated demands were based on judgment which considered field
studies of actual customer class demands conducted for other American
Companies, field observations of the service areas of the Company, field
studies of similar service areas, and generally-accepted customer class
maximum day and maximum hour demand ratios.
Have you summarized the results of your cost allocation study?
Yes. The results are summarized in columns 1, 2 and 3 of Schedule A on
page 6. Column 2 sets forth the total allocated pro forma cost of service as
of November 30, 2013, for each customer classification identified in column
1. Column 3 presents each customer classification's cost responsibility as a
percent of the total cost.
Have you compared these cost responsibilities with the proportionate
revenue under existing rates for each customer classification?
Yes. A comparison of the allocated cost responsibilities and the percentage
revenue under existing rates can be made by comparing columns 3 and 5 of
Schedule A. A similar comparison of the percentage cost responsibilities
(relative cost of service) and the percentage of pro forma revenues (relative
revenues) under proposed rates can be made by comparing columns 3 and
7 of Schedule A.

CUSTOMER RATE DESIGN
What are the appropriate factors to be considered in the design of the
rate structure?
In preparing a rate structure, one should consider the allocated costs of

service, the impact of radical changes from the present rate structure, the

-10 -
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understandability and ease of application of the rate structure, community
and social influences, and the value of service. General guidelines should
be developed with management to determine the extent to which each of
these criteria is to be incorporated in the rate structure to be designed,
inasmuch as the pricing of a commodity or service is a function of
management.

Did management discuss rate design guidelines with you?

Yes, they did. The guidelines were to increase service charges and
volumetric rates so that the revenue from each class moves toward cost of
service. In addition, the Company proposes to merge the Lookout Mountain
and Lakeview Tariffs into one Mountain Tariff and begin the process of
merging Lone Oak and Suck Creek to the Mountain Tariff.

Does the proposed rate design follow these guidelines?

Yes, it does. The revenues under proposed rates reflects increases by class
ranging from 21.9% to 29.9% which move each class closer to the cost of
service, with the exception of Other Water Utilities. Revenue from the Other
Water Utilities class was increased by 5.4%, due to the competitive sources
of water available for this class. Also, merging the mountain service areas
into one tariff reflects the similar service characteristics of these areas. The
tariffs for Lone Oak and Suck Creek will begin to merge to the Mountain
Tariff by adopting the basic blocking structure and consumption rates of the
Mountain Tariff. This results in revenues slightly less than revenues under

present rates for these two areas. However; the average residential bill for

-11 -
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Lone Oak and Suck Creek will remain higher than the average bill for
Mountain tariff customers.

Do you propose an alternative blocking structure for the Other Water
Utilities’ class?

Yes, | propose a two block structure for this customer class. The first block
consists of the first 45,000 CCF of consumption per month and is priced at
$1.15 per CCF for base-load usage. The second block for consumption over
45,000 CCF is priced at $2.00 per CCF. This blocking structure is to
recognize the higher costs required to meet peak demands and to
discourage peaking of certain customers in this class during the summer
months.

Have you prepared comparisons of present and proposed rates for
each classification and each rate zone?

Yes. Schedule D on pages 43 through 45 of the cost allocation study
presents comparisons of the present and proposed rates.

Does this conclude your direct testimony?

Yes, it does.

-12 -
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Noak~wnpE

Year Jurisdiction
1983 Pa. PUC
1989 Pa. PUC
1991 PSC of W. Va.
1992 Pa. PUC
1992 NJ BPU
1994 Pa. PUC
1994 Pa. PUC
1994 Pa. PUC
1994 Pa. PUC
1994 NJ BPU
1995 Pa. PUC
1995 Pa. PUC
1995 Pa. PUC
1996 Pa. PUC
1997 Pa. PUC
1998 Ohio PUC
1998 Pa. PUC
1999 Pa. PUC
1999 Pa. PUC
1999 PSC of W.Va.
2000 Ky. PSC
2000 Pa. PUC
2000 NJ BPU
2001 la. St Util Bd
2001 Va. St. Corp
2001 WV PSC
2001 Pa. PUC
2001 Pa. PUC
2001 Pa. PUC
2001 Pa. PUC
2002 Va. St. Corp Cm
2003 Pa. PUC
2003 Tn Reg. Auth
2003 Pa. PUC
2003 NJ BPU
2003 Mo. PSC
2004 Va. St. Corp Cm
2004 Pa. PUC
2004 Pa. PUC
2004 NJ BPU
2005 WYV PSC
2005 WV PSC
2005 Pa. PUC
2006 Pa. PUC
2006 Pa. PUC
2006 NJ BPU

PAUL R. HERBERT — LIST OF CASES TESTIFIED

Docket No.

R-832399
R-891208
91-106-W-MA
R-922276
WR92050532J
R-943053
R-943124

R-943177
R-943245
WR94070325
R-953300

R-953378
R-953379

R-963619
R-973972

98-178-WS-AIR
R-984375

R-994605
R-994868
99-1570-W-MA

2000-120
R-00005277
WRO00080575
RPU-01-4
PUE010312
01-0326-W-42T
R-016114
R-016236
R-016339
R-016750
PUE-2002-00375
R-027975

03-

R-038304
WRO03070511
WR-2003-0500
PUE-200 -
R-038805
R-049165
WRO4091064
04-1024-S-MA
04-1025-W-MA
R-051030
R-051178
R-061322
WR-06030257

Client/Utility

T. W. Phillips Gas and Oil Co.
Pennsylvania-American Water Company
Clarksburg Water Board

North Penn Gas Company

The Atlantic City Sewerage Company
The York Water Company

City of Bethlehem

Roaring Creek Water Company

North Penn Gas Company

The Atlantic City Sewerage Company

Citizens Utilities Water Company of
Pennsylvania

Apollo Gas Company
Carnegie Natural Gas Company

The York Water Company
Consumers Pennsylvania Water Company -
Shenango Valley Division

Citizens Utilities Company of Ohio
City of Bethlehem - Bureau of Water

The York Water Company
Philadelphia Suburban Water Company
Clarksburg Water Board

Kentucky-American Water Company
PPL Gas Utilities

Atlantic City Sewerage Company
lowa-American Water Company
Virginia-American Water Company
West-Virginia American Water Company
City of Lancaster

The York Water Company
Pennsylvania-American Water Company
Philadelphia Suburban Water Company
Virginia-American Water Company

The York Water Company
Tennessee-American Water Company
Pennsylvania-American Water Company
New Jersey-American Water Company
Missouri-American Water Company
Virginia-American Water Company
Pennsylvania Suburban Water Company
The York Water Company

The Atlantic City Sewerage Company
Morgantown Utility Board

Morgantown Utility Board

Aqua Pennsylvania, Inc.

T. W. Phillips Gas and Oil Co.

The York Water Company

New Jersey American Water Company

Subject

Pro Forma Revenues

Bill Analysis and Rate Application

Revenue Requirements (Rule 42)

Cash Working Capital

Cost Allocation and Rate Design

Cost Allocation and Rate Design

Revenue Requirements, Cost
Allocation, Rate Design and
Cash Working Capital

Cash Working Capital

Cash Working Capital

Cost Allocation and Rate Design

Cost Allocation and Rate Design

Revenue Requirements and Rate
Design

Revenue Requirements and Rate

Design

Cost Allocation and Rate Design

Cash Working Capital

Water and Wastewater Cost
Allocation and Rate Design
Revenue Requirement, Cost
Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Revenue Requirements (Rule 42),
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cash Working Capital
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation And Rate Design
Tapping Fee Study
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
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70.
71.
72.
73.
74.
75.
76.
7.
78.
79.
80.
81.
82.
83.
84.
85.
86.

87.
88.
89.
90.
91.
92.
93.
94.
95.
96.
97.
98.
99.

Year  Jurisdiction
2006 Pa. PUC
2006 NM PRC
2006 Tn Reg Auth
2007 Ca. PUC
2007 Ca. PUC
2007 Pa. PUC
2007 Ky. PSC
2007 Mo. PSC
2007 Oh. PUC
2007 Il.CC
2007 Pa. PUC
2007 NJ BPU
2007 Pa. PUC
2007 WV PSC
2007 WV PSC
2008 NJ BPU
2008 Va St Corp Com
2008 Tn. Reg. Auth.
2008 Mo PSC
2008 De PSC
2008 Pa PUC
2008 Az Corp. Com.
2008 Pa PUC
2008 WV PSC
2008 Ky PSC
2008 Ky PSC
2009 Pa PUC
2009 Pa PUC
2009 Pa PUC
2009 la St Util Bd
2009 IIcc
2009 Oh PUC
2009 Pa PUC
S009 Va St Corp Com
2009 Mo PSC
2010 Va St Corp Com
2010 Ky PSC
2010 NJ BPU
2010 Pa PUC
2010 Pa PUC
2010 Pa PUC
2010 Ky PSC
2010 WV PSC
2010 Tn Reg Auth
2010 Ct Dept PU Cntrl
2010 Pa PUC
2011 Pa PUC
2011 Pa PUC
2011 Pa PUC
2011 Pa PUC
2011 Pa PUC
2011 Mo PSC
2011 Oh PUC

PAUL R. HERBERT — LIST OF CASES TESTIFIED

Docket No.

R-061398
06-00208-UT
06-00290
U-339-W
U-168-W
R-00072229
2007-00143
WR-2007-0216
07-1112-WS-AIR
07-0507
R-00072711
WRO07110866
R-00072492
07-0541-W-MA
07-0998-W-42T
WR08010020
PUE-2008-00009
08-00039
WR-2008-0311
08-96
R-2008-2032689

Client/Utility

PPL Gas Utilities, Inc.

New Mexico American Water Company
Tennessee American Water Company
Suburban Water Systems

San Jose Water Company

Pennsylvania American Water Company
Kentucky American Water Company
Missouri American Water Company
Ohio American Water Company

Illinois American Water Company

Aqua Pennsylvania, Inc.

The Atlantic City Sewerage Company
City of Bethlehem — Bureau of Water
Clarksburg Water Board

West Virginia American Water Company
New Jersey American Water Company
Virginia American Water Company
Tennessee American Water Company
Missouri American Water Company
Artesian Water Company, Inc.

Penna. American Water Co. — Coatesville

Wastewater

W-01303A-08-0227 Arizona American Water Co. - Water

SW-01303A-08-0227

R-2008-2023067
08-0900-W-42T
2008-00250
2008-00427
2008-2079660
2008-2079675
2009-2097323
RPU-09-
09-0319
09-391-WS-AIR
R-2009-2132019
PUE-2009-00059
WR-2010-0131
PUE-2010-00001
2010-00036
WR10040260
2010-2167797
2010-2166212

R-2010-2157140
2010-00094
10-0920-W-42T
10-00189
10-09-08
R-2010-2179103
R-2010-2214415
R-2011-2232359
R-2011-2232243
R-2011-2232985
R-2011-2244756
WR-2011-0337338
11-4161-WS-AIR

- Wastewater

The York Water Company
West Virginia American Water Company
Frankfort Electric and Water Plant Board
Kentucky American Water Company
UGI — Penn Natural Gas
UGI — Central Penn Gas
Pennsylvania American Water Co.
lowa-American Water Company
Illinois-American Water Company
Ohio-American Water Company
Aqua Pennsylvania, Inc.
Aqua Virginia, Inc.
Missouri American Water Company
Virginia American Water Company
Kentucky American Water Company
New Jersey American Water Company
T.W. Phillips Gas and Qil Co.
Pennsylvania American Water Co.

- Wastewater
The York Water Company
Northern Kentucky Water District
West Virginia American Water Co.
Tennessee American Water Company
United Water Connecticut
City of Lancaster-Bureau of Water
UGI Central Penn Gas, Inc.
The Newtown Artesian Water Co.
Pennsylvania American Water Co.
United Water Pennsylvania, Inc.
City of Bethlehem-Bureau of Water
Missouri American Water Company
Ohio American Water Company

Subject

Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Water Conservation Rate Design
Water Conservation Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Customer Class Demand Study
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Revenue Regmts, Cost Alloc.
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design

Cost Allocation and Rate Design

Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost of Service Allocation

Cost of Service Allocation

Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation (only)

Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design

Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Rev Rgmts, Cst Alloc/Rate Dsgn
Cost Allocation

Revenue Requirement

Cost Allocation and Rate Design
Demand Study, COS/Rate Dsgn
Rev Rgmts/COS/Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
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2011 NJ BPU
2011 Id PUC
2011 NJ BPU
2011 I CC
2011 Pa PUC
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Docket No.
WR11070460

UWI-W-11-02
WR11070460

R-2011-2267958

Client/Utility

New Jersey American Water Company
United Water Idaho Inc.

New Jersey American Water Company
Illinois American Water Company
Aqua Pennsylvania, Inc.

Subject

Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design
Cost Allocation and Rate Design



COMMONWEALTH OF PENNSYLVANIA

COUNTY OF CUMBERLAND

BEFORE ME, the undersigned authority, duly commissioned and qualified in and for the
State and County aforesaid, personally came and appeared Paul R. Herbert, 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, his

testimony would set forth in the annexed transcript.

ol K Hode A

Paul R. Herbert

Sworn to and subscribed before me
this /44 day of May, 2012.

Not bl

COMMONWEALTH OF PENNSYLVANIA
Notarial Seal
Cheryl Ann Rutter, Notary Public
East Pennsboro Twp., Cumberiand County
My Commission Expires Feb. 20, 2015
MEMBER, PENNSYLVANIA ASSOCIATION OF NOTARIES

115583.142475/4063732.1
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AS OF NOVEMBER 30, 2013
AND
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GANNETT FLEMING, INC. - VALUATION AND RATE DIVISION
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&) Gannett Flemning

Excellence Delivered As Promised

June 1, 2012

Tennessee American Water Company
P.O. Box 6638
Chattanooga, TN 37401

Attention Deron E. Allen, President

Gentlemen:

Pursuant to your request, we have conducted a cost of service allocation study
based on pro forma revenue requirements estimated for the test year ended November 30,
2013, and have prepared proposed rate schedules designed to produce the pro forma
revenue requirements.

The attached report presents the results of the study, as well as supporting
schedules which set forth the detailed cost allocation calculations. Schedule A on page
6 presents a comparison of the cost of service by customer classification with the pro
forma revenues produced by each classification under present and proposed rates.

Respectfully submitted,

GANNETT FLEMING, INC.
Valuation and Rate Division

hd K dd

PAUL R. HERBERT
President

CONSTANCE E. HEPPENSTALL
Rate Analyst

PRH/km

055500

Gannett Fleming, Inc.
Valuation and Rate Division

PO. Box 67100 » Harrisburg, PA 17106-7100 » 207 Senate Avenue » Camp Hill, PA 17011-2316
t:717.763.7211 » £: 717.763.4590

www.gannettfleming.com « www.gfvrd.com
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PART I. INTRODUCTION



TENNESSEE AMERICAN WATER COMPANY
COST OF SERVICE ALLOCATION STUDY
AS OF NOVEMBER 30, 2013
AND PROPOSED CUSTOMER RATES

PART I. INTRODUCTION

PLAN OF REPORT

The report sets forth the results of the cost of service allocation study as of
November 30, 2013, prepared for Tennessee American Water Company. Part |,
Introduction, contains statements with respect to the basis of the study, the procedures
employed, and a summary of the results of the study. Part 1, Cost of Service by Customer
Classification, presents detailed schedules of the allocation of costs to customer
classifications, as well as the bases for the allocations. Partlll, Proposed Customer Rates,

sets forth the proposed rate structure.

BASIS OF THE STUDY

The purpose of the study was to allocate costs to several customer classifications
based on considerations of quantity of water consumed, variability of rate of flow, and costs
associated with metering, billing and accounting. The allocation study was based on
recognized procedures for allocating the several categories of costs to customer
classifications in proportion to each classification's use of the facilities, commodities and

services which entail the total cost of providing water service.

ALLOCATION PROCEDURES
The allocation study was based on the Base-Extra Capacity Method for allocating

costs to customer classifications. The method is described in the 2000 and prior editions



of the Water Rates Manual, published by the American Water Works Association. The
four basic categories of cost responsibility are base, extra capacity, customer and fire
protection costs. The following discussions present a brief description of these costs and
the manner in which they were allocated.

Base Costs are costs that tend to vary with the quantity of water used, plus costs
associated with supplying, treating, pumping and distributing water to customers under
average load conditions, without the elements necessary to meet peak demands. Base
costs were allocated to customer classifications on the basis of average daily usage.

Extra Capacity Costs are costs associated with meeting usage requirements in

excess of the average. They include operating and capital costs for additional plant and
system capacity beyond that required for average use. The extra capacity costs in this
study are subdivided into costs necessary to meet maximum day extra demand and costs
to meet maximum hour extra demand. The extra capacity costs were allocated to customer
classifications on the bases of each classification's maximum day and hour usage in
excess of average usage. (Extra capacity costs related to fire protection are allocated
directly to the fire protection classifications.)

Customer Costs are costs associated with serving customers regardless of their

usage or demand characteristics. Customer costs include the operating and capital costs
related to meters and services, meter reading costs, and billing and collecting costs. The
customer costs were allocated on the bases of the relative cost of meters and services, the
number of meter readings and the number of bills.

Fire Protection Costs are costs associated with providing the facilities to meet the

potential peak demand of fire protection service. Fire protection costs are subdivided into



costs to meet Public Fire Protection and Private Fire Protection demands. Operating and
capital costs for hydrants were assigned directly to Public Fire Protection. The extra
capacity costs assigned to fire protection service were allocated to Public and Private Fire

Protection on the basis of the total relative demands of the hydrants and fire service lines.

RESULTS OF STUDY

The data summarized in Schedule A, "Comparison of Pro Forma Cost of Service
with Revenues Under Present and Proposed Rates for the Twelve Months Ended
November 30, 2013,” constitute the principal results of the allocation study.

The cost of service by customer classification, shown in column 2 of Schedule A,
is developed in Schedule B, "Allocation of Cost of Service to Customer Classifications for
the Twelve Months Ended November 30, 2013". The allocation of the total cost of service
to the several customer classifications was performed by applying the allocation factors
referenced in column 3 to the cost of service by account in column 4. The bases of the

allocation factors are presented in Schedule C.

DESIGN OF PROPOSED RATES

The results of the cost of service allocation study were discussed with Company
management in order that it be afforded the opportunity of performing its role in the design
of proposed rates. The rate design guidelines developed during the discussion were to
incease service charges and volumetric rates so that each classification moves
approximately toward its cost of service.

In addition, the rates for Lookout Mountain and Lakeview will be merged into the

proposed Mountain service area tariff. The tariffs for Lone Oak and Suck Creek will begin



a phase-in to the Mountain Tariff by adopting the same blocking structure and volumetric
rates in this case.

The proposed rate structure, as presented in Part lll, Proposed Customer Rates,
Schedule D, consists of service charges by meter size and volumetric rates by class and
service area. The revenue resulting from the proposed rate structure are shown in
columns 6 and 7 of Schedule A, and maintain the existing alignment with the cost of

service shown in columns 2 and 3.



Schedule A

69098501 $

¥85°'8ZY'€G$

GLG'ZyezYs

%L YT 858'82Y £6% lejoL
%L bb 8€6C6L €6CLY8 L GGE'BYY'L €62'1¥8'} SONUAARY ISIBM JSUI0
%Z'ST LEL'E6E0L %000L  162'/8G5'LS  %000F  O09L'PEL'LF  %000L  G9G'/8SLS 19)E 4O SO[ES (€10
%0°0 0 %6°€ ¥S8710°C %67 ¥S8710°C %91 151508 uoljo910Id Bl BjEAld
%b'S ¥62'¥8 %Z'€ LLE'EPY'L %8'€ £10'655'} %0y 92£'850'2 sanIIIN J9)eM JauI0
%6'€Z ¥2Z'0SL %G'L 679'688'€ %9'L STHBEL'E %E L 288'G9.'E Ruoyiny olignd Jaulo
%6°1Z 965'0€8 %06 151'029'Y %26 555'68L'C %28 L16'S02'Y eLsnpul
%92 L6¥8E'E %t LE ¥ET'90T'OL  %LLE EVLVZ8TL  %bLZ 020'2S6'€L eIoJBLIWOD
%662 9ZG'eve'sS %0°Gh LBO'ELT'ELS  %PER G9G'698'LLS  %8'LS 692'56.'92$ [enuapisay
(8) (8) (2) (9) (g) (v) (€) (2) (1)
asealou| Junowy [EJ0] JO Junowy [E10] JO Junowy [E10] JO Junowy UONBDNISSE|D
JuaIad Juadled I ICH Jus0Jay Jawoysn)

asealou| pasodold

sajey pasodoid Japun
S9NUBA3Y BWIO 0ld

sajey Juasald Japun
SONUBA3Y BLLIO OIid

€102 '0€ JOqWIBAON JO Se
‘30IAJ9S JO }SOD) BWIOS OId

€102 ‘0¢ Y39W3IAON A3ANT SHLNOW IATIML FHL ¥HO4

ANVANOD ¥3LVM NVOIHINVY-I3SSINNIL

S31VYH d3S0d0dd ANV INIS3FHd H3ANN SINNIAIH HLIM FOIAYTS 4O LSOO VINHOL Odd 40 NOSIHVJINOD



PART ll. COST OF SERVICE BY CUSTOMER CLASSIFICATION



Schedule B
Page 1 of 7

092 A4} vee's 2892 166°CL 269'62 G19'0¢ 1£9'98 Z saddng pue sjeusiey €629
L6 12s 988°1Z 12821 L1e'8e 9v6'6S ¥£0'69 9e¥'80Z L aung - jesodsig 9isepn  £°069
Ll oL Z66 90% 126 002"} 620 \Wl's 4 sy €199
201 8G 09Z'¢ 986'2 cLY'S ¥£0'0} 9/6'L1 888'ce Z ‘SOAS JoeNUO) suoneied) Y0 €669
891 6 20¥'s Ly6'Y 690'6 12991 Sv8'6lL €619 4 sesuadx3 oSN €029
G0z 9il 6559 9009 LLO'LL 181'02 £60vT 1/1'89 Z seo pue |0 ‘Apuped €029
£EG'Y 6.6 £91004 9/0'88 1££'681 G97'962 8L I¥E 8Z1'0£0') 3 sleolwsy) [erBUSH €819
0 0 0 0 0 0 0 0 Z JogeT [ereusy  £'109
0 0 0 0 0 0 0 0 Z Joge uibuz g uoisivedng €109
-~--uopersdo----
mamcmnxm jusunjeal] Jo9jepp
G8G'GE 6£1°07 bpLiLLE ciy'ore 296'6h9 GE6'651L°L 209'G6G'L 8L'891'y Burdwng pue semo [e10)anS
98 6t Ly LY 80. by’ 9z.'L 098t 9 salddng pue sjeusieiy  1'029
0 0 0 1GS') 891 96401 7518 09t'cB 0z MIINDYET - JBMOd PBSEUDING  £GL9
0 0 0 ¥28'8 0 ££2'0% £91'612 022'892 6! UIN INOYOOT - 18MOd peseydInd  Z'GLY
12504 8/6'G £90'162 LEV'Y0T 08v'6EY ¥/9'/89 6Z6'16. 6.0°16£'2 3 Jomod paseyoind 1109
816V Zh'vl 999'611 0L1'5Z1 909'60Z #8€'0Z¥ $2'10S 651 LLY'L 9 Joge Bugesedo 17109
----uopesadQ----
sasuadx3y buidWing pue 1oamod
G689 88¢ 9vl'0z 9162} 00Z'¥§ 522'09 9.2'L. ¥£8'¥02 Alddng jo sounog [ejoigng
£9¢ 90¢ GE9'L) 969'0} €561 £18'6e Yy 056°021 Z selddng pue sipusiey 2029
0 0 o]} 6 L1 e € ¥0L z jogeq soueudUIBl 2109
----30UBUd RN~
122 Gzl 192'G 682" 612’6 9Zr'vL €19'9) 651'0S } JolepM poseyoind 1019
L0l 16 yez'e 296'Z 0EY'S GG6'6 z88'LL 129'ce z ssuadxy Bugessdo  }7L09
0% 0% 0$ 0% 0% 0% 0% Z Joge Bugesedo 17109
--~tgopeisdQ----
N_mm:w 30 82UN0g
S3SNIJXT IONVYNILNIVIN GNV NOILVH3dO
() toy) () (8 (2) (9) (s) 42 ) (2) ()
uo1309]04d uo1}08}04d SN b_bocu3< jeulsnpug erRswwod |enjuapisay SoIAIBG JO ‘joy :O_ua_._owmc Junoddy JaquinN
ald a4 IB)EAA JBYIO aand }s0D 103084 Junocody
slqngd ajeAld 1BY10

£10Z ‘0¢ HIFGIWIAON GIANE SHINOW JATIML IHL ¥O4
SNOILYOIHISSYTO ¥3N0LSND OL IDIAYIS 40 1S0O 40 NOLLYIOTTV

ANYJINOOD Y3 LVYM NVOIRMaINVY-33SSINNIL



Schedule B
Page 2 of 7

016281 8/2'19 Y662 005'€02 £10'201 106'69/ 299°01¥'L 0/2%5.C uonnqLsI(] ' uoIssiwsuel | elolqng

6.1 29% 161 A 8%9 l8c'y €014 20561 6 s|eHole JuBld 081 JAWO  9'6/9
0 0 le 89V'L ot y18°L GLL'vC £L6'ce 0l SISjB|N SoUBUBIURIN OSIN  9'G/0
zee 201 ¥y 692 Lpl §66 8vg L g/e'e 6 uonepodsuel| SoUBUSIUBN  9°0G9
(%74 Ll Le €02 101 1zL 80L°L 0552 6 S8OIAIBS 10BAUOD WIBN G L BYO  9'6E9
LEL'YT 6£9'L LLLe 60102 £25'01 €8y L 006'S1L L L¥6'25T 6 sieuslen-dw| 3 PRAS A%L 9029
166'G1 11’6 €199 ¥06'0¥ 910'¢Z 295161 9€/'€91 926'G6€ L lppoeg/buned avL 9029
6EE 101 vy z8z 148 €00°1 129°} 055°c 6 jogenjueld 091 BUO L1108
§58'v6 0 0 0 0 0 0 §58'v6 ¥4 Joqe sjueipAH %L 2109
0 0 14! z69 622 ¥89'¢ 16€°L1L 11094 ol loge silBIN ARl 97109
0 880'6) vz 18z'e v18 ¥25'82 £9.°'/81 S6Y'6£T Ll J0QE7 S8MBS 0%L 97109
§¥L'92 £62'G1L 950°LL 98£'89 808°0¢ $86'622 vyl £10°299 L Joqe SN %L 97109
Z6L's L0L') 569 vey'y £9€'2 £16'G1 868'57 225'9S 6 JogeT ‘ubug p uolsusdng 9L 9109

=== QIUBUDJULRA~~=~
181 ozy 6£¢ £er'e £25°1 1281 £68'2¢ zz8'es 8 sosuadx3 0RL OSIN 6629
152 geL 601 201'L 06¥ 9.9 9.5°01 12€') 8 seo pue 10 ‘ApuPBI3 ¢°69
0 0 0 0 0 0 0 0 8 uopepodsuel suopesadd 6069
081, S04y 896'2 85€Ql 188'6 6EL°1L9 98Y'€L JAWAIIA! L $80IAI0S PRAUOD 18O 0 B LIBWIO  §'6E9
0 0 g vi6'vl 1£6'Y £0v'6. 999'6¥2 AN A4 oL JoqeTISRIN OSIN G109
L16) 1601 188 868'9 656'C 29L'L8 20v'se L16'6EL 8 Jogeuonessdo A%l $L09
9e€'e 668'L yEG'L S8Y'SL 0689 G169 0z9'8yl 08Y'e¥T 8 Buz g sedng uonesedo AL G109

----toperadQ----

§asuadxg uonnquisIq ® uoISSIUSURI

109°9 zsl’e 671°L9) €/8'681 1£6'682 LOv'0LY 667 9% 6021291 juswieas | JSIeM [2101aNns

65 ve 206°L FAA €6L'e ¥58'G 186'9 69.'61 z $B0IAISS 1RO SOUBLSILIBIN IBYID  ¥7GE9
18 oy $85'2 19T 6EE'y §56'L S6v'6 998'92 z sayddng e $'6eg
592 oSt 905’8 06, 082'vl 18102 vT'Le 61788 z sjeuslep sjuswanoidw| @ SBIMONAS 029

~===JOURUBJUIBIN-~-~

(L) {os) (6) (8) (2) {9) (s) (v) e) (2) ()
uo99j0id uo1199304d S9N Auoyiny ferysnpuj [erssewIIo) [enuspisay 921A8G jO Joy uondiiosaq junosoy FEGTIIY]
aid aild FESTTTV W ETTTe) aljiand 1809 103084 UNO29Y
stignd ajeAld 1eyI0

£102 ‘0¢ YIGWIAON G3ANT SHINOW JATIML FHL ¥HO4
SNOILLYDIHISSVYIO HIWOLSND Ol IDIAYUIS 40 LS00 40 NOILYDIOTIV

ANVJNOD ¥ILVM NYOIRIINY-IISSINNIL



Scheduie B
Page 3 of 7

085'6Z 08.'6 G10'sz L9L'eh 206'8y 11€°29) ¥65'L1LE 056'929 8l sasuadx3 uoissiwwo) Aoeinbey  8'999
G/8 ¥8¢ 1€8 9z9'L $99°'L G.€'9 0G2's1 11022 i dx3 Buisiueapy  9'099
LL0°) rk4 0€0°} 0002 Lv0'Z 8L 09.'81 122'c€ vl JBYI0 BoURINSY| 8G9
vee'y L6S'L 618°c AN 9162 812'12 150'8S 82.'601 Gl dxg wnwalg dwod suswiopy  8'859
961°L ySL'e G88'9 LLE'EL 189'c1 9L¥'es 66£°GZ1 zoL'zee vl Auiger] lessuss  9/69
199' L1 LIS LGL L 199'12 AN A ove'v8 10Z'€02 ¥16'66€ vl uopenodsuell  80G9
0¢ gl 62 9 86 122 828 Ge6 7L juswdinby - iUy 9'Zb9
oy 81 68 G/ L 62 0L o'l 7l Ausdoid |eay - feuay  9'1¥9
8.6°) 198 £68'L 9.9'c 192'¢ 60%' vl €LY Ve 150'19 ¥l 180 - SOOINIBS JOBIUOD  ('8GEQ
129'6 yes'e z87'8 Zr8's) G69'9) 16509 156'821L 8Z.L'c¥z Gl soIneg ‘|dw3 - sea4 Juswabeueyy  0'8YEY
£80'6€L 966'09 vL0'€EL 0Z¥'8s2 0EY'¥9Z L10'€10°) 159'e2v'z 869'262'v i uoneASIUIWRY - $894 Juswabeuep  0'8YE9
n LYS'0Z vl y¥8'01L £82'2 y8E'€Z1 881'¥86 eV IYLL Zl soinieg/Bulig 1snD - s994 Juswebeusly  0'8YEY
019 LYE 6551 GS8'LL G8¥'6T 118'6€ £26'SY 959'8¢ ) L Aenp Jsiepn - sea4 Juswabeuely  0°8¥E9
98/, AR A 0S¥z 99¥'pL £08'v1 ZL2'9G 819'GE1L 10£°0¥2 ¥l ssomues [BBe7  9'ee9
z10'z z88 926'L 6eL'e 9z8'c 65971 690'GE £LL'29 i seoieg Bupny @269
085'e £0g'L gzL'e Zye's 1519 yre'ee 966 L 18868 Gl asuadxg suoUNqUIUOD MLOY 6709
¥8€'8EL 662'06 816'LZlL 022'222 786'6€2 Zv6'0.8 Zro'eag’L 18€°€06'E Gl syjsueg g suolsued eakoldws  §'409
164'19 180'22 12165 608'7L1L 6L¥'21L 180'0GY 29.°920°L ¥21°206'} vl SBLBIES |BIBUSH R WPY 8109
$8Suadx] [esduds) pue oARBIISILIUPY

98 £16'G1L 62l 29€'ZL ¥35°¢C 6G.°1L1 188 ¥PYS | 91£°€6/7} Bununoooy Jawosny [BjoIang

0 0 0 0 0 0 0 Zl SBOIAIBG JBWOISND OSIN - £'G/9
gl 092'2 €l €611 [Xerd LIG'eL 1$2'801 LSSzl zh swiod  £'G/9
a¢ 1959 9¢ £9v'e 62/ £0¥'6¢ 9/Z'V1E G0S'¥9€E zh abesog/Bulng-Biooy Jewoisny  g'6/9
b g L L 9l z.8 8569 0.0'8 Zl auoydsja/bulg-B1ooy Jswoisn) 269
0 0 0 0 0 vi2'LE 8z6'cey i 1oy €7 SIUNODOY S|aNOS(ooUN  L'0.9
0 8 0 2 b 6¥ 06¢ Zsv ZL swey  L'Zh9
e 2029 e £12'¢ 689 ¥2' L€ 950262 €5 PP zh SBOIAISS JOBAUOD JBUIOD  £'GE9
L Sz L 621 1z 69%'L cLL'LL S8s'el Zi SOOMBG JOBNUOD  L'ZE9
L z6 b 6 o ¥GS VZr'y 12)'G 4} sesuadx3 JAWOISND O8I 2029
0 0 Y vLL'Y 198 €8¢’y 869°'2.€ 09’0t €l Joqe buipesy BN 2109

sasuadx3g bununoddy JBLloIsn)

(1) (ov) (6) (g) (2) (9) (s) ) ) () )

-10 -

uo1}08)0id uopo9oId sanHnn Auoyiny leusnpuy| |ejsiowwon |enuepisay 99jAI0G JO ‘J9y uoijduosa(] Junodoy quinn
a4 a4 19JeM 19430 ollqnd 1509 10joe4 WUNo0Y
o1and ajeALid BYO

£10Z ‘0¢ YIQIWIAON GIANT SHLNOW JATIML IHL ¥O4
SNOILVJIJISSVYIO ¥IWOLSND OL IDIAUTS 40 1S0D 40 NOILYOOT1TV

ANVJINOD ¥dLVM NVORIINV-IASSINNIL



Schedule B
Page 4 of 7

8€6'699 689'€0E 680°VL0'L  ESK'ETS) €S¥'616') 6€9'L48'G 020'6SL'€L 8T LEV'VE sesuadx3 soueusjuiely g uonesado |ejoL

590 vty 519202 0€S'Ley 68£'608 €9 ¥¥8 ZIvEITE 001066~ 088'1E6'EL [EJ2UBS) PUE SANEASILILIPY [BI0IGNS

- - - - - - - 14! wawisnlpy 00NAY 8269

910'y 092t Zr8'e Zov'L S€9'L 1SZ'62 086'69 96'c2) 14" 30IMBS ALN0ag  §'G/9

(WAN:: 99Z'z L¥6'y 809'6 1£8'6 ¥99'2€ L0106 §65'651 4! dx3 [eIausn) snosueleosIY  8'GL9

1052 960°L £6€'2 L¥9'y §6L'y 61T'8) 985'cy 661'LL 4! SBIN PUB SOBUBIUIEIN OSIA  8'GL9

088'G} 096'9 v61'G1 505'6Z 16108 199'G11 612'9/2 9L 1'06¥ vl asuedx3 jesaueD OSIN - 8'G/9

692 zee 8.9 99z') vee'L Zv8'y $0E'0} §.¥'61 S1 seafodw3z 4O sesuadxy  §'6.9
() {oy) (s) (8) (2) )] (s) v e) @ ()

uol3993044 uo1199)044 sain Auoyny feuysnpu| |eissowiion |enuspisay 99IAI8S JO 1oy uondiiosa( Junoosy 1aquinN
8414 a4 FEIL:7V 1T Te) alignd 150D 103084 JunoodYy

ongnd ajeAld leyl0

€102 ‘0¢ YIGIWIAON QIANT SHINOW 3ATZML IHL HOd
SNOILVDIHISSVYTO ¥3N0LSND OL IDIAYIS 40 1SOD 40 NOLLVYIOTIV

ANVJINOD ¥U3LVYM NVOIRMIINV-I3ISSINNIL

-11 -



Scheduie B
Page 5 of 7

0 0 0 86¢ [4% 866’} 299'6l 0S6°LL 0z Juel manaxen
0 0 0 0 0 0 0 0 6l HUE L UIBJUNOW IN0X%007
EV6'veT 691l 259'vS 0.£'6S 169'G6 951'98) £00'zee 056°259 S Buuied-sadidpuelS g SHOAOSBY A% L 00°0€E
0 0 0 0 0 0 0 0 0¢ Huel meinaneT]
0 0 0 8cl 0 8¢9 ozv'e G8L'y 6l e 1 UBJUNGN INOY00T
8L1'G 6’ gye'LL Sev'LL 65861 8v9'8¢ 060°9¥ 655°cElL ] sadidpuels g sHOARSEY 3% L 00°0EE
Lee'l 192 0Ss €ov'e 1e8’l evv'LL 1z9'el 0v6'ze L SaiMpniSgR 1l oFv0g

GoHNG TSI § UO[SSIWsuel]

-12-

1222 292" Lip'L 2 86£'G9 88611 008612 PEE'29Z oleTyL Z UoQIBD PIIBAJOY JenueiD  0Z°0Z¢
98y G/Z Z.6'S1 19Z'v1 T4 LE6' LY 90Z'L6 ¥/8'191 4 juswdinbz uswiess] BB 0Z°0ZE
viZ'L 2zl 098°0% 6Lt L€ G65'89 ¥92'GZ1 201061 9EL'veY A saIMonIS Juswiesl] JBlepy 00 Y0E
juduujeal ] 19]epN
89¢ 802 G9/'L vl ££0'C 1029 £6¢°'L $18'02 9 wewdinbz duidwngd Jsyo  05°LLE
€6 0¢ €62 S92 Gev 888 6501 Z86'C 9 juswdinb3 Buidwing 19s81q  0Z'LLE
0 0 0 8¢ 14 [Ber4 8002 20e'z 0z Hue] Mainexe
0 0 0 vz 0 12V LEL'D pLgL 6l HUBL UIRIUNO 1N0X007]
6£2'Z G9Z'L 82201 e cEY'8l 889°/¢ 8E6°vY ¥16'921 9 juswdinby Buidwing ou108(3 0z LLE
06L o127 ¥8.'¢c 856'C L0S'9 £62'¢) 058'Gl 229'vy 9 J8yjo- Juslidinbz uopeIBUBD J8MOd  00°0LE
0 0 0 3 0 S v 6% 0z Hue | manexe
0 0 0 9l 0 L2 88¢ GLY 61 4B | UIBIUNON INOY0OT
8€8°) 6E0°) 808'8 £12'6 yEL'GL Zv6'0¢ ¥68'9¢ 898'€0L 9 samonig buidwng 02 v0€
juswidinbg Buidwing
e 61 980°1 666 ¥Z8'L cre'e 066'C A YAN} Zz suey Aiddng  00°60¢
L L 8¢ Ge ¥9 8l (R4 66¢ Z SS I/d BUI0  00°90€
Zl L L6E 8G¢e 969 202'y Gev'l 090'v 4 SNBIU| JBYIO B ‘SIOARY ‘'SONET  00'90€
S £ z61 8¢l 962 89Y 665 285°) 4 sjuswaAcsdw) pue saINonAs 0L v0E
Kjddng J6 551Mog
£66 8y Zi6 V2L Zi8'l 6’9 809'01 Siv'6 vl Apnig Buluued saisusyaidwod  02°6£€
siqibuell]
0 3SNIdX3 NOILViDTad3d
(11) (01) (6) (8) (2) (9) (g) () (g) (z) (1)
uoo9joid uoR98)0id SaIpIN Aoyiny leusnpu| [e1osowIwion fenuapisey 9oJAIBG jO oy uondiosaq unoddy 1squnN
alid a4 193BMA 1OUI0 angnd 1509 10)084 JUNOYIY
alqnd ajeald Y0

€102 ‘0¢ ¥IGNIAON 03ANT SHINOW 3IATIML FHL HOL
SNOLLYIIHISSYIO ¥3INO0LSND Ol 3DIAYAS 40 LS00 40 NOLLYOO TV

ANVJNOD ¥ILVM NVYOIRIIWY-I3SSINNTL



Schedule B
Page 6 of 7

#59 182 929 S1z'L £vz'L z9.'Y ¥6e'LL 08102 ¥l juswdinbz pajesedo semod  00°6YE

-13-

4 L ¥8¢ A Sv9 €84 Zi'L $66'C z juswdinby Aiojesoqe  00°brE
196'C 00g'L 6€8'C £16°6 Zr9's y19'12 80.°LS ¥85°L6 vl juswdinby sbeses g ‘doyg 'sjpol  QO'EVE
95 T4 ¥G $0L 104 oLy 086 9eL') i wewdinb3g s21018  00°ZvE
0401 69% ¥Z0') 686°'L $£0'2 1611 259'81 9g0'ee vl Jsyi0-vonepodsuell O LbE
€59°'L vel 1861 120'E rAAN> LE0°Z) 86.'8¢C 500'1S vl $2IIQOWOINY 0L LPE
658'6 12¢'y £Er'e gLe'gl vri8L Z18'1L LOS'LLL 88Z'70¢ i syonil AaBsH 07 LvE
120'9 199'C 608'S 08z'L1 AL H (At A 262'G01L G€'281 vl syoniL b oLive
7l g yl 12 12 01 6v2 oy vl swdinbg 80O JOYO 050V
¥ Ll €z Sy A7 8.1 A4 GG/ 12 juswdinbz BuypueH eleq 0V OvE
8 14 8 9l 9l 19 vl 092 4 JBYI0 siemyos Jeindwod  0g 0YE
1oL a4 16 681 £61 A 891 LEL'e i [BUOSIDY BJeMHOS JBINdwod O£ 0¥E
zz L26'€ zz 960' (K47 1v8'eT 90Z°061 $09'0Z2 ZL asiemyog oIndwod  08°0pE
85€'9) 691°L 1G9'G1L £6¢£'0¢ 00L'LE 8ri'6lLL 8v0'682 G98'v0S vl a1emyog soindwo) O£ 0¥E
012 126 102 906°¢ 166'S ZIe'GL L£9'9e 088'¥9 vl aweyuiepy a1emyog sendwod 08 0vE
%3 6vL 9z¢ €€9 1%9 084z GE6'S 0150l vi aiemyos seindwod  0g'0ve
682 9zl 9.2 9cs 6¥S 2012 LE0'G 806'9 vl J8Yi0 yduad g seindwon  0z'0vE
8/€ 991 z9¢ z0L 6L ¥62'T 8869 699°L1 i [euosiad ydusd g Jendwod 0z 0ve
BSY 102 6EY £69 €18 Gre'e Z00'8 cLLYL vi Juswdinby aweyue pue BINdWOD 07 0vE
0z2 16 Lz 60¥ 6L¥ $09'L or8'e 2089 ¥l Juswdinby jessyduad @ JeINdwod 0z 0FE
12z 1B Lz oLy 0z¥ 609'L 6v8'c 8189 vl aINjuIng 80O 01 0YE
01 v 66 €61 961 162 Zi8°L 602'c 7l “osiN “dwj pue seinPnIS 08 40E
v A Ll €1 24} 6ES 682'1 282'C 7l saimonis abesen p 'doyg * 881018 02'40¢
9z¢ £yl AR 909 0Z9 v1€'2 6/9'G 650'01 vl SRUNONAS 80O 09°¥0E
Goz oLl €62 L6¥ €05 126°) 609't ¥91'8 vl fereuan ‘dwi pue saunPNAS  0G ¥0E
jueld [eisusn
186'081 0 0 0 0 0 0 185'081 ¥4 sjueipAH  00°GEE
0 0 687 z./8'cl AL G68'cl 205'922 AR ¥AS oL suonejleIsul IBIBIN  0Z ¥EE
0 0 ! 9g 6l 862 126 G627} ol 21A1IS MeN/esED [BIBN - SIB1IBN O} EE
0 0 b 12 6 rad) 6EY L9 ol 8580 ONSeld - SIBBIN 0L 'PES
0 0 262 ZLo'yl 8£9'y 209'v. £18'067 86E'$ZE 0L 8IAS pIO/eseD [BIBIN-SISIBN 01 PEE
0 0 yOv 18e'6l GL¥'9 98L'c0l 8vZ'6LE yE9'8YY oL SIBloN 0L 'vee
0 6.£'61 ¥Z Lee's 128 656'82 629'061 0st'eve L SOOIIBS  00'EEE
eyl 18 197 102 982"l 8687 €187 0518 £ (+e1@010) 10 ,g|) SURIN - SUBW 0B |  00'LEE
62€'9 965'C 6£9'cE 926'0¢ 9v.'96 $£0'v0L acl'vel 909°'6G€ € (eiopy 40 ,2)) sulRN -SUlBWN QR L 00'LEE
0912 122 ovs'LL Z65'01 £9¢'61 861'GE 1GE'TY £0.'27L £ (.91 - .0L) SUBW - SUIBN 1R 1 00'IEE
£00'0¢ oLV L 0 812'0L 6€1'22 AL AN 6.6'282 958'099 ¥ NL (.01 -.9) surey -SURIN AR L 00'LEE
3 0 0 Z L L 8 8l ¥ (8- .9) suleN -SUBN QR L 00'LEE
£ye'e 206°) 0 1882 L9%'2 z05°9z Zeg'Le 189°€L ¥ (s89) 40 ,.p) sule - suBN QB L 00'LES
009'9 59/'¢ 0 695'G) 0.8y 02£'2S 6v2'29 €LE'SL 14 PayisseD JOU SUBW 18 L 00 1€E
€ 6l 180°1 066 718°1 gze'e 06'€ €ET'LL z sjlemiesid  Ob'0€E
0z L 5% £V GL avl vl K g syue| punols mojg  0£0EE
9z Gl 95 LS 86 161 122 699 S Salllioe [2AST PUNOIS  0Z'0€E
1522 812'y LE6'Y 966't 1£9'8 162'91 ze0'02 116'86 S sadidpuels @ syUB] pajeAsd 0L 0EE
(1) (1) (6) (8) {£) (9) (s) 2] {g) @ )
LoNov10Id Uof09301d SN >ut0£~3< lelysnpuy [eioJstiwio) jepuspissy 9J1AI8G JO 4oy co_un_uowwﬁ JUNOYJY JOQUWINN
ald iy JDJEM HBYI0 Jfand 180D 103084 JUno2dY
algnd ajeAld LT o)

£10Z ‘0¢ Y3IGNIAON QIANT SHLNOW JATIML FHL HOS
SNOILVYDIHISSVYTO ¥3IWO0LSND OL IDIAUIS 40 LSO 40 NOLLVIOTIV

ANVJINOD ¥3LVM NVOIIHINY-33SSINNIL



0$ 151'608% 92e'850'28  288'59.'¢$ L16'G0Z'v$ 020°L56°CL$  692'G6.'97¢  G9G°.8S'LS 1ejol

Scheduie B
Page 7 of 7

-14 -

(¥99°c01'2) 0 0 265'291 165°181 $66'209 188'9G1°L allg oljgnd 40 uopedo||y
¥99'€01'2 161'608 9z£'860'2 062'€09'c 9Ze'v20'y SZY'PSe'elL 78€'9£9'67 G9G'/86'LS $9[eg 0 paje|ay 9dIAIg JO 150D [BJ0 L
(cg) (768'6) (55) (zzzZ's) (660°L) (L1¥'68) (c06'cLy) (rv9'61G) 4! s901M88 Builig
(669'25) (051'02) (2e5°19) (261'06) (6¥2'001) (80¥'¥£€) (6¥6'L+9) (6v9'162°1) gl $9844 JBYIO
18807
gLY'961'Z G61'GE8 816'601°C 699'869'¢ VIL'9ZL'Y 0sz'gvL'cl $€2T'¥5L'92 868'8ZY'CS 901AI9G JO 1500 [eJ0 L
Ly L'66G 8/9'¥22 80%'Z0¥ 2v6'298 801'628 062's0L'e 18LYGL'S 100'821°LL 1L JINOONI ONILYHIJO ALITILN
0£.°28¢ ¥20°901 £68'681 G120V 16£'L6E LYE'Gov'L XA K4 S08'v12'S $8Xe] SWodu| [ejoL
0£.°282 ¥20°901 £68'681 SLz' 0¥ 16E°16€ LYE'Gor'L FANAAS o4 S08'v22'S L) $OXe | BUWOdU| 9JeIS pue [BIepad G 60F
S§3XV1 INODNI
860'c82 228'c01 656181 £09'20% ¥v6°6.€ 296'L9v°L £82'0¥5°2 BY9'eGe's sexe] awoou| uey | Joyjo saxe] [ejol
rree 181721 $0.2¢ FAYANR ££6°€9 802212 19€°/0% 259'618 8l xe| sidieosy $S0J9  ph'G89
10L'S 0812 G18'G ¥5.'6 668'01 8/1'9¢ 6Y1'69 96.'6E1 8l 894 08d 00689
829'L1 0vL'9 6ET'LL 851L'0¢ 102'cE 98111 8€L'V12 890°2EY 81 SOSUBD( pue $8XEY JBUID  £1'G89
Z19 sze 6£S 100') 190°L 068'c £61'8 G8Y'Sl Gl VINS §£'689
L8781 8929 £yz'ol 6££0¢ €/6'L€ GE0'9L) 656'9v2 £6.'99% Gl voId  ££°689
162 26 12z ey GeY 6.G'L z9e'e £6€'9 S1 Vind  2£689
120°202 0£0'6. 8it'601L 0zL'€lz AL WANA 052'086 GLZ'066'L 209'cl¥'e 9l soxe| Apadold  07'689
§3XV1 IWODNI NVHL ¥3HLO SIXVL
Ligiee 986'06 685°12¢ 96t'20S 8.6'G09 850'898°1 8E6'89'c L'egls uonjezipowy § uofjeaida( (3ol
8ce y0L 822 244 £Gv velL'l vl 8ve's vl ased] [ended AN jo uoheziiowy 26089
1e L 9l Iy 9¢ ovi 867 6LG 9l YYdN 0 uoneziuowy  0£°089
86 9¢ FAY o¢l gLl 99 GGL 059°L 91 Jessy AlojeinBey jo uopeziiowy 00089
081} 12y €29 65G°1 96¢e‘1 G8s's 0906 06.'61 g1 [EAOWSY JO 180D UONRZIUOWY  01'GL9
SNOILVZILHOINY
$96'61€ 801'96 09'0z¢ ¥82'006 0z0'v09 1Z1'098°L LEE'YSP'E G08'GSL'L asuadxg uogneroaida(q |e10L
8 ¥y 8 Gl Gl 65 24 (X7 4 eld eiqibue sy 00°8YE
852'C 066 091’z G6l'y 262y A £YE'6e £89'69 ¥l juawdinbz snosueROsSIY 00 LbE
€01 St 86 161 661 i 06L°) 0L1'¢ 4! suoydala | jueidinbi UOKEDILNWWOD  0Z 9PE
682 ] 827 chy 1414 8eL'L 661’y 99¢'L 7l juswidinb3 jouoD BloWaY  61°9%E
6LV 02 8GY 068 L6 68Y'c LYE'8 €871 vl ,uoydei) UON uswdinb3 uogesunNWWod 0L °9ke
(L1) (o1) (s) (8) (2) (9) (g) (y) (g) (2) (1)
uo1}99301d uo32930id sonIN Auoyiny ferysnpuj [edssuIwos |enuapisoy 891A158 JO 1oy uondiiose(] JUNosdY lpquinN
a4 a4 18JeM JBYIO algnd 180D 10)0e4 JUNOO2Y
ofand aleALd BY0

£10Z ‘0¢ ¥IGIWIAON A3ANT SHLNOW JATIML 3HL ¥Od
SNOILLYOIHISSVYTD ¥3WOLSND Ol IDIAYAS 40 LSOO 40 NOILVIOTIVY

ANVJINOD ¥3LVM NYOIRHIINY-IISSINNTL



Schedule C
Page 1 of 27

TENNESSEE-AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 1. ALLOCATION OF COSTS WHICH VARY WITH THE AMOUNT OF WATER CONSUMED

Factors are based on the pro forma test year average daily consumption for each
customer classification.

Average Daily

Customer Consumption, Allocation
Classification 100 Cu. Ft. Factor
(1 ) (3)

Residential 12,021 0.3312
Commercial 10,442 0.2876
Industrial 6,673 0.1838
Other Public Authority 3,105 0.0855
Other Water Utilities 3,813 0.1050
Private Fire Protection 90 0.0025
Public Fire Protection 158 0.0044
Total 36,302 1.0000
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Schedule C

Page 2 of 27
TENNESSEE-AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.
FACTOR 2. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE AND
MAXIMUM DAY EXTRA CAPACITY FUNCTIONS.
Factors are based on the weighting of the factors for average daily consumption
(Factor 1) and the factors derived from maximum day extra capacity demand for each customer
classification, as follows:
Average Daily Maximum Day
Consumption Extra Capacity
Customer Allocation Weighted Allocation Weighted Allocation
Classification Factor 1 Factor Factor Factor Factor
M @) (3)=(2)x 4 (5)=(4)x (6)=(3)+(5)
0.6897 0.3103
Residential 0.3312 0.2284 0.4028 0.1250 0.3534
Commercial 0.2876 0.1984 0.3150 0.0977 0.2961
industrial 0.1838 0.1268 0.1118 0.0347 0.1615
Other Public Authority 0.0855 0.0590 0.0937 0.0291 0.0881
Other Water Utilities 0.1050 0.0724 0.0767 0.0238 0.0962
Private Fire Protection 0.0025 0.0017 0.0017
Public Fire Protection 0.0044 0.0030 0.0030
1.0000 0.6897 1.0000 0.3103 1.0000

Total
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Schedule C
Page 3 of 27

TENNESSEE-AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 2. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE AND
MAXIMUM DAY EXTRA CAPACITY FUNCTIONS, cont.

Maximum Day

Extra Capacity
Average Daily Rate of Flow,

Customer Consumption, 100 Cu. Ft.  Allocation

Classification 100 Cu. Ft. Factor* Per Day Factor

o @) ) (#=2)x(3) (5)

Residential 12,021 1.0 12,021 0.4028
Commercial 10,442 0.9 9,398 0.3150
Industrial 6,673 0.5 3,337 0.1118
Other Public Authority 3,105 0.9 2,795 0.0937
Other Water Utilities 3,813 0.6 2,288 0.0767
36,054 29,838 1.0000

Subtotal

The weighting of the factors is based on the maximum day ratio of 1.45, based on a
review of maximum day ratios experienced during the period 1995 through 2011.

Maximum
Day Ratio Weight
Average Day 1.00 0.6897
Maximum Day
Extra Capacity 0.45 0.3103
Total 1.45 1.0000

* Ratio of maximum day to average day minus 1.0.

-17 -



Schedule C

Page 4 of 27

0000'L 221 v66'vS jejol
62200 000°09Z'L uonoBI0Id Sl
1L/6°0 zel'vel'es SVl felogng
Z€0€'0 201'9/9'01 S¥0 Ayoede) enx3 Aeq wnuwixepy
6£.9°0 510'860'.¢ 00’} Req sbeiany
VJETY ado ‘Kenijeq oney Aeq
welsAg LWNWIXEN

‘abed Buimojjos 8L} uo padojaasp aie g UWINJOD Ul S10}08} UOIDaJ0d 81l 8] "MOJaQ UMOYS SE
‘uonoslosd 811 10§ puBLLBD WS)SAS 3y} PUB G| 4O Olel Aep WNWIXew au) Uo paseq s $10)0e} au} Jo Bunyblem sy

0000°1 62200 00001 2080 0000} 6£.9°0 0000°} |ejoigng
9.10°0 ori0'0 19890 0€00°0 9000 Luonoel0ld 8di4 dlgnd
00100 £€800°0 €€9¢°0 21000 G2000 LONO8]01d 8ll4 aleAld
1$60°0 €200 29200 80400 05040 Salli[IN J91BAA 1BULO
0980°0 ¥820°0 22600 92500 §680°0 Auoyiny olgnd 1ey0
82610 6£20°0 8LiL°0 6£CL0 8e81 0 leujsnpu|
£682°0 g960°0 0G1e0 8€61°0 9/82°0 {erosuwod
FA*1 450 12240 8c0v'0 IANAA] cieeo [ejuspissy
62200 2€0€°0 690
(D)+(8)+(£)=(8) x(9)=(2) (9) x(t)=(5) ) x(2)=(¢) (2) (1)
Joyoe Jojoe 4 Jojoe 4 Jope J0pe J0joe4 | Jojoe4 uoneoulsse|d
uoneso|y payblapy  uoneoo)ly payBiapn UoljBoOlY pajybiopn uoygeoo|ly JBwosn)
uonI904d a4 Aoeden eixg uondwinsuo)
Ae@ wnwixepy Aieq abeirany

'SMOJ[O} SB ‘LOIJBOIISSE|D JBWIO)SNO Loee Ag puewap uoposjold aly sy} pue puewap Aoedes enxs Aep WNWIXEW
wiol4 paAnap siojoey sy (| Joyoed) uonduwinsuod Ajiep afeleae Jo siojoey auy jo Bunyblam sy} UO paseq sie SI0DB

'SNOILLONNA
FOINGIS Fdid ANV AVA WNIXYIN “3SYE ONIAYIS SIILITIOVH HLM A3LVIO0SSY SLSOD 40 NOILVYOOTIV € ¥OL0V4

JUOD 'SNOILYOIHISSY1O ¥INOLSND OL ADIAYIAS 4O LSOD ONILYDIOTIV HO4 SHOLOVS

ANVANOD H3LVYM NYOIHIWY-3ISSINNIL

-18 -



TENNESSEE-AMERICAN WATER COMPANY

Schedule C
Page 5 of 27

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

BASIS FOR ALLOCATION OF DEMAND-RELATED COSTS OF
FIRE SERVICE TO PRIVATE AND PUBLIC FIRE PROTECTION

Description

(1)

Private Fire Protection
1 -Inch Fire Line
1.5 -Inch Fire Line
2 -Inch Fire Line
2.5 -Inch Fire Line
3 -Inch Fire Line
4 -Inch Fire Line
6 -inch Fire Line
8 -Inch Fire Line
10 -Inch Fire Line
12 -Inch Fire Line

Total Private Fire Protection

Public Fire Protection

4-1/2 inch, 3 way

Total Public Fire Protection

Total Fire Protection Service

Restrictive
Diameter(s) Number Relative  Allocation
Squared of Units Demand Factor
(2) (3) (4)=(2)X(3) (5)

1 0 0

2.25 1 2

4 18 73

6.25 1 6

9 2 18

16 117 1,869

36 896 32,250

64 318 20,377

100 15 1,498

144 19 2,745
1,387 58,839 0.3633

20.25 5,092 103,113
5,092 103,113 0.6367
6,479 161,952 1.0000
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Schedule C
Page 7 of 27

TENNESSEE-AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 4. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE,
MAXIMUM HOUR AND FIRE SERVICE FUNCTIONS.

Maximum Hour
Extra Capacity

Average Hour Rate of Flow,
Customer Consumption, 100 Cu. Ft. Allocation
Classification 100 Cu. Ft. Factor* Per Hour Factor

M (2) ) (4)=(2)x(3) (5)
Residential 501 3.0 1,503 0.4744
Commercial 435 2.8 1,218 0.3846
Industrial 50 1.7 84 0.0266
Other Public Authority 129 2.8 362 0.1144
Other Water Utilities 0 1.7 0 0.0000

Total 1,115 3,168 1.0000

The weighting of the factors is based on the maximum hour ratio of 1.90 and the system
demand for fire protection, as follows:

System
Maximum Delivery,
Hour Ratio GPM Weight

Average Hour 1.0 25,735 0.4912
Maximum Hour Extra Capacity 0.9 23,162 0.4420
Subtotal 1.9 48,897 0.9332
Fire Protection 3,500 0.0668
Total 52,397 1.0000

* Ratio of maximum hour to average day minus 1.0.
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Schedule C
Page 9 of 27
TENNESSEE-AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 5. ALLOCATION OF COSTS ASSOCIATED WITH STORAGE FACILITIES.

Maximum Hour
Extra Capacity

Average Hour Rate of Flow,

Customer Consumption, 100 Cu. Ft. Aliocation

Classification 100 Cu. Ft. Factor® Per Hour Factor

(M 2) (3) (4)=(2)x(3) (5)

Residential 501 3.0 1,503 0.3928
Commercial 435 2.8 1,218 0.3184
Industrial 278 17 473 0.1235
Other Public Authority 129 2.8 362 0.0947
Other Water Utilities 159 1.7 270 0.0706
Total 1,502 3,826 1.0000

* Ratio of maximum hour to average day minus 1.0.
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TENNESSEE-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 5. ALLOCATION OF COSTS ASSOCIATED WITH STORAGE FACILITIES.

The weighting of the factors is based on the ratio of the capacity required for a 6-hour
demand of fire flow, as related to total storage capacity.

Fire Protection Weight = 3,500 GPM x 60 min. x 6 Hours = 0.0565
22,311,000 Gallons Storage
General Service Weight = 1 - 0.0565 = 0.9435

The weighting of the average hourly consumption and maximum hour extra demand for
general service is based on the maximum hour ratio, as follows.

Maximum
Hour
Ratio Percent Weight
Average Hour 1.0 52.63 0.4966
Extra Capacity
Maximum Hour 0.9 47.37 0.4469
Total 1.9 100.00 0.9435
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Schedule C
Page 12 of 27

TENNESSEE-AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.
FACTOR 7. ALLOCATION OF COSTS ASSOCIATED WITH TRANSMISSION AND
DISTRIBUTION MAINS.
Factors are based on the weighting of the factors for maximum day extra capacity

and fire demand (Factor 3) and maximum hour extra capacity and fire demand (Factor 4) for
each customer classification, as follows:

Maximum Day Maximum Hour
Extra Capacity and Fire Extra Capacity and Fire
Customer Allocation Weighted Allocation  Weighted Allocation
Classification Factor 3 Factor Factor 4 Factor Factor
(1 2) (3)=(2)x 4) (5)=(4)x (6)=(3)+(5)
0.1779 0.8221
Residential 0.3452 0.0614 0.4282 0.35 0.4135
Commercial 0.2893 0.0515 0.3599 0.2958 0.3474
Industrial 0.1578 0.0281 0.0335 0.0275 0.0556
Other Public Authority 0.0860 0.0153 0.1071 0.0880 0.1033
Other Water Utilities 0.0941 0.0167 - - 0.0167
Private Fire Protection 0.0100 0.0018 0.0259 0.0213 0.0231
Public Fire Protection 0.0176 0.0031 0.0454 0.0373 0.0404
Total 1.0000 0.1779 1.0000 0.8221 1.0000

The weighting of the factors is based on the footage of transmission and distribution
mains as set forth below:

Footage of
Mains Weight
Transmission Mains 1,215,175 0.1779
Distribution Mains 5,616,906 0.8221
Total 6,832,081 1.0000
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TENNESSEE-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 8. ALLOCATION OF TRANSMISSION AND DISTRIBUTION OPERATIONS AND
SUPERVISION EXPENSES.

Factors are based on the allocation of transmission and distribution operation labor,

as follows:

Customer Operating Allocation
Classification Labor Factor
M ) (3)

Residential $319,152 0.6104
Commercial 141,142 0.2699
industrial 14,818 0.0283
Other Public Authority 33,272 0.0636
Other Water Utilities 3,279 0.0063
Private Fire Protection 4,105 0.0078
Public Fire Protection 7,180 0.0137
Total $522,948 1.0000

Transmission
& Distribution

FACTOR 9. ALLOCATION OF TRANSMISSION AND DISTRIBUTION MAINTENANCE
SUPERVISION EXPENSES.

Factors are based on the allocation of transmission and distribution maintenance labor,

as follows:

Transmission

& Distribution
Customer Maintenance Allocation

Classification Labor Factor
M 2) (3)

Residential $660,815 0.4582
Commercial 407,569 0.2826
Industrial 60,353 0.0418
Other Public Authority 114,731 0.0795
Other Water Utilities 17,738 0.0123
Private Fire Protection 43,528 0.0302
Public Fire Protection 137,597 0.0954
Total $1,442 331 1.0000
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TENNESSEE-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 10. ALLOCATION OF COSTS ASSOCIATED WITH METERS.

Factors are based on the relative cost of meters by size as developed on the
following page and summarized below:

Customer Meter Allocation
Classification Equivalents Factor
) 2) 3)
Residential 66,906 0.7116
Commercial 21,627 0.2300
Industrial 1,348 0.0143
Other Public Authority 4,061 0.0432
Other Water Utilities 83 0.0009
Subtotal 94,025 1.0000
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TENNESSEE-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont

FACTOR 11. ALLOCATION OF COSTS ASSOCIATED WITH SERVICES.

Factors are based on the relative cost of services by size as developed on the
following page and summarized below:

Customer Service Allocation
Classification Equivalents Factor
4 (2) (3)

Residential 66,377 0.7840
Commercial 10,083 0.1191
Industrial 282 0.0034
Other Public Authority 1,163 0.0137
Other Water Utilities 11 0.0001
Private Fire Protection 6,751 0.0797

Subtotal 84 667 1.0000
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TENNESSEE-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 12. ALLOCATION OF CUSTOMER ACCOUNTING COSTS.

Factors are based on the number of bills by classification, as follows:

Customer Number of ‘Allocation
Classification Bills Factor
(1) 2) (3)

Residential 795,645 0.8622
Commercial 99,784 0.1081
Industrial 1,811 0.0020
Other Public Authority 8,798 0.0095
Other Water Utilities 49 0.0001
Private Fire Protection 16,649 0.0180
Public Fire Protection 132 0.0001

Total 922,867 1.0000

FACTOR 13. ALLOCATION OF METER READING COSTS.

Factors are based on the number of meter readings by classification, as follows:

Number of
Customer Meter Allocation
Classification ‘ Readings Factor
M 2) (3)
Residential 795,645 0.8781
Commercial 99,784 0.1101
Industrial 1,811 0.0020
Other Public Authority 8,798 0.0097
Other Water Utilities 49 0.0001
Total 906,087 1.0000
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TENNESSEE-AMERICAN WATER COMPANY

Schedule C
Page 19 of 27

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 14. ALLOCATION OF ADMINISTRATIVE AND GENERAL EXPENSE.

Factors are based on the allocation of operation and maintenance expenses excluding
power and chemicals, as follows:

Customer
Classification

(M

Residential
Commercial

Industrial

Other Public Authority
Other Water Utilities
Private Fire Protection
Public Fire Protection

Total

Operation and
Maintenance
Expenses

()

$3,649,463
1,525,487
398,175
389,066
200,180
91,871
209,681

$6,463,923

Allocation

Factor

®)

0.5646
0.2360
0.0616
0.0602
0.0310
0.0142

0.0324

1.0000

FACTOR 15. ALLOCATION OF LABOR RELATED TAXES AND BENEFITS.

Factors are based on the allocation of operation and maintenance labor expense,

as follows:

Customer
Classification

M

Residential
Commercial

Industrial

Other Public Authority
Other Water Utilities
Private Fire Protection
Public Fire Protection

Total

Labor
Expense

)

$2,936,058
1,379,928
380,111
360,594
183,399
80,378
219,353

$5,549,821
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TENNESSEE-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 16. ALLOCATION OF INTANGIBLE PLANT AND OTHER RATE BASE ELEMENTS.

Factors are based on the allocation of utility plant in service less depreciation, follows:

Utility Plant in

Serivce Less
Customer Depreciation Allocation

Classification Reserve Factor
M ) (3)

Residential $77,395,274 0.4578
Commercial 47,730,766 0.2822
Industrial 11,585,568 0.0685
Other Public Authority 13,334,156 0.0788
Other Water Utilities 5,329,839 0.0315
Private Fire Protection 3,657,908 0.0216
Public Fire Protection 10,085,825 0.0596
Total $169,119,336 1.0000

FACTOR 17. ALLOCATION OF INCOME TAXES AND INCOME AVAILABLE FOR RETURN.

Factors are based on the allocation of original cost rate base, as shown on the
following pages and summarized below.

Customer Original Cost Allocation
Classification Rate Base Factor
(1) 2) (3)

Residential $62,625,497 0.4611
Commercial 37,732,028 0.2778
Industrial 10,084,376 0.0742
Other Public Authority 10,480,226 0.0772
Other Water Utilities 4,888,770 0.0360
Private Fire Protection 2,733,161 0.0201
Public Fire Protection 7,276,192 0.0536
Total $135,820,250 1.0000
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TENNESSEE-AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 18. ALLOCATION OF OTHER REVENUES.

Factors are based on the allocation of total cost of service.

Customer Total Cost Allocation
Classification of Service Factor
M () (3)

Residential $25,277,183 0.4970
Commercial 13,166,268 0.2589
Industrial 3,967,640 0.0780
Other Public Authority 3,552,562 0.0698
Other Water Utilities 2,029,330 0.0399
Private Fire Protection 793,814 0.0156
Public Fire Protection 2,074,012 0.0408
Total $50,860,809 1.0000
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TENNESSEE-AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 19. ALLOCATION OF COSTS WHICH VARY WITH THE AMOUNT OF WATER
CONSUMED IN THE LOOKOUT MOUNTAIN SERVICE AREA.

Factors are based on the pro forma test year average daily consumption for each
customer classification.

Average Daily

Customer Consumption, Allocation
Classification 100 Cu. Ft. Factor
1) (2) 3)
Residential 670 0.8171
Commercial 123 0.1500
Other Public Authority 27 0.0329
Total 820 1.0000

FACTOR 20. ALLOCATION OF COSTS WHICH VARY WITH THE AMOUNT OF WATER
CONSUMED IN THE LAKEVIEW SERVICE AREA.

Factors are based on the pro forma test year average daily consumption for each
customer classification.

Average Daily

Customer Consumption, Allocation
Classification 100 Cu. Ft. Factor
M (2) 3

Residential 472 0.8725
Commercial 59 0.1091
Industrial 1 0.0018
Other Public Authority 9 0.0166

Total 541 1.0000

FACTOR 21. ALLOCATION OF COSTS ASSOCIATED WITH FIRE HYDRANTS.

These costs are assigned directly to the public fire protection classification.

Customer Allocation
Classification Factor
) 3
Public Fire Protection 1.0000
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TENNESSEE-AMERICAN WATER COMPANY
FACTOR 22. ALLOCATION OF WORKING CAPITAL

Factors are based on the allocation of operation and maintenance expenses,
excluding regulatory expense.

Customer Total Cost Allocation
Classification of Service Factor
M 2) (3)
Residential 13,159,020 0.5386
Commercial 5,847,639 0.2393
Industrial 1,919,453 0.0785
Other Public Authority 1,523,453 0.0623
Other Water Utilities 1,014,089 0.0415
Private Fire Protection 303,685 0.0124
Public Fire Protection 669,938 0.0274
Total
24,437 277 1.0000

-40 -



Schedule C
Page 27 of 27

TENNESSEE-AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 23. ALLOCATION OF UNCOLLECTIBLE ACCOUNTS

Factors are based on the net write-offs by customer class.

Customer Net Allocation
Classification Write-Offs Factor
(1) ) )
Residential $391,068 0.9193
Commercial 34,327 0.0807
Industrial 0 0.0000
Other Public Authority 11 0.0000
Other Water Utilities 0 0.0000
Private Fire Protection 0 0.0000
Total $425,407 1.0000
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PART lll. PROPOSED CUSTOMER RATES



Service Charge
Monthly

Consumption:

First
Next
Next
Next
Next
All Over

SFR Contract

Ft. Oglethorpe - 1stBlock
Ft. Oglethorpe - 2nd Block
Catoosa County

Catoosa County

Signal Mountain

Signal Mountain

Walden's Ridge

Walden's Ridge

Private Fire
qm
1-1/2"
2"
2-1/12"
3"

4"

6“

8"

10"
12"

Schedule D
Page 1 0of 3

Tennesee American Water
Present and Proposed Rates for General Water Service
Chattanocoga
Proposed
Residential Commercial _Industrial OPA SFR Rates
5/8" $12.54 $12.46 $13.09 $12.54 $12.54 $16.50
3/4" 21.07 21.99 21.99 21.07 21.07 27.72
1" 35.05 36.58 36.58 35.05 35.05 46.12
1-1/2" 70.13 73.19 73.19 70.13 70.13 92.28
2" 112.20 117.10 117.10 112.20 112.20 147.63
3" 210.37 219.55 219.55 210.37 210.37 276.80
4" 350.63 365.94 365.94 350.63 350.63 461.36
6" 701.26 731.88 731.88 701.26 701.26 922.71
8" 1,121.99 1,170.99 1,170.99 1,121.99 1,121.99 1,476.30
10"
12"
CCF SFR Proposed
Monthly Residential Commercial _Industrial OPA No Contract Rates
4 0.2330 0.2320 0.2430 0.2330 0.2330 0.3024
61 3.6960 3.6730 3.8570 3.6960 3.6960 47974
435 2.3220 2.3080 2.4240 2.3220 2.3220 2.7323
4,500 1.7360 1.7250 1.7120 1.7360 1.7360 2.0832
10,000 1.3270 1.3180 1.3080 1.3270 1.3270 1.6322
15,000 0.7880 0.7830 0.7780 0.7880 0.7880 0.9692
Up to 45,00( 1.0780 1.1500
Over 45,000 1.0780 2.0000
Up to 45,00C 1.0780 1.1500
Over 45,000 1.0780 2.0000
Up to 45,000 1.0344 1.1500
Over 45,000 1.0344 2.0000
Up to 45,000 1.2180 1.1500
Over 45,000 1.2180 2.0000
All Areas
Present Proposed
$32.66 $32.66
73.67 73.67
131.02 131.02
199.79 199.79
294.50 294.50
589.75 589.75
1,178.56 1,178.56
2,359.11 2,359.11
3,538.92 3,5638.92
4,718.96 4,718.96
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