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BUTLER

January 23, 2014

VIA HAND DELIVERY

Hon. James M. Allison, Chairman
c/o Sharla Dillon

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

RE:

Pctition of Tennessee American Water Company, for Approval of a
Qualified Infrastructure Investment Program, an Economic Development
Investment Rider, a Safety and Environmental Rider and Pass Throughs for
Purchased Power, Chemicals, Purchased Water, Wheeling Water Costs,
Waste Disposal, and TRA Inspection Fees, TRA Docket No. 13-00130

Chairman Allison:

With this letter, I enclose the following documents Lo be [iled electronically on behalf of
Tennessee-American Water Company (“TAWC”) in this docket:

L

Tariff sheets executed by Deron E. Allen, President of TAWC—these tarifl sheets
replace the previous submission of executed tarill pages of January 13, 2014;

Production Costs and Other Pass-Throughs Supporting Information pursuant to
Section 7 of the PCOP Rider and revised workpapers related to the PCOP
calculation; and

Replacement pages of the exhibit to the Supplemental Testimony of Gary
VerDouw reflecting correction of the pre-tax rate of return. We file these
replacement pages due to a slight correction in the file that did not change the
calculation of the rider percentages.

Please find attached to this letter five (5) paper copies of these documents.

In addition, I enclose two discs containing three, native Microsoft Excel files reflecting
the Company’s PCOP calculation. Two of these files arc thc combined workpapers for
“Petitioner’s Supplemental Exhibit Revenue Requirement Calculation- GMV™ attached to Mr.

The Pinnacle at Symphony Place JuNAiD A. ODUBEKO T 615.651.6700
150 3rd Avenue Sonth, Suite 1600 615.651.6732 I’ 615.651.6701
Nashwville, TN 37201 junaid.odubeko@butlersnow.com wiww. butlersnow. com
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VerDouw’s Supplemental Testimony, revised per Item 3 above. The third file is the entire excel
file workpaper for Item 2 above. Documents reflecting these electronic files are in the record,
and thus, paper copies are not attached to this filing.

We appreciate your filing these documents. Please let me know if you have any
questions.

With best regards, [ am

Very truly yours,

QWOJVJ Ot
Junaid A. Odubeko

JAQO:sc

enclosures

ecs Joe Shirlcy
Vance Broemel

19200261 v 1



TENNESSEE-AMERICAN WATER COMPANY TRANO. 19
Original Sheet No, 12-EDI-1

CLASSIFICATION OF SERVICE

ECONOMIC DEVELOPMENT INVESTMENT PROGRAM — RIDER

1. Applicability

In addition to the other charges provided for in this Tariff under Service Classifications
Residential, Commercial, Industrial, Other Public Authority, Sales for Resale, and Private Fire, a
Economic Development Investment Program (“EDI”) Rider will apply to customers in all service
areas.

The above rider will be recomputed annually and be adjusted periodically to incorporate the
Annual Reconciliation Factor.

2. Definitions
For the purposes of this Rider:

“Actual EDI Investment Amount” means the amount of actual capital investment and
associated operating expenses of the Company for the Economic Development Investment
Program and not otherwise included in current base rates. At the time of the Company’s next
general rate case proceeding, all prudently incurred Actual EDI Investment Amounts associated
with this Rider shall be included in base rates.

“Annual Reconciliation Factor” means an adjustment factor to true-up rates from forecasted
costs o the actual costs incurred through application of 1) the Budget-to-Actual Adjustment
and 2) the Over-Under Collection Adjustment, and the 3) Earnings Test Adjustment, as
adjusted for Interest.

“Annual Review Period” means the twelve-month period between the annual adjustments of
the EDI Percentage Rate. For the first year beyond the attrition year of the base rate case, this
review period may be shorter or longer than a twelve-month period to cover expenditures
between the attrition year and the start of the subsequent calendar year.

“Authority” means the Tennessee Regulatory Authority.
“Budget-to-Actual Adjustment” means the adjustment to EDI for the applicable coming

annual period due to the difference between the Forecasted EDI Investment and Expense
Amount and the Actual EDI Investment and Expense Amount.

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
BY: WL@‘}‘Z/‘%}LKZ/V'
Ddedn E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403
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“Consumer Advocate” means the Consumer Advocate and Protection Division of the Office
of the Tennessee Attorney General.

“Forecasted EDI Investment Amount” means the amount of forecasted capital investment of
the Company for the Economic Development Investment Program and not otherwise included
in current base rates.

“Over-Under Collection Adjustment” means the adjustment to EDI for the applicable
coming annual period due to the net amount of over or under collections.

“Relevant Rate Order” mcans the final order of the Authority in the most recent rate case of
the Company fixing the rates of the Company or the most recent final order of the Authority
specifically prescribing or fixing the factors and procedures to be used in the application of this
Rider.

3, General Deseription

EDI allows the Company to recover outside of a rate case its qualifying incremental non-
revenue producing plant infrastructure investment and expenses. For purposes of this Rider, qualifying
EDI investment includes the following:

Distribution, Production, and Other Infrastructure — Distribution, production, and other
infrastructure that may be identified as being for the purpose of economic development including
infrastructure designed to utilize alternative fuels .

Economic Development Expenses — Operational expenses that are specifically to support
economic development and economic development investment utility plant.

EDI Investment is to be identifiable on the Company’s books and segregated into the following
general accounts:

Account 331 — Transmission & Distribution Mains;
Account 333 — Services;

Account 334 — Meters & Meter Installations;

Account 335 — Hydrants;

Account 320 — Water Treatment Equipment, Non-Media;
Account 311 — Pumping Equipment;

Account 303 — Land and Land Rights;

Account 304 — Structures and Improvements;

Account 306 — Lake, River and Other Intakes;

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
BY: \/\ za»»g%i€4~’h/
Deroh E. Allen 109 Wichl Street

PRESIDENT Chattanooga, Tennessee 37403
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Account 307 — Wells and Springs;
Account 309 — Supply Mains;
Account 310 — Power Generation Equipment;

Account 341 — Transportation Equipment;

Account 330 — Distribution Reservoirs and Standpipes; and
Account 330003 — Capitalized Tank Painting.

4, Determination of the Economic Development Investment Program Percentage Rate

(A) The EDI percentage shall be expressed as a percentage carried to two (2) decimal places, The
EDI percentage shall be applied to the total amount billed to each Customer based on the
Company’s otherwise applicable rates and charges.

(B) The EDI percentage shall be calculated on an annual prospective basis as follows:

FORECASTED EDI Investment Amount
Less EDI Plant Retirements (Net of Cost of Removal & Salvage)
Less Contributions in Aid of Construction
Less Accumulated Depreciation
Less Accumulated Deferred Income Taxes
Net Forccasted EDI Qualifying Investment

Multiplied by the Pre-Tax ROR set forth in the Relevant Rate Order

Allowed Forecasted EDI Pre-Tax Return
Plus Depreciation Expense
Plus Property Taxes
Plus Franchise Taxes
Plus Economic Development Operational Expenses
Subtotal Forecasted EDI Revenue Requirement Before Revenue Tax

Divided by 1 minus the following:
Forfeited Discounts Rate

Plus Uncollectible Expense Rate
Plus Gross Receipts Tax Rate
Total Forecasted EDI Revenue Requirement

Divided by Relevant Rate Order Volumetric & Metered Revenue

ISSUED: January 23,2014 EFFECTIVE: February 22,2014
Y C=s :')
BY: \K\/L/wm,%{&ém
Déroft E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403
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EDI Percentage Rate
Where:

Accumulated Depreciation = Accumulated depreciation calculated by debiting for
Forecasted EDI plant removed from service, and crediting for new accumulations using rates
approved in the Relevant Rate Order on new investments, less retirements and CIAC.

Accumulated Deferred Income Taxes = An average of the forecasted accumulated deferred
income taxes related to qualified forecasted EDI investment at the beginning and end of the
year,

Contributions in Aid of Construction = Non-investor supplied funds used in the
construction of forecasted EDI infrastructure,

Depreciation Expense = Forecasted cumulative qualified EDI investment net of retirements
and CIAC, multiplicd by depreciation rates approved in the Relevant Rate Order.

Forfeited Discount Rate = Forecasted EDI Revenue Requirement before gross receipts
taxes, uncollectible expense and forfeited discounts multiplied by composite forfeited
discount factor approved in the Relevant Rate Order.

Franchise Taxes = Forecasted cumulative qualified EDI investment multiplied by composite
franchise tax rate approved in the Relevant Rate Order.

Gross Receipts Tax Rate = Forecasted EDI Revenue Requirement before gross receipts
taxes, uncollectible expense and forfeited discounts multiplied by composite gross receipts
tax rate approved in the Relevant Rate Order.

Property Taxes = Forecasted cumulative qualified EDI investment multiplied by composite
property tax rate approved in the Relevant Rate Order.

EDI Plant Retirements = Forecasted EDI plant removed from service net of any associated
cost of removal and salvage.

ISSUED:  January 23, 2014 EFFECTIVE: February 22,2014
BY: %f/ia //z%/\W//u—
Derén E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403
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Forecasted EDI Investment Amount = Average foted Iitions 7
infrastructure as described in Section 3, computed by use of average of 12 end-of-month
balances.

Economic Development Expenses = the incremental operational expenses that are
specifically to support economic development or economic development utility plant.

Uncollectible Expense = Forecasted EDI Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite uncollectible factor

approved in the Relevant Rate Order.

Volumetric & Metered Revenue = the revenues authorized in the Relevant Rate Order for
volumetric water sales, meter charges, and private fire service charges.

(C) The total amount to be recovered through the EDI is the EDI Percentage Rate as adjusted for
the Annual Reconciliation Factor Percentage Rate.

5. Determination of the Annual Reconciliation Factor Percentage Rate

(A) The Annual Reconciliation Factor Percentage shall be expressed as a percentage carried to
two (2) decimal places. The Annual Reconciliation Factor Percentage shall be applied to the
total amount billed to each Customer based on the Company’s otherwise applicable rates and
charges.

(B) The Annual Reconciliation Factor Percentage Rate will be computed as follows:

Budget-to-Actual Adjustment
Plus Over-Under Collection Adjustment
Plus Earnings Test Adjustment
Plus Interest
Annual Reconciliation Amount
Divided by 9/12 of the Relevant Rate Order Volumetric & Mctered Revenue
Annual Reconciliation Factor Percentage Rate

(C) Computation of the Budget-to-Actual Adjustment.

The Budget-to-Actual Adjustment will be computed as follows:

ISSUED: January 23,2014 EFFECTIVE: February 22,2014
BY: %/a.féxgr%?wé{ﬁ
Derdn E. Allen 109 Wichl Street

PRESIDENT Chattanooga, Tennessee 37403



TENNESSEE-AMERICAN WATER COMPANY TRA NO. 19
Original Sheet No. 12-EDI-6

ACTUAL EDI Investment Amount for the Annual Review Period
Less EDI Plant Retirements (Net of Cost of Removal & Salvage)

Less Contributions in Aid of Construction

Less Accumulated Depreciation

Less Accumulated Deferred Income Taxes
Net Actual EDI Qualifying Investment

Multiplied by the Pre-Tax ROR set forth in the Relevant Rate Order

Allowed Actual EDI Pre-Tax Return

Plus Depreciation Expense

Plus Property Taxes

Plus Franchise Taxes

Plus Economic Development Operational Expenses
Subtotal Actual EDI Revenue Requirement Before Revenue Tax

Divided by 1 minus the following:

Forfeited Discounts Rate

Plus Uncollectible Expense Rate

Plus Gross Receipts Tax Rate
Total Actual EDI Revenue Requirement

Less Total Forecasted EDI Revenue Requirement
Budget-to-Actual Adjustment

Where:

Accumulated Depreciation = Accumulated depreciation calculated by debiting for
Forecasted EDI plant removed from service, and crediting for new accumulations using rates
approved in the Relevant Rate Order on new investments, less retirements and CIAC

Accumulated Deferred Income Taxes = An average of the actual accumulated deferred
income taxes related to actual EDI investment at the beginning and end of the year.

ISSUED: January 23,2014 EFFECTIVE: February 22,2014
- 9
BY: >?)/MJ7L/§/AZ/(M
Deron E. Allen 109 Wichl Street

PRESIDENT Chattanooga, Tennessee 37403
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construction of actual EDI infrastructure.

Depreciation Expense = Actual cumulative qualified EDI investment net of retirements and
CIAC multiplied by depreciation rates approved in the Relevant Rate Order.

Forfeited Discount Rate = Actual EDI Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite forfeited discount
factor approved in the Relevant Rate Order.

Franchise Taxes = Actual cumulative qualified EDI investment multiplied by composite
franchise tax rate approved in the Relevant Rate Order.

Gross Receipts Tax Rate = Actual EDI Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite gross receipts tax rate
approved in the Relevant Rate Order.

Property Taxes = Actual cumulative qualified EDI investment multiplied by composite
property tax rate approved in the Relevant Rate Order.

EDI Plant Retirements = Actual EDI plant removed from service nct of any associated cost
of removal and salvage.

Actual EDI Investment Amount = Average actual EDI additions to plant infrastructure as
described in Section 3, computed by use of average of 12 end-of-month balances.

Economic Development Expenses = the incremental operational expenses that are
specifically to support economic development or economic development utility plant,

Uncollectible Expense = Actual EDI Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite uncollectible factor
approved in the Relevant Rate Order.

Volumetric & Metered Revenue = the revenues authorized in the Relevant Rate Order for
volumetric water sales, meter charges, and private fire service charges.

(D) Computation of the Over-Under Collection Adjustment.

ISSUED: January 23,2014 EFFECTIVE: February 22,2014
S i 1

BY: \?X,a,ﬁm{/?/l&&\/
Deron E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403
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The Company will identify and record the total amount of the EDI Collected from Customers
for the Annual Review Period. The difference between the Total EDI Collected from
Customers and the Total Actual EDI Revenue Requirement shall constitute the Over-Under
Collection Adjustment.

(E) Computation of the Earnings Test Adjustment.

If the earnings attained by the Company for the Annual Review Period exceed the earnings
allowed for the Annual Review Period by applying the overall rate of return authorized in the
Relevant Rate Order, then any such earnings difference shall constitute the Earnings Test
Adjustment. If the earnings attained by the Company for the Annual Review Period are less
than the earnings allowed for the Annual Review Period by applying the overall rate of return
authorized in the Relevant Rate Order, then no Earnings Test Adjustment shall be recognized.

Any Earnings Test Adjustment shall be allocated among the Qualified Infrastructure
Improvement Program Rider, the Economic Development Investment Rider, and the Safety
and Environmental Compliance Rider based on the pro-rata revenues collected under these
riders for the Annual Review Period for purposes of computing new rate adjustments,

(F) Computation of Interest.
Interest will be computed as follows:
Budget-to-Actual Adjustment
Plus Over-Under Collection Adjustment

Plus Earnings Test Adjustment

Total Amount Subject to Interest
Interest Rate Multiplied by 50%

Total Interest

Where “Interest Rate” equals the prime rate value published in the “Federal Reserve Bulletin®
or in the Federal Reserve’s “Selected Interest Rates™ for the most recent preceding month.

6. New Base Rates

The EDI rider will be reset at zero upon the establishment of new base rates to customer
billings that provide for the prospective recovery of the annual costs that had theretofore been
recovered under the EDI. Thereafter, only the costs of new EDI eligible plant additions that have not

ISSUED: January 23,2014 EFFECTIVE: February 22,2014
BY: %xﬂl(ﬁ /sz]%z/«
Deion E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403
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EDI filings.

7. Annual EDI Percentage Rate Filing

On or before December 1 of each year, the Company shall submit to the Authority a
calculation of the EDI Percentage Rate for the following calendar year. The Annual EDI Percentage
Rate Filing shall be verified by an officer of the Company. The Annual EDI Percentage Rate Filing
shall include a calculation to adjust revenue to recover costs related to the Forecasted EDI Investment
Amount, with such revenue adjustment applied through the EDI Percentage Rate. The EDI
Percentage Rate shall become effective on January 1 of each year and be applied as an adjustment to
Customers’ bills for the remainder of the calendar year.

The Company will include in its Annual EDI Percentage Rate Filing the following
information at a minimum: (a) computation of the EDI Percentage Rate, including the detailed
calculation of each component, (b) a budget of the Forecasted EDI Investment Amount and Forecasted
Economic Development Operational Expenses adopted by the Company’s Board of Directors, (¢) any
related Strategic Capital Expenditures Plans, (d) statements demonstrating how each projected capital
investment comprising the Forecasted EDI Investment Amount and each projected operational expense
comprising the Forecasted Economic Development Operational Expenses meet the requirements for
recovery under this Rider set forth in Section 3, and (¢) such other information as the Authority may
direct,

The Company will simultaneously copy the Consumer Advocate on its Annual EDI
Percentage Rate Filing.

8. Annual Reconciliation Filing with the Authority

On or before March 1 of each year, the Company shall submit to the Authority a
reconciliation of the results of the operation of the EDI for the previous Annual Review Period. The
Annual Reconciliation Filing shall be verified by an officer of the Company. The annual reconciliation
shall include a calculation to adjust revenue collected under this EDI Rider in effect for the prior
Annual Review Period to an amount equivalent to the actual level of prudently-incurred EDI cost for
the prior Annual Review Period, with such revenue adjustment applied through the Annual
Reconciliation Factor Percentage Rate, The Annual Reconciliation Factor Percentage Rate shall
become effective on April 1 of each year and be applied as an adjustment to Customers® bills for the
remainder of the calendar year.

The Company will include in its Annual Reconciliation Filing the following information at a
minimum: (a) a schedule of all journal entries made related to this Rider for the Annual Review
Period, including any related general ledger support, (b) actual billing determinants by month as used

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
BY: %z/m //L%M/@x
Déror E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403
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in the computation of the Total EDI Collected from Customers for the Annual Review Period, (¢)
capitalization policy effective for the Annual Review Period, (d) computation of the Annual
Reconciliation Factor Percentage Rate, including the detailed calculation of cach component, ()
schedules of the Actual EDI Investment Amount and Actual Economic Development Operational
Expenses, including related general ledger support, (f) a schedule of any proposed prior period
adjustments, (g) an affirmative statement of whether the Company is aware of any changes in market
conditions or other factors that may affect whether the Rider is still in the public interest, including the
identification of such factors if they exist, (h) the cumulative amount of EDI collected from customers
under this Rider, and (i) such other information as the Authority may direct.

The Company will simultaneously copy the Consumer Advocate on its Annual Reconciliation
Filing.

9. Notice Requirements

The Company will file revised tariffs for Authority approval upon 30 days’ notice to
implement a decrement or an increment each January 1 and April 1. Along with the tariff filing, the
Company will include a copy of the computation of the new rate adjustment. The Company will
simultaneously copy the Consumer Advocate on this filing.

10. Public Interest Review

Nothing herein shall be construed to eliminate or otherwise restrict the opportunity of the
Consumer Advocate or any other interested party from seeking a review of this Rider, as permitted by
law and the rules and regulations of the Authority, for a reconsideration of whether it remains in the
public interest.

ISSUED:  January 23,2014 EFFECTIVE: February 22,2014
BY: %””Q‘?'Zf,xd(/é‘f“
Déroh E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403
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CLASSIFICATION OF SERVICE

SAFETY AND ENVIRONMENTAL COMPLIANCE - RIDER

[. Applicability

In addition to the other charges provided for in this Tariff under Service Classifications
Residential, Commercial, Industrial, Other Public Authority, Sales for Resale, and Private Fire, a
Safety and Environmental Compliance Program (“SEC”) Rider will apply to customers in all service
areas.

The above rider will be recomputed annually and be adjusted periodically to incorporate the
Annual Reconciliation Factor.

2. Definitions
For the purposes of this Rider:

“Actual SEC Investment Amount” means the amount of actual capital investment and
associated operating expenses of the Company for the Safety and Environmental Compliance
Program and not otherwise included in current base rates. At the time of the Company’s next
general rate case proceeding, all prudently incurred Actual SEC Investment Amounts
associated with this Rider shall be included in base rates.

“Annual Reconciliation Factor” means an adjustment factor to true-up rates from forecasted
costs to the actual costs incurred through application of 1) the Budget-to-Actual Adjustment
and 2) the Over-Under Collection Adjustment, and the 3) Earnings Test Adjustment, as
adjusted for Interest.

“Annual Review Period” means the twelve-month period between the annual adjustments of
the SEC Percentage Rate. For the first year beyond the attrition year of the base rate case, this
review period may be shorter or longer than a twelve-month period to cover expenditures
between the attrition year and the start of the subsequent calendar year.

“Authority” means the Tennessee Regulatory Authority.
“Budget-to-Actual Adjustment” means the adjustment to SEC for the applicable coming

annual period due to the difference between the Forecasted SEC Investment and Expense
Amount and the Actual SEC Investment and Expense Amount,

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
NON B j Ve

BY: >h»./é(ff:&//c" J/é A
Deren E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403
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“Consumer Advocate” means the Consumer Advocate and Protection Division of the Office
of the Tennessee Attorney General.

“Forecasted SEC Investment Amount” means the amount of forecasted capital investment of
the Company for the Safety and Environmental Compliance Program and not otherwise
included in current basc rates.

“Over-Under Collection Adjustment” means the adjustment to SEC for the applicable
coming annual period due to the net amount of over or under collections.

“Relevant Rate Order” means the final order of the Authority in the most recent rate case of
the Company fixing the rates of the Company or the most recent final order of the Authority
specifically prescribing or fixing the factors and procedures to be used in the application of this
Rider.

3. General Description

SEC allows the Company to recover outside of a rate case its qualifying incremental non-
revenue producing plant infrastructure investment and expenses. For purposes of this Rider, qualifying
SEC investment includes the following:

Distribution and Production Infrastructure — Distribution, production, and other infrastructure
that may be identified as being for the purpose of safety and environmental compliance.

Safety and Environmental Expenses — Operational expenses similar to other expenses
authorized in previous rate cases that are specifically new expenses for safety and environmental
compliance or to support safety and environmental compliance utility plant,

SEC Investment is to be identifiable on the Company’s books and segregated into the following
general accounts;

Account 331 — Transmission & Distribution Mains;
Account 333 — Services;

Account 334 — Meters & Meter Installations;

Account 335 — Hydrants;

Account 320 — Water Treatment Equipment, Non-Media;
Account 311 — Pumping Equipment;

Account 303 — Land and Land Rights;

Account 304 — Structures and Improvements;

Account 306 — Lake, River and Other Intakes;

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
( +
BY: m@mz%( @a.m
Deron E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403
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Account 307 — Wells and Springs;
Account 309 — Supply Mains;
Account 310 — Power Generation Equipment

Account 330 — Distribution Reservoirs and Standpipes; and
Account 330003 — Capitalized Tank Painting.

4, Determination of the Safety and Environmental Compliance Program Percentage Rate

(A) The SEC percentage shall be expressed as a percentage carried to two (2) decimal places.
The SEC percentage shall be applied to the total amount billed to each Customer based on the
Company’s otherwise applicable rates and charges.

(B) The SEC percentage shall be calculated on an annual prospective basis as follows:

FORECASTED SEC Investment Amount
Less SEC Plant Retirements (Net of Cost of Removal & Salvage)
Less Contributions in Aid of Construction
Less Accumulated Depreciation
Less Accumulated Deferred Income Taxes
Net Forecasted SEC Qualifying Investment

Multiplied by the Pre-Tax ROR set forth in the Relevant Rate Order

Allowed Forecasted SEC Pre-Tax Return

Plus Depreciation Expense

Plus Properly Taxes

Plus Franchise Taxes

Plus Safety and Environmental Compliance Operational Expenses
Subtotal Forecasted SEC Revenue Requirement Before Revenuc Tax

Divided by 1 minus the following:
Forfeited Discounts Rate

Plus Uncollectible Expense Rate
Plus Gross Receipts Tax Rate
Total Forecasted SEC Revenue Requirement

Divided by Relevant Rate Order Volumetric & Metered Revenue

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
BY: \\/(34/&6"2/ Ijé/‘w/(f%
Déroy E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403
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EC Percentage Rate
Where:

Accumulated Depreciation = Accumulated depreciation calculated by debiting for
Forecasted SEC plant removed from service, and crediting for new accumulations using rates
approved in the Relevant Rate Order on new investments, less retirements and CIAC.

Accumulated Deferred Income Taxes = An average of the forecasted accumulated deferred
income taxes related to qualified forecasted SEC investment at the beginning and end of the
year.

Contributions in Aid of Construction = Non-investor supplied funds used in the
construction of forecasted SEC infrastructure.

Depreciation Expense = Forecasted cumulative qualified SEC investment net of retirements
and CIAC, multiplied by depreciation rates approved in the Relevant Rate Order.

Forteited Discount Rate = Forecasted SEC Revenue Requirement before gross receipts
taxes, uncollectible expense and forfeited discounts multiplied by composite forfeited
discount factor approved in the Relevant Rate Order.

Franchise Taxes = Forccasted cumulative qualified SEC investment multiplied by composite
franchise tax rate approved in the Relevant Rate Order.

Gross Receipts Tax Rate = Forecasted SEC Revenue Requirement before gross receipts
taxes, uncollectible expense and forfeited discounts multiplied by composite gross receipts
tax rate approved in the Relevant Rate Order.

Property Taxes = Forecasted cumulative qualified SEC investment multiplied by composite
property tax rate approved in the Relevant Rate Order.

SEC Plant Retirements = Forecasted SEC plant removed from service net of any associated
cost of removal and salvage.

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014

BY:

X\i/édﬁxﬁ%/wéu
Derofi E. Allen 109 Wiehl Street
PRESIDENT Chattanooga, Tennessee 37403
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(©)

infrastructure as described in Section 3, computed by use of average of 12 end-of-month
balances,

Safety and Environmental Compliance Expenses = the incremental operational expenses
similar to other expenses authorized in previous rate cases that arc specifically for safety and
environmental compliance or to support safety and environmental compliance utility plant.

Uncollectible Expense = Forecasted SEC Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite uncollectible factor
approved in the Relevant Rate Order.

Volumetric & Metered Revenue = the revenues authorized in the Relevant Rate Order for
volumetric water sales, meter charges, and private fire service charges.

The total amount to be recovered through the SEC is the SEC Percentage Rate as adjusted for
the Annual Reconciliation Factor Percentage Rate,

5, Determination of the Annual Reconciliation Factor Percentage Rate

(A) The Annual Reconciliation Factor Percentage shall be expressed as a percentage carried to

(B)

©

two (2) decimal places. The Annual Reconciliation Factor Percentage shall be applied to the
total amount billed to each Customer based on the Company’s otherwise applicable rates and
charges.

The Annual Reconciliation Factor Percentage Rate will be computed as follows:
Budget-to-Actual Adjustment
Plus Over-Under Collection Adjustment
Plus Earnings Test Adjustment
Plus Interest
Annual Reconciliation Amount
Divided by 9/12 of the Relevant Rate Order Volumetric & Metered Revenue

Annual Reconciliation Factor Percentage Rate

Computation of the Budget-to-Actual Adjustment.

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014

BY:

XY ecorBA e

Deron E. Allen 109 Wichl Street
PRESIDENT Chattanooga, Tennessee 37403
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— Budgel~0' Actual Adjutment will be copued as follows:

ACTUAL SEC Investment Amount for the Annual Review Period
Less SEC Plant Retirements (Net of Cost of Removal & Salvage)
Less Contributions in Aid of Construction
Less Accumulated Depreciation
Less Accumulated Deferred Income Taxes
Net Actual SEC Qualifying Investment

Multiplied by the Pre-Tax ROR set forth in the Relevant Rate Order

Allowed Actual SEC Pre-Tax Return

Plus Depreciation Expense

Plus Property Taxes

Plus Franchise Taxes

Plus Safety and Environmental Compliance Operational Expenses
Subtotal Actual SEC Revenue Requirement Before Revenue Tax

Divided by 1 minus the following:

Forfeited Discounts Rate

Plus Uncollectible Expense Rate

Plus Gross Receipts Tax Rate
Total Actual SEC Revenue Requirement

Less Total Forecasted SEC Revenue Requirement

Budget-to-Actual Adjustment

Where:

Accumulated Depreciation = Accumulated depreciation calculated by debiting for
Forecasted SEC plant removed from service, and crediting for new accumulations using rates
approved in the Relevant Rate Order on new investments, less retirements and CIAC

Accumulated Deferred Income Taxes = An average of the actual accumulated deferred
income taxes related to actual SEC investment at the beginning and end of the year.

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
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Contributions in Aid of Construction = Non-investor sulied funds used in the

construction of actual SEC infrastructure,

Depreciation Expense = Actual cumulative qualified SEC investment net of retirements and
CIAC multiplied by depreciation rates approved in the Relevant Rate Order.

Forfeited Discount Rate = Actual SEC Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite forfeited discount
factor approved in the Relevant Rate Order.

Franchise Taxes = Actual cumulative qualified SEC investment multiplied by composite
franchise tax rate approved in the Relevant Rate Order.

Gross Receipts Tax Rate = Actual SEC Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite gross receipts tax rate
approved in the Relevant Rate Order,

Property Taxes = Actual cumulative qualified SEC investment multiplied by composite
property tax rate approved in the Relevant Rate Order.

SEC Plant Retirements = Actual SEC plant removed from service net of any associated cost
of removal and salvage.

Actual SEC Investment Amount = Average actual SEC additions to plant infrastructure as
described in Section 3, computed by use of average of 12 end-of-month balances.

Safety and Environmental Compliance Expenses = the incremental operational expenses
similar to other expenses authorized in previous rate cases that are specifically for safety and
environmental compliance or to support safety and environmental compliance utility plant.

Uncollectible Expense = Actual SEC Revenuc Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite uncollectible factor
approved in the Relevant Rate Order.

Volumetric & Metered Revenue = the revenues authorized in the Relevant Rate Order for
volumetric water sales, meter charges, and private fire service charges.

ISSUED: January 23,2014 EFFECTIVE: February 22,2014
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(D) Computation of the Over-Under Collection Adjustment.

(E)

(F)

The Company will identify and record the total amount of the SEC Collected from Customers
for the Annual Review Period. The difference between the Total SEC Collected from
Customers and the Total Actual SEC Revenue Requirement shall constitute the Over-Under
Collection Adjustment.

Computation of the Earnings Test Adjustment,

If the earnings attained by the Company for the Annual Review Period exceed the earnings
allowed for the Annual Review Period by applying the overall rate of return authorized in the
Relevant Rate Order, then any such earnings difference shall constitute the Barnings Test
Adjustment. If the earnings attained by the Company for the Annual Review Period are less
than the earnings allowed for the Annual Review Period by applying the overall rate of return
authorized in the Relevant Rate Order, then no Earnings Test Adjustment shall be recognized.

Any Earnings Test Adjustment shall be allocated among the Qualified Infrastructure
Improvement Program Rider, the Economic Development Investment Rider, and the Safety
and Environmental Compliance Rider based on the pro-rata revenues collected under these
riders for the Annual Review Period for purposes of computing new rate adjustments,

Computation of Interest.
Interest will be computed as follows:

Budget-to-Actual Adjustment
Plus Over-Under Collection Adjustment
Plus Earnings Test Adjustment

Total Amount Subject to Interest
Interest Rate Multiplied by 50%

Total Interest

3

Where “Interest Rate” equals the prime rate value published in the “Federal Reserve Bulletin
or in the Federal Reserve’s “Selected Interest Rates” for the most recent preceding month.

6. New Base Rates

ISSUED: January 23, 2014 EFFECTIVE: Fcbruary 22,2014
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The SEC rider will be reset at zero upon the establishment of new base rates to customer
billings that provide for the prospective recovery of the annual costs that had theretofore been
recovered under the SEC. Thereafter, only the costs of new SEC cligible plant additions that have not
previously been reflected in the Company’s rate base, would be reflected in new annual prospective
SEC filings.

7. Anmual SEC Percentage Rate Filing

On or before December 1 of each year, the Company shall submit to the Authority a
calculation of the SEC Percentage Rate for the following calendar year. The Annual SEC Percentage
Rate Filing shall be verified by an officer of the Company. The Annual SEC Percentage Rate Filing
shall include a calculation to adjust revenue to recover costs related to the Forecasted SEC Investment
Amount, with such revenue adjustment applied through the SEC Percentage Rate. The SEC
Percentage Rate shall become effective on January 1 of each year and be applied as an adjustment to
Customers’ bills for the remainder of the calendar year.

The Company will include in its Annual SEC Percentage Rate Filing the following
information at a minimum: (&) computation of the SEC Percentage Rate, including the detailed
calculation of each component, (b) a budget of the Forecasted SEC Investment Amount and Forecasted
Safety and Environmental Compliance Operational Expenses adopted by the Company’s Board of
Directors, (c) any related Strategic Capital Expenditures Plans, (d) statements demonstrating how each
projected capital investment comprising the Forecasted SEC Investment Amount and each projected
operational expense comprising the Forecasted Safety and Environmental Compliance Operational
Expenses mect the requirements for recovery under this Rider set forth in Section 3, and (e) such other
information as the Authority may direct.

The Company will simultaneously copy the Consumer Advocate on its Annual SEC
Percentage Rate Filing.

8. Annual Reconciliation Filing with the Authority

On or before March 1 of each year, the Company shall submit to the Authority a
reconciliation of the results of the operation of the SEC for the previous Annual Review Period. The
Annual Reconciliation Filing shall be verified by an officer of the Company. The annual reconciliation
shall include a calculation to adjust revenue collected under this SEC Rider in effect for the prior
Annual Review Period to an amount equivalent to the actual level of prudently-incurred SEC cost for
the prior Annual Review Period, with such revenue adjustment applied through the Annual
Reconciliation Factor Percentage Rate, The Annual Reconciliation Factor Percentage Rate shall
become effective on April 1 of each year and be applied as an adjustment to Customers’ bills for the
remainder of the calendar year.

ISSUED:  January 23, 2014 EFFECTIVE: February 22,2014
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The Company will include in its Annual Reconciliation Filing the following information at a
minimum: (a) a schedule of all journal entries made related to this Rider for the Annual Review
Period, including any related general ledger support, (b) actual billing determinants by month as used
in the computation of the Total SEC Collected from Customers for the Annual Review Period, (c)
capitalization policy effective for the Annual Review Period, (d) computation of the Annual
Reconciliation Factor Percentage Rate, including the detailed calculation of each component, ()
schedules of the Actual SEC Investment Amount and Actual Safely and Environmenta] Compliance
Operational Expenses, including related general ledger support, (f) a schedule of any proposed prior
period adjustments, (g) an affirmative statement of whether the Company is aware of any changes in
market conditions or other factors that may affect whether the Rider is still in the public interest,
including the identification of such factors if they exist, (h) the cumulative amount of SEC collected
from customers under this Rider, and (i) such other information as the Authority may direct.

The Company will simultaneously copy the Consumer Advocate on its Annual Reconciliation
Filing,

9. Notice Requirements

The Company will file revised tariffs for Authority approval upon 30 days’ notice fo
implement a decrement or an increment each January 1 and April 1. Along with the tariff filing, the
Company will include a copy of the computation of the new rate adjustment. The Company will
simultaneously copy the Consumer Advocate on this filing.

10. Publi¢ Interest Review

Nothing herein shall be construed to eliminate or otherwise restrict the opportunity of the
Consumer Advocate or any other interested party from seeking a review of this Rider, as permitted by
law and the rules and regulations of the Authority, for a reconsideration of whether it remains in the
public interest.

ISSUED: January 23, 2014 EFFECTIVE: February 22, 2014
BY: %ﬁ@»ﬁéﬂk@/\
Deron E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403



TENNESSEE-AMERICAN WATER COMPANY TRA NO. 19
Original Sheet No. 12-QIIP-1

CLASSIFICATION OF SERVICE

QUALIFIED INFRASTRUCTURE IMPROVEMENT PROGRAM — RIDER

1. Applicability

In addition to the other charges provided for in this Tariff under Service Classifications
Residential, Commercial, Industrial, Other Public Authority, Sales for Resale, and Private Fire, a
Qualified Infrastructure Improvement Program (“QIIP”) Rider will apply to customers in all service
areas,

The above rider will be recomputed annually and be adjusted periodically to incorporate the
Annual Reconciliation Factor.

2. Definitions
For the purposes of this Rider:

“Actual QIIP Investment Amount” means the amount of actual capital investment of the
Company for the Qualified Infrastructure Improvement Program and not otherwise included in
current base rates. At the time of the Company’s next general rate case proceeding, all
prudently incurted Actual QUP Investment Amounts associated with this Rider shall be
included in base rates.

“Annual Reconciliation Factor” means an adjustment factor to true-up rates from forecasted
costs to the actual costs incurred through application of 1) the Budget-to-Actual Adjustment
and 2) the Over-Under Collection Adjustment, and the 3) Earnings Test Adjustment, as
adjusted for Interest.

“Annual Review Period” means the twelve-month period between the annual adjustments of
the QIIP Percentage Rate.

“Authority” means the Tennessee Regulatory Authority.
“Budget-to-Actual Adjustment” means the adjustment to QIIP for the applicable coming

annual period due to the difference between the Forecasted QIIP Investment Amount and the
Actual QIIP Investment Amount.

ISSUED: January 23,2014 EFFECTIVE: February 22,2014
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7 nsumer Advocate” means the Consumer dvocateand retio Division

of the Tennessee Attorney General.

“Forecasted QIIP Investment Amount” means the amount of forccasted capital investment
of the Company for the Qualified Infrastructure and Investment Program and not otherwise
included in current base rates.

“QOver-Under Collection Adjustment” means the adjustment to QIIP for the applicable
coming annual period due to the net amount of over or under collections.

“Relevant Rate Order” means the final order of the Authority in the most recent rate case of
the Company fixing the rates of the Company or the most recent final order of the Authority
specifically prescribing or fixing the factors and procedures to be used in the application of this
Rider.

3. General Description

QIIP allows the Company to recover outside of a rate case its qualifying incremental non-
revenue producing plant infrastructure investment. For purposes of this Rider, qualifying QIIP
investment includes the following:

Distribution Infrastructure — Replacement distribution and transmission mains and valves
installed as replacements for existing facilities, reinforcement of existing facilities or otherwise
insuring reliability of existing facilities; Hydrants, Services, Meters and Meter Installations — installed
as in-kind replacements, reinforcements or insuring reliability of cxisting facilities; Unreimbursed
funds related to capital projects to relocate facilities required by governmental highway projects;
Capitalized tank repairs and maintenance that serve to replace, reinforce, or otherwise insure reliability
of existing facilities.

Production and Pumping Infrastructure — Replacement of water treatment facilities and
equipment installed as replacements for existing facilities, reinforcement of existing facilities or
otherwise insuring reliability of existing facilities; Raw Water and Finished Water pumping equipment
and structures installed as replacements, reinforcements or otherwise insuring reliability of existing
facilities.

QIIP Investment is to be identifiable on the Company’s books and segregated into the
following general accounts:

Account 331 — Transmission & Distribution Mains;
Account 333 — Services;
Account 334 — Meters & Meter Installations;

ISSUED: January 23, 2014 EFFECTIVE: Fcbruary 22,2014
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Account 335 — Hydrants;
Account 320 — Water Treatment Equipment, Non-Media;
Account 311 — Pumping Equipment;

Account 303 — Land and Land Rights;

Account 304 — Structures and Improvements;

Account 306 — Lake, River and Other Intakes;

Account 307 — Wells and Springs;

Account 309 — Supply Mains;

Account 310 — Power Generation Equipment

Account 330 — Distribution Reservoirs and Standpipes; and
Account 330003 — Capitalized Tank Painting.

Determination of the Qualified Infrastructure Improvement Program Percentage Rate

(A) The QIIP percentage shall be expressed as a percentage carried to two (2) decimal places.
The QIIP percentage shall be applied to the total amount billed to each Customer based on
the Company’s otherwise applicable rates and charges.

(B) The QIIP percentage shall be calculated on an annual prospective basis as follows:

FORECASTED QIIP Investment Amount
Less QIIP Plant Retirements (Net of Cost of Removal & Salvage)
Less Contributions in Aid of Construction
Less Accumulated Depreciation
Less Accumulated Deferred Income Taxes
Net Forecasted QIIP Qualifying Investment

Multiplied by the Pre-Tax ROR set forth in the Relevant Rate Order

Allowed Forecasted QIIP Pre-Tax Return
Plus Depreciation Expense
Plus Property Taxes
Plus Franchise Taxes
Subtotal Forccasted QIIP Revenue Requirement Before Revenue Tax

Divided by 1 minus the following:
Forfeited Discounts Rate
Plus Uncollectible Expense Rate

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
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Plus Gross Receipts Tax Rate
Total Forecasted QIIP Revenue Requirement

Divided by Relevant Rate Order Volumetric & Metered Revenue
QIIP Percentage Rate
Where:

Accumulated Depreciation = Accumulated depreciation calculated by debiting for
Forecasted QIIP plant removed from service, and crediting for new accumulations using rates
approved in the Relevant Rate Order on new investments, less retirements and CIAC.

Accumulated Deferred Income Taxes = An average of the forecasted accumulated deferred
income taxes related to qualified forecasted QIIP investment at the beginning and end of the
year.

Contributions in Aid of Construction = Non-investor supplied funds used in the
construction of forccasted QIIP infrastructure.

Depreciation Expense = Forecasted cumulative qualified QIIP investment net of retirements
and CIAC, multiplied by depreciation rates approved in the Relevant Rate Order.

Forfeited Discount Rate = Forecasted QIIP Revenue Requirement before gross receipts
taxes, uncollectible expense and forfeited discounts multiplied by composite forfeited
discount factor approved in the Relevant Rate Order.

Franchise Taxes = Forecasted cumulative qualified QIIP investment multiplied by
composite franchise tax rate approved in the Relevant Rate Order,

Gross Receipts Tax Rate = Forecasted QIIP Revenue Requirement before gross receipts
taxes, uncollectible expense and forfeited discounts multiplied by composite gross receipts
tax rate approved in the Relevant Rate Order.

Property Taxes = Forecasted cumulative qualified QIIP investment multiplied by composite
property tax rate approved in the Relevant Rate Order.

ISSUED: January 23,2014 EFFECTIVE: February 22,2014
- . 1 ,
XS ecoriZllln .
Detod E, Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403



TENNESSEE-AMERICAN WATER COMPANY TRANO. 19

©

Original Sheet No. 12-QIIP-3

R S T T I A R e S o |

QIIP Plant Retirements = Forecasted QIIP plant removed from service net of any associated
cost of removal and salvage.

Forecasted QIIP Investment Amount = Average forecasted QIIP additions to plant
infrastructure as described in Section 3, computed by use of average of 12 end-of-month
balances.

Uncollectible Expense = Forecasted QIIP Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite uncollectible factor
approved in the Relevant Rate Order.

Volumetric & Metered Revenue = the revenues authorized in the Relevant Rate Order for
volumetric water sales, meter charges, and private fire service charges.

The total amount to be recovered through the QIIP is the QIIP Percentage Rate as adjusted
for the Annual Reconciliation Factor Percentage Rate.

5. Determination of the Annual Reconciliation Factor Percentage Rate

(A) The Annual Reconciliation Factor Percentage shall be expressed as a percentage carried to

B)

two (2) decimal places. The Annual Reconciliation Factor Percentage shall be applied to the
total amount billed to each Customer based on the Company’s otherwise applicable rates and
charges.

The Annual Reconciliation Factor Percentage Rate will be computed as follows:

Budget-to-Actual Adjustment
Plus Over-Under Collection Adjustment
Plus Earnings Test Adjustment
Plus Interest

Annual Reconciliation Amount

Divided by 9/12 of the Relevant Rate Order Volumetric & Metered Revenue

Annual Reconciliation I'actor Percentage Rate

(C) Computation of the Budget-to-Actual Adjustment.

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
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The Budget-to-Actual Adjustment will be computed as follows:

ACTUAL QIIP Investment Amount for the Annual Review Period
Less QIIP Plant Retirements (Net of Cost of Removal & Salvage)

Less Contributions in Aid of Construction
Less Accumulated Depreciation

Less Accumulated Deferred Income Taxes
Net Actual QIIP Qualifying Investment

Multiplied by the Pre-Tax ROR set forth in the Relevant Rate Order

Allowed Actual QIIP Pre-Tax Return

Plus Depreciation Expense
Plus Property Taxes
Plus Franchise Taxes
Subtotal Actual QIIP Revenue Requirement Before Revenue Tax

Divided by 1 minus the following:

Forfeited Discounts Rate

Plus Uncollectible Expense Rate

Plus Gross Receipts Tax Rate
Total Actual QIIP Revenue Requirement

Less Total Forecasted QIIP Revenue Requirement
Budget-to-Actual Adjustment
Where:

Accumulated Depreciation = Accumulated depreciation calculated by debiting for Forecasted QIIP
plant removed from service, and crediting for new accumulations using rates approved in the
Relevant Rate Order on new investments, less retirements and CIAC

Accumulated Deferred Income Taxes = An average of the actual accumulated deferred income
taxes related to actual QIIP investment at the beginning and end of the year.

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
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Contributions in Aid of Construction = Non-investor supplied funds used in the construction
actual QIIP infrastructure.

Depreciation Expense = Actual cumulative qualified QIIP investment net of retirements and CIAC
multiplied by depreciation rates approved in the Relevant Rate Order.

Forfeited Discount Rate = Actual QIIP Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite forfeited discount factor
approved in the Relevant Rate Order,

Franchise Taxes = Actual cumulative qualified QIIP investment multiplied by composite franchise
tax rate approved in the Relevant Rate Order.

Gross Receipts Tax Rate = Actual QIIP Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite gross receipts tax rate
approved in the Relevant Rate Order.

Property Taxes = Actual cumulative qualified QIIP investment multiplied by composite property
tax rate approved in the Relevant Rate Order.

QIIP Plant Retirements = Actual QIIP plant removed from service net of any associated cost of
removal and salvage.

Actual QIIP Investment Amount = Average actual QIIP additions to plant infrastructurc as
described in Section 3, computed by use of average of 12 end-of-month balances.

Uncollectible Expense = Actual QIIP Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite uncollectible factor approved
in the Relevant Rate Order.

Volumetric & Metered Revenue = the revenues authorized in the Relevant Rate Order for
volumetric water sales, meter charges, and private fire service charges.

(D) Computation of the Over-Under Collection Adjustment.

The Company will identify and record the total amount of the QIIP Collected from
Customers for the Annual Review Period. The difference between the Total QIIP Collected

ISSUED: January 23,2014 EFFECTIVE: February 22,2014
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Under Collection Adjustment.

(E) Computation of the Earnings Test Adjustment.

If the earnings attained by the Company for the Annual Review Period exceed the earnings
allowed for the Annual Review Period by applying the overall rate of return authorized in the
Relevant Rate Order, then any such earnings difference shall constitute the Earnings Test
Adjustment, Ifthe earnings attained by the Company for the Annual Review Period are less
than the earnings allowed for the Annual Review Period by applying the overall rate of return
authorized in the Relevant Rate Order, then no Earnings Test Adjustment shall be recognized.

Any Earnings Test Adjustment shall be allocated among the Qualified Infrastructure
Improvement Program Rider, the Economic Development Investment Rider, and the Safety and
Environmental Compliance Rider based on the pro-rata revenues collected under these riders
for the Annual Review Period for purposes of computing new rate adjustments.

(F) Computation of Interest.
Interest will be computed as follows:
Budget-to-Actual Adjustment
Plus Over-Under Collection Adjustment

Plus Earnings Test Adjustment

Total Amount Subject to Interest
Interest Rate Multiplied by 50%

Total Interest

k2

Where “Interest Rate” equals the prime rate value published in the “Federal Reserve Bulletin
or in the Federal Reserve’s “Selected Interest Rates” for the most recent preceding month.

6. New Base Rates

The QIP rider will be reset at zero upon the establishment of new base rates to customer
billings that provide for the prospective recovery of the annual costs that had theretofore been
recovercd under the QIIP. Thereafter, only the costs of new QIIP eligible plant additions that have not
previously been reflected in the Company’s rate base, would be reflected in new annual prospective
QIIP filings.

ISSUED: January 23,2014 EFFECTIVE: February 22,2014
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7. Annual QIIP Percentage Rate Filing

On or before December 1 of each year, the Company shall submit to the Authority a
calculation of the QIIP Percentage Rate for the following calendar year. The Annual QIIP Percentage
Rate Filing shall be verified by an officer of the Company. The Annual QIIP Percentage Rate Filing
shall include a calculation to adjust revenuc to recover costs related to the Forecasted QIIP Investment
Amount, with such revenue adjustment applied through the QIIP Percentage Rate. The QIIP
Percentage Rate shall become effective on January 1 of each year and be applied as an adjustment to
Customers’ bills for the remainder of the calendar year.

The Company will include in its Annual QIIP Percentage Rate Filing the following
information at a minimum: (a) computation of the QIIP Percentage Rate, including the detailed
calculation of each component, (b) a budget of the Forecasted QIIP Investment Amount adopted by the
Company’s Board of Directors, (c) any related Strategic Capital Expenditures Plans, (d) a statement
demonstrating how each projected capital investment comprising the Forecasted QIIP Investment
Amount meets the requirements for recovery under this Rider set forth in Section 3, and (e) such other
information as the Authority may direct.

The Company will simultaneously copy the Consumer Advocate on its Annual QIIP
Percentage Rate Filing.

8. Annual Reconciliation Filing with the Authority

On or before March 1 of each year, the Company shall submit to the Authority a
reconciliation of the results of the operation of the QUP for the previous Annual Review Period. The
Annual Reconciliation Filing shall be verified by an officer of the Company. The annual reconciliation
shall include a calculation to adjust revenue collected under this QIIP Rider in effect for the prior
Annual Review Period to an amount equivalent to the actual level of prudently-incurred QIIP cost for
the prior Annual Review Period, with such revenue adjustment applied through the Annual
Reconciliation Factor Percentage Rate. The Annual Reconciliation Factor Percentage Rate shall
become effective on April 1 of each year and be applied as an adjustment to Customers” bills for the
remainder of the calendar year.

The Company will include in its Annual Reconciliation Filing the following information at a
minimum: (a) a schedule of all journal entries made related to this Rider for the Annual Review
Period, including any related general ledger support, (b) actual billing determinants by month as used
in the computation of the Total QIIP Collected from Customers for the Annual Review Period, (c)
capitalization policy effective for the Annual Review Period, (d) computation of the Annual
Reconciliation Factor Percentage Rate, including the detailed calculation of each component, (€) a
schedule of any proposed prior period adjustments, (f) an affirmative statement of whether the

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
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Company is aware of any changes in market conditions or other factors that may affect whether the
Rider is still in the public interest, including the identification of such factors if they exist, (g) the
cumulative amount of QIIP collected from customers under this Rider, and (h) such other information
as the Authority may direct.

The Company will simultaneously copy the Consumer Advocate on its Annual Reconciliation
Filing.

9, Notice Requirements

The Company will file revised tariffs for Authority approval upon 30 days’ notice to
implement a decrement or an increment each January 1 and April 1. Along with the tariff filing, the
Company will include a copy of the computation of the new rate adjustment. The Company will
simultaneously copy the Consumer Advocate on this filing.

10. Public Interest Review

Nothing herein shall be construed to eliminate or otherwise restrict the opportunity of the
Consumer Advocate or any other interested party from seeking a review of this Rider, as permitted by
law and the rules and regulations of the Authority, for a reconsideration of whether it remains in the
public interest.

ISSUED:  January 23,2014 EFFECTIVE: February 22,2014
; o JZ
BY: %«’/@?ﬂ% o
Deron E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403



TENNESSEE-AMERICAN WATER COMPANY TRA No. 19
Original Sheet No. 12-PCOP - 1

CLASSIFICATION OF SERVICE

PRODUCTION COSTS AND OTHER PASS-THROUGHS (“PCOP”) RIDER

I. Applicability

In addition to the other charges provided for in this Tariff under Service Classifications
Residential, Commercial, Industrial, Other Public Authority, Sales for Resale, and Private Fire, a
Production Cost and Other Pass-Through (“PCOP”) Rider will apply to customers in all service areas.

The above rider will be recomputed annually and will be adjusted to incorporate the Over-
Under Collection Adjustment,

2. Definitions
For the purposes of this Rider:

“Adjusted Review Period PCOP Costs” means the Review Period PCOP Costs net of the
Over- Under Collection Adjustment.

“Authority” means the Tennessee Regulatory Authority.

“Base Period PCOP Costs” means the amount of annual expenses of the Company for
purchased power expenses, purchased chemical expenses, purchased water expenses, wheeling
charges, waste disposal expenses and TRA inspection fees reflected in the Relevant Rate Order.

“Consumer Advocate” means the Consumer Advocate and Protection Division of the Office
of the Tennessec Attorney General,

“QOver-Under Collection Adjustment” means the adjustment to the PCOP Percentage Rate
applicable to the coming Review Period for the net amount of over or under collections for the
prior Review Period, as adjusted for Interest.

“Relevant Rate Order” means the final order of the Authority in the most recent rate case of
the Company fixing the rates of the Company or the most recent final order of the Authority
specifically prescribing or fixing the factors and procedures to be used in the application of this

Rider.
ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
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“Review Period” means the twelve month period on which the Review Period PCOP
calculated.

“Review Period PCOP Costs” means the amount of actual annual expenses of the Company
for purchased power expenses, purchased chemical expenses, purchased water expenses,
wheeling charges, waste disposal expenses, and TRA inspection fees, as adjusted for the
Authority’s water loss policies.

3. General Deseription

PCOP allows the Company to recover outside of a rate case its incremental cost for purchased
power expenses, purchased chemical expenses, purchased water expenses, wheeling charges, waste
disposal expenses and TRA inspection fees, as adjusted for the Authority’s water loss policies.

Review Period PCOP Costs are to be separately identifiable on the Company’s books and segregated
into the following general accounts;

Accounts 510000000 - 51099999 — Purchased Water Expense;
Accounts 51510000 - 51599999 — Purchased Power Expense;
Accounts 51800000 - 51899999 — Purchased Chemical Expense;
Accounts 51110000 - 51115000 — Waste Disposal Expense; and
Account 68545000 — TRA Inspection Fee.

4, Determination of the Annual Production Cost and Other Pass-Throughs Percentage

(A) The PCOP Percentage Rate shall be expressed as a percentage carried to two (2) decimal
places. The PCOP Percentage Rate shall be applied to the total amount billed to each
Customer based on the Company’s otherwise applicablc rates and charges.

(B) The PCOP Percentage Rate shall be calculated on an annual historical basis as follows:
Base Period PCOP Costs from the Relevant Rate Order

Divided by Relevant Rate Order Sales Volume in 100 Gallons
Base Period PCOP Costs per 100 Gallons

Review Period PCOP Costs Subject to Authority’s Water Loss Policies
Plus Over-Under Collection Adjustment

Review Period PCOP Costs Adjusted for Over-Under Collections
Divided by Relevant Rate Order Sales Volume in 100 Gallons

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
BY: %)Céé?}/’tf?’;/{//&l/
Derdn E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403
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Adjusted Review Period PCOP Costs pl‘ O }.OS -

Incremental Change in PCOP Costs per 100 Gallons
Multiplied by Relevant Rate Order Sales Volwnes in 100 Gallons
PCOP Net Deferred Cost
Less Forfeited Discount Rate
Plus Uncollectible Expense Rate
Plus Gross Receipts Tax Rate
Total Deferred PCOP Costs
Divided by Anticipated Sales Revenue

PCOP Percentage Rate

Where:

Forfeited Discount Rate = PCOP Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite forfeited discount
factor approved in the Relevant Rate Order.

Gross Receipts Tax Rate = PCOP Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite gross receipts tax rate
approved in the Relevant Rate Order.

Uncollectible Expense = PCOP Revenue Requirement before gross receipts taxes,
uncollectible expense and forfeited discounts multiplied by composite uncollectible factor

approved in the Relevant Rate Order.

(C) The total amount to be recovered through the PCOP is the PCOP Percentage Rate.

5. Computation of the Over-Under Collection Adjustment

The Company will identify and record the total amount of the PCOP Collected from
Customers under this Rider for the Review Period. The difference between the Total PCOP Collected
from Customers for the Review Period and the Total Deferred PCOP Costs authorized for the Review
Period as determined in Section 4, as adjusted for Interest, shall constitute the Over-Under Collection
Adjustment.

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
BY: %\w&w#ﬁé&ff&/-
Derdn E. Allen 109 Wichl Street

PRESIDENT Chattanooga, Tennessee 37403
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The Over-Under Collection Adjustment shall be comutcd as follows: |

Total PCOP Costs Collected from Customers for the Review Period
Less Total Deferred PCOP Costs Authorized for the Review Period
Subtotal of Over-Under Collection Adjustment
Plus Interest Adjustment
Total Over-Under Collection Adjustment

(B) Computation of Interest Adjustment.
Interest will be computed as follows:

Subtotal of Over-Under Collection Adjustment
Multiplied by (Interest Rate Multiplied by 50%)Interest Adjustment

43

Where “Interest Rate” equals the prime rate value published in the “Federal Reserve Bulletin
or in the Federal Reserve’s “Selected Interest Rates™ for the most recent preceding month.

6. New Base Rates

The PCOP rider will be reset at zero upon the establishment of new base rates to customer
billings that provide for the prospective recovery of the annual costs that had theretofore been
recovered under the PCOP rider, Thereafter, only the costs of new PCOP incremental costs that have
not previously been reflected in the Company’s base rates would be reflected in new annual
prospective PCOP filings.

7. Annual Filing with the Authority

Within 30 days of the end of the most recently authorized Attrition Year set forth in the
Relevant Rate Order, and every twelve months subsequent to the end of that Attrition Year, the
Company shall submit to the Authority an annual filing calculating the PCOP Percentage Rate. The
annual filing shall be verified by an officer of the Company. The PCOP Percentage Rate shall become
effective 30 days after the annual filing is submitted to the Authority and shall be applied as an
adjustment to Customers’ bills for the twelve month period following the effective date of the PCOP
Percentage Rate..

The Company will include in its annual filing the following information at a minimum: (a) a
schedule of all Review Period PCOP Costs, including any related general ledger support, (b) actual

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014

BY: N Vet Q//Z/\——.
Déron E. Allen 109 Wiehl Street
PRESIDENT Chattanooga, Tennessee 37403
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billing determinants by month as used in the computation of the PCOP Collected from Customers, (c)
computation of the PCOP Percentage Rate, including the detailed calculation of each component, (d) a
schedule of any proposed prior period adjustments, (e) an affirmative statement of whether the
Company is aware of any changes in market conditions or other factors that may affect whether the
Rider is still in the public interest, including the identification of such factors if they exist, (f) the
cumulative amount of PCOP Costs collected from customers under this Rider, and (g) such other
information as the Authority may direct.

The Company will simultaneously copy the Consumer Advocate on this annual filing.

8. Notice Requirements

The Company will file revised tariffs for Authority approval upon 30 days’ notice to
implement a decrement or an increment to the PCOP Percentage Rate. Along with the tariff filing, the
Company will include a copy of the computation of the new PCOP Percentage Rate. The Company
will simultaneously copy the Consumer Advocate on this tariff filing.

9. Public Interest Review

Nothing herein shall be construed to eliminate or otherwise restrict the opportunity of the
Consumer Advocate or any other interested party from seeking a review of this Rider, as permitted by
law and the rules and regulations of the Authority, for a reconsideration of whether it remains in the
public interest,

ISSUED: January 23, 2014 EFFECTIVE: February 22,2014
BY: %WW%W
Dekor’E. Allen 109 Wiehl Street

PRESIDENT Chattanooga, Tennessee 37403
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CLASSIFICATION OF SERVICE

SUMMARY OF RIDERS

I. Applicability

In addition to the other charges provided for in this Tariff under Service Classifications
Residential, Commercial, Industrial, Other Public Authority, Sales for Resale, and Private Fire, a
Qualified Infrastructure Improvement Program (“QIIP”) Rider, an Economic Development Investment
Program Rider (“EDI”), a Safety and Environmental Compliance Program Rider (SEC”), and
Production Costs and Other Pass-Throughs Rider (“PCOP”) will apply to customers in all service
areas,

2. The Percentage of Riders and Reconciliations

For the Riders defined in the tariffs ;

QIIP 0.79 %
EDI 0.18 %
SEC 0.11%
Subtotal of all Capital Recovery Riders 1.08 %
QIIP Annual Reconciliation Percentage 0.00 %
EDI Annual Reconciliation Percentage 0.00 %
SEC Annual Reconciliation Percentage 0.00 %
Subtotal of all Reconciliation Percentages 0.00 %

Total of Capital Recovery Riders and Reconciliation Percentages 1.08 %

PCOP -1.10%
ISSUED: January 23, 2014 EXFECTIVE: February 22,2014
S )
T s
BY: 7\ E/M/wf l/%/éz/ ~
Deror E. Allen 109 Wiechl Street

PRESIDENT Chattanooga, Tennessee 37403



Production Costs and Other Pass-Throughs Rider
Filing Requirements per Section 7 of the Tariff
January 23, 2014

(a)

(b)

A schedule of all Review Period PCOP Costs, including any related generalledger support
Pleaserefertopage 5

Actual billing determinants by month asused in the computation of the PCOP Collected from
Customers
Pleaserefertopage 4

Computation of the PCOP Percentage Rate, including the detailed calculation of each
component
Pleaserefertopage 2and 3

A schedule of any proposed priorperiod adjustments
None

An affirmative statement of whetherthe Companyis aware of any changes in marketconditions
or otherfactors that may affect whetherthe Rideris still in the publicinterest, including the
identification of such factorsif they exist

Since TAWCfiled the Petition in October 4, 2013 and submitted the Stipulation onJanuary 10,
2014, itis notaware of any changesin market conditions or other factors that may affect
whetherthe Rideris still inthe publicinterest. The Companyis notaware of any significant
changesinthe costsin the forecast period, makingthe Riderstillinthe publicinterestas
proposed inthe currentfiling.

(i The cumulative amount of PCOP Costs collected from customers underthis Rider

(8)

None

Such otherinformation as the Authority may direct
None



Tennessee American Water Company
Docket No. 13-00130
First Discovery Request of the Tennessee Regulatory Authority, Number 55
Sample Calculation of Production Costs and Other Pass-Throughs ("PCOP") including Non-Revenue Water
To Determine PCOP Tariff Rider
Actuals for the Year Ending November 30, 2013

Line
Number Description Amount

I._Calculation of the Base Rate Cost of Production Costs and Other Pass-Throughs as authorized in the Base Rate case (*):

1 Pro Forma Production Costs and Other Pass-Throughs S 4,062,167
2 Pro Forma Water Sales {(WS) in 100 Gallons 100,589,065
3 Base Rate Cost per 100 Gallons WS (Line 1/ Line 2) S 0.04038

1. Deferral calculation - Actual Non-Revenue Water Cost Production Costs and Other Pass-Throughs vs. the Base Rate Cost (**):

4 Actual Production Costs and Other Pass-Throughs $ 3,283,590
S Actual Water Sales {100 Gallons) 92,747,990
6 Actual Rate Cost Production Costs and Other Pass-Throughs per 100 Gallons WS (Line 4 / Line 5) S 0.03540
7 Base Rate Cost per 100 Gallons WS {(Line 3) $ 0.04038
8 Incremental Change in Production Costs and Other Pass-Throughs per 100 Gallons WS (Line 6 - Line 7) $  {0.00498)
9 Base Rate Case Water Sales 100 Gallons (Line 2) 100,589,065
10 Deferral Amount (Line 8 * Line 9) S (500,976)

li. Calculation of Production Costs and Other Pass-Throughs ("PCOP") Tariff Rider

11 Total Deferred Amount (Line 10} s {500,976)
12 Total Deferred Amount Grossed Up for revenue taxes (sum of Gross Receipts )

13 Total Deferred Amount Grossed Up for revenue taxes { sum of Gross Receipts Tax and Uncollectibles (Line 11 /(1.0-.03616)) (** $§  (519,771)
14 Projected Annual Base Rate Revenue subject to PCOP (*) 47,073,724

15 PCOP % (Line 13/ Line 14) -1.10%

(*) The numbers are taken from the settlement agreement in Docket No. 12-00049
(**) The numbers are actuals for the year ended November 30, 2013 including Non-Revenue Water for Purchased Power and Chemicals
(***) Assumes Gross Receipts Tax @ 3.0%, Uncollectibles @ 1.0571%, TRA Fee @ 0.4250%, and Forfeited Discount Rate @ -0.8661%
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Tennessee American Water Company
Docket No. 13-00130
For the Twelve Months Ending November 30, 2013
PCOP Actual Expenses

A B
**NRW Limited
For the 12 12 Mos Ending 11/2013

Months Ending (Column A, Lines 1 and 2

Authorized
Amount Per

D
C-8

Difference
NRW Limited
from Authorized

Line # Description 11/30/2013 x Line 18 Recoverable %) Docket 12-00049 Docket 12-00049
1 Purchased Water Including Wheeling Charges $ 42,887 $ 42,887 S 51,331 $ (8,444)
2 Purchased Power 2,428,708 2,167,123 2,678,772 (511,649)
3 Chemicals 790,608 705,456 986,930 (281,474)
4 Waste Disposal 229,781 229,781 213,308 16,473
5 TRA Inspection Fee 138,344 138,344 131,826 6,518
6
7 Total S 3,630,328 S 3,283,590 S 4,062,167 S (778,577)
8
9
10 Sales in 100 Gallons 92,747,990 92,747,990 100,589,065
11
12 Cost per 100 Gallons (Line 7 / Line 10) S 0.03914 S 0.03540 S 0.04038 S (0.00498)

Recoverable % for Production Costs For the 12
Months Ending
11/30/2013

13 Sales 92,747,990

14 System Delivery 124,947,670

15 Non-Revenue Water % [1 - (Line 13 / Line 14)] 25.8%

16 Non-Revenue Water % Authorized 15.0%

17 Variance (If Line 15 > Line 16 then Line 15 - Line 16) 10.8%

18 Recoverable % (1 - Line 17} 89.2%

**Non-Revenue Water is only applied to purchased power and chemicals.
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Tennessee American Water Company

Docket No. 13-00130
For the Twelve Months Ending November 30, 2013
Billing Determinants

Meters in Service by Customer Class and Sales

l Meters in Service
Customer Class Dec-12 Jan-13 Feb-13 Mar-12 Apr-13 May-13 Jun-13 Jul-13 Aug-13 Sep-13 Oct-13 Nov-13 Total
Residential 65,584 65,671 65,688 65,837 65,977 65,977 65,977 65,977 65,977 65,977 65,977 65,977 790,596
Commercial 8,260 8,250 8,266 8,287 8,312 8,312 8,312 8,312 8,312 8,312 8,312 8,312 99,559
Industrial 154 153 152 152 152 152 152 152 152 152 152 152 1,827
OPA 768 770 768 765 764 764 764 764 764 764 764 764 9,183
Miscellaneous 21 21 21 21 21 21 21 21 21 21 21 21 252
Total 74,787 74,865 74,895 75,062 75,226 75,226 75,226 75,226 75,226 75,226 75,226 75,226 901,417
| Sales in 100 Gallons
Dec-12 Jan-13 Feb-13 Mar-13 Apr-13 May-13 Jun-13 Jul-13 Aug-13 Sep-13 Oct-13 Nov-13 Total
Sales in 100 Gal 7,012,840 7,888,168 6,499,732 6,801,105 7,571,540 6,840,770 8,432,585 8,427,560 9,644,670 8,155,800 8,353,750 7,118,470 92,747,990
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Tennessee American Water Company
Docket No. 13-00130
For the Twelve Months Ending November 30, 2013
PCOP Actual Expenses
General Ledger Account Detail

Description GL. Accounts Dec12 Jan-13 Feb-13 Mar-13 Apr-13 May-13 Jun-13 Jul-13 Aug-13 Sep-13 Oct-13 Now-13 Total
Purchased Water 51000000 - 51099993 $ 734544 S 3,118.49 $ 596262 $ (1,302.22) $ 525400 $ 276776 $ 366814 S5 371823 $ 454293 $ 680816 $ 397627 $ (297310 $ 4288672
Purchased Power 51510000 - 51599999 208,594.25 196,682.32 171,600.10 216,643.46 219,627.88 179,350.85 209,238.53 230,241.03 194,403.28 196,972.11 206,987.15 198,366.59 2,428,707.55
Chemicals 512800000 - 51899999 48,299.16 71,687.67 55,018.03 56,153.23 61,405.39 72,723.91 61,732.32 80,708.49 103,770.80 64,581.47 60,208.78 54,318.97 790,608.28
Waste Disposal 51110000 - 51115000 4,536.82 1,796.72 21,635.54 44,812.68 76,255.53 32,716.43 34,289.78 26,800.87 24,964.74 (63,128.50) 8,103.09 16,997.50 229,781.20
TRA Inspection Fee (Amortized in 16530000} 68545000 11,170.25 11,170.25 11,170.25 11,170.25 12,734.25 11,561.25 11,561.25 11,561.25 11,561.25 11,561.25 11,561.25 11,561.25 138,344.00
Total $ 27994592 S 28445545 $ 265,386.60 S 327,477.40 $ 375,277.05_ $ 299,120.20 $ 320,490.02 $ 353,029.87 $ 339,243.00 $ 216,794.49 $ 290,83654  $ 27827121 $ 3,630,327.75
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Tennessee American Water Company
Qualified Infrastructure Improvement Program (QlIP)
Economic Development Investment Rider (EDI)
Safety and Environmental Compliance Rider (SEC)
Summary Page

Revenue Requirement w/ Percentage Applied to Bill w/
Def. Tax, Accum. Def. Tax, Accum. Impact of impact of All
Depreciation, w/out TRA Depreciation, w/out TRA Revenue Percentage Adjustments Adjustments on
Line Rate Gross Up, & with Forfeited Gross Up & with Forfeited Requirement Applied ot on Revenue Percentage
Number Mechanism Discount Gross Up Discounts Gross Up as Filed Bill as Filed Requirement Applied to Bill
1
2 Qlip S 373,273 0.79% $ 381,281 081% S (8,008) -0.02%
3
4 EDI 84,623 0.18% 86,500 0.18% S (1,877) 0.00%
5
6 SEC 53,015 0.11% 55,042 012% S (2,027) -0.01%
7
8 Total $ 510,911 1.08% $ 522,823 1.11% S (11,912) -0.03%
9
10
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Line Number

Tennessee American Water
Safety and Environmental Compliance (SEC)
Calculation of SEC Revenue Requirement

Description

Company Totals

Additions Subject to SEC:

Plus: Cost of Removal less Salvage

Less: Contributions in Aid to Construction (CIAC)
Less: Deferred Income Taxes

Less: Accumulated Depreciation

Net Investment Supplied SEC Additions:

Pre-Tax Rate of Return:
Pre-Tax Return on Additions:

Depreciation Expense on SEC Additions:
Property and Franchise Taxes Associated with SEC:
SEC Revenues:

Revenue Taxes
Total EDI Revenues with Revenue Taxes

Volumetric and Metered Revenue as Per Docket No. 12-00049

SEC Percentage to Apply to Bill:

270,289

1,614
11,687

256,987

9.45%

24,297

23,375

3,652

51,323

3.19%

53,015

47,073,724

0.11%

AND - uonenoje) juswennbey anueAsy Hayx3 [ejusws|ddng s euoned

¥l jo ¢ abed



Line Number

Tennessee American Water
Economic Development Investment (EDI)
Calculation of EDI Revenue Requirement

Description

Company Totals

Additions Subject to EDI:

Plus: Cost of Removal less Salvage

Less: Contributions in Aid to Construction (CIAC)
Less: Deferred Income Taxes

Less: Accumulated Depreciation

Net Investment Supplied EDI Additions:

Pre-Tax Rate of Return:
Pre-Tax Return on Additions:

Depreciation Expense on EDI Additions:
Property and Franchise Taxes Associated with EDI:
EDI Revenues:

Revenue Taxes
Total EDI Revenues with Revenue Taxes

Volumetric and Metered Revenue as Per Docket No. 12-00049

EDI Percentage to Apply to Bill:

S 604,569
53,204
(3,632)
11,169

S 543,828

9.45%

S 51,416

22,339

8,168

S 81,923

3.19%

S 84,623

S 47,073,724

0.18%
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Line Number

Tennessee American Water
Qualified Infrastructure improvement Program (QliP)
Calculation of QiIP Revenue Requirement

Description

Company Totals

Additions Subject to QIIP:

Plus: Cost of Removal less Salvage

Less: Contributions in Aid to Construction (CIAC)
Less: Deferred Income Taxes

Less: Accumulated Depreciation

Net Investment Supplied QIIP Additions:

Pre-Tax Rate of Return:
Pre-Tax Return on Additions:

Depreciation Expense on QIIP Additions:
Property and Franchise Taxes Associated with QIIP:
QlIP Revenues:

Revenue Taxes
Total QlIP Revenues with Revenue Taxes

Volumetric and Metered Revenue as Per Docket No. 12-00049

QIIP Percentage to Apply to Bill:

$ 2,514,170
97,710
(11,699)
42,224

S 2,581,355

9.45%

3 244,051
84,448

$ 32,862
$ 361,362
3.19%

S 373,273

S 47,073,724

0.79%
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Last Rate Order:

Workpaper

Tennessee American Water Company
Pre Tax Rate of Return & Revenue Conversion Factors

PTR = ((WCCE +WCPE) * PTRCF) + WCLTD +WSTD
Reconciliation component

Weighted Cost of Common Equity (WCCE)

Weighted Cost of Preferred Equity (WCPE)

Weighted Cost of Long-Term Debt (WCLTD)

Weighted Cost of Short- Term Debt (WCSTD)
(from Settlement agreement)

Gross Revenue Conversion Factor (PTRCF): 1/(1-PPRT){1-SIT){1-FIT)

PreTax ROR Conv. Factor

State Excise Tax

Balance (1.0-.065)

Fed Inc. Tax {.935%.35)

Combined Tax Rate {.065 +.32725)
Balance (1.0-.39225)

PreTax ROR Conv. Factor

Revenue Taxes:
Uncol. Exp

TRA Fee

GR Tax

Forfeited Discounts
Total Rev. Taxes

Projection of Annual Revenues from Last Rate Order:
Projection of Annual Sales from Last Order in 100 Gallons

9.4544%

0.0000%
3.4380%
0.0015%
3.7620%
0.0330%

1.645413

0.065

0.35

0.065 From Settlement agreement
0.935

0.32725 From Settlement agreement
0.39225
0.60775
1.64541341

1.057% From Settlement Agreement - Does not include forfeited discounts
3.000% From Settlement Agreement

-0.866%
3.191%

47,073,724
100,589,065

From House Bill 191
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