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January 19, 2017

VIA ELECTRONIC FILING

Hon. David Jones, Chairman
c¢/o Sharla Dillon

Tennessee Regulatory Authority
502 Deaderick Street, 4th Floor
Nashville, TN 37243

RE: Petition of Tennessee-American Water Company Regarding The 2016
Investment and Related Expenses Under The Qualified Infrastructure
Investment Program Rider, The Economic Development Investment Rider,
and The Safety and Environmental Compliance Rider, TRA Docket No. 16-
00126

Dear Chairman Jones:

Attached for filing please find Tennessee-American Water Company’s Responses 1o

Supplemental Discovery Requests of the Consumer Protection and Advocate Division in the
above-captioned matter.

As required, an original of this filing, along with four (4) hard copies, will follow.

Should you have any questions concerning this filing, or require additional information, please

do not hesitate to contact me.

Very truly yours,

BUTLER SNOW LLP

N
J

el J. Malone
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Enclosure

cc: Valoria Armstrong, President, Tennessce-American Water Company
Daniel Whitaker, Assistant Attorney General, Consumer Protection and Advocate Division
Wayne Irvin, Assistant Attorney General, Consumer Protection and Advocate Division
Vance Broemel, Assistant Attorney General, Consumer Protection and Advocate Division
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IN THE TENNESSEE REGULATORY AUTHORITY
AT NASHVILLE, TENNESSEE

IN RE:

PETITION OF TENNESSEE AMERICAN
WATER COMPANY REGARDING THE

2016 INVESTMENT AND RELATED
EXPENSES UNDER THE QUALIFIED
INFRASTRUCTURE INVESTMENT
PROGRAM RIDER, THE ECONOMIC
DEVELOPMENT INVESTMENT RIDER,
AND THE SAFETY AND ENVIRONMENTAL
COMPLIANCE RIDER

Docket No. 16-00126
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TENNESSEE-AMERICAN WATER COMPANY’S RESPONSES TO
SUPPLEMENTAL DISCOVERY REQUESTS OF
THE CONSUMER PROTECTION AND ADVOCATE DIVISION

Tennessee-American Water Company (“TAWC”), by and through counsel, hereby
submits its responses to the Supplemental Discovery Requests propounded by the Consumer
Protection and Advocate Division (“CPAD”).

GENERAL OBJECTIONS

I TAWC objects to all requests that seek information protected by the attorney-
client privilege, the work-product doctrine and/or any other applicable privilege or restriction on
disclosure.

2. TAWC objects to the definitions and instructions accompanying the requests to
the extent the definitions and instructions contradict, are inconsistent with, or impose any
obligations beyond those required by applicable provisions of the Tennessee Rules of Civil
Procedure or the rules, regulations, or orders of the Tennessee Regulatory Authority (“TRA” or

“Authority™).
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3. The specific responses set forth below are based on information now available to
TAWC, and TAWC reserves the right at any time to revise, correct, add to or clarify the
objections or responses and supplement the information produced.

4. TAWC objects to each request to the extent that it is unreasonably cumulative or
duplicative, or seeks information obtainable from some other source that is more convenient, less
burdensome or less expensive.

5, TAWC objects to each request to the extent it seeks information outside TAWC’s
custody or control.

6. TAWC’s decision, now or in the future, to provide information or documents
notwithstanding the objectionable nature of any of the definitions or instructions, or the requests
themselves, should not be construed as: (a) a stipulation that the material is relevant or
admissible, (b) a waiver of TAWC’s General Objections or the objections asserted in response to
specific discovery requests, or (¢) an agreement that requests for similar information will be
treated in a similar manner.

7- TAWC objects to those requests that seek the identification of “any” or “all”
documents or witnesses (or similar language) related to a particular subject matter on the grounds
that they are overbroad and unduly burdensome, and exceed the scope of permissible discovery.

8. TAWC objects to those requests that constitute a “fishing expedition,” seeking
information that is not relevant or reasonably calculated to lead to the discovery of admissible

evidence and is not limited to this matter.
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TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Brent E. O’Neill

Question:

1.

Please refer to the attached file provided in the Company's response to CPAD 1-1 in this
docket. Specifically refer to the "RP District Detail" tab of this attachment. Itappears that
certain data included on this schedule is calculated from other sources. For example, Cell
E25 of this schedule contains the January 2017 estimated expenditures for unscheduled
main replacement with a hard-coded value of "$10,621.0526315789", leaving us with the
impression that this value is calculated from other data. Therefore, please provide the
source and support for the hard numbers contained in Columns E through P that comprise
the 2017 SCEP amounts.

Response:

As was indicated in Brent O’Neill’s response to Item 3 of the CPAD’s First Discovery
Request, TAWC’s Engineering Department develops a proposed capital budget with input
by Operations Supervisors and Project Managers. The source of this input is the
development of the Recurring Project (RP) Summary Workbook that is provided in
response to that same response. The RP Summary Workbook provides the Operations
Supervisors and Project Managers the expectation of the amount of work necessary in 2017
based on historical and best management techniques. This follows the procedures as
outlined in the response to Item 7 of the CPAD’s First Discovery Request in Docket No.
15-00111.

The proposed capital budget is developed by determining the need of each line based on
the overall yearly budget as was provided in the above referenced summary workbook.
Upon the determination of the business need based on an overall yearly budget, the monthly
spend profile indicated in the 2017 SCEP is developed based on historical spending and
previous budgets by month.

In regard to the “RP District Detail” tab, specifically Cell E25, the Project Manager
determined through the analysis of historical trends for the Line C Mains — Unscheduled
as indicated in the provided attachment in response to Item 3 referenced above, that a
budget of $1,009,000 was necessary for the year. Cell L8 of the “C — Mains —
UNSCHEDULED?” tab of the attachment provided in response to Item 3 referenced above,
provides an explanation of the analysis provided by the Project Manager. As indicated by
the analysis, it was projected that 2017 budget needed was $1,009,000 for the year.



As previously indicated, TAWC’s Engineering Department utilizes this yearly amount to
then develop the 2017 Strategic Capital Expenditures Plan, or SCEP. This includes not
only the annual amount, but a monthly projected expenditure amount for each business unit
based on historical spending and previous monthly budget amounts. The amount of
$1,009,000 was compared to the 2017 budget amount of $950,000 that had been proposed
during the development of the previous budget year that was provided in 2016-2020 SCEP
that was included with the Company's response to Item 11 of the CPAD’s Second Discovery
Request in Docket No. 15-00111.

The comparison of the $1,009,000 to the $950,000, results in a proposed increase of
1.062105263157894 %. This increase was applied to the previously determined monthly
spending profile as shown in the 2016-2020 SCEP, provided in Docket No. 15-00111. This
application of the proposed increase of 1.062105263157894 established the value that was
indicated in Cell E25. This is the same for cells F25, 025 and P25. In addition, cells E23,
H22, 122, J22, N22 and O22 were determined using the same process.

The Project Manager and the Engineering Department made minor adjustments in the
proposed spending profile as indicated in cells E22, F22, G22, K22, L22, M22 and P22
based on their best judgement of previous year actual activity for unscheduled main.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Brent E. O’Neill

Question:

2. Please refer to the attached file provided in the Company's response to CPAD1-1 in this
docket. Specifically refer to the "RP District Detail” tab of this attachment. Please provide
a side-by-side comparison of the 2017 expenditures from this schedule with the estimated
2017 expenditures from the 2016-2020 SCEP that was included with the Company's
response to CPAD DR2-11 in Docket 15-00111, and provide an explanation for all line
item budget changes that are greater than 10%.

Response:

Tennessee American Water develops a projected 5-year strategic capital expenditure plan during
the first half of each year. This plan is a 5 year rolling plan that allows the company to project
financial needs and develop an insight on how projected projects should be planned to ensure an
overall consistent capital expenditure from year to year. The first year in each 5-year plan is
detailed with projected monthly spends and is determined from needs based on historical and
forecasted data. The remaining 4 years are a projection of historical spends.

Each budget begins with a comparison of the historical spend of each line and is forecasted out
into future years for a period of 5 years. It is not uncommon that differences from year to year
occur. This is especially true as you compare the 2017 expenditures provided in response Item 1
of the CPAD’s First Discovery Request in this docket to the estimated expenditures from the 2016-
2020 SCEP provided in response to Item 11 of the CPAD’s Second Discovery Request in Docket
No. 15-00111. The major difference is that for the years 2017, 2018, 2019 and 2020 in the 2016-
2020 SCEP, the estimated values are established by reviewing the historical spend of each line
while the 2017 expenditures as presented in response to Item 1 of the CPAD’s First Discovery
Request and discussed in Mr. O’Neill testimony in Docket No. 16-00126 were established by the
review of the Project Managers of each line determined through their understanding of the level
of work anticipated in 2017.

Further, in response to Item 18 of the CPAD’s First Discovery Request in Docket No. 15-00111,
TAWC indicated that the remaining 4 years are estimates based on a projection of historical
spend without specific detail in recurring projects. Adjustments for estimated expenditures in the
outer years typically occur as a result of better information on specific projects or community
developments that becomes available during the next year’s budget cycle. So in this case, better
information on the 2017 construction expenditure needs became available during the
development of the 2017 budget than what was available in 2016.



Expenditures for outer/future years (2017 — 2020) was produced in Docket No. 15-00111 at the
request of the CPAD to provide the source and support for the 2016 SCEP. The reason that
Tennessee American has not previously made outer/future year expenditures a part of the Capital
Recovery Riders filing is because rather than providing clarity, it may result in unintended
confusion for future comparisons. Please refer to the response to Item 18 of the CPAD’s First
Discovery Request in Docket No. 15-00111.

As requested please find comparison between the estimated 2017 expenditures as indicated in the
2016-2020 SCEP as provide in Docket No. 15-00111 and the current 2017 expenditures as provide
in the current Docket No. 16-00126. Only relevant line items that are included in Docket No. 16-
00126 are included. Please refer to Mr. O’Neill’s Direct Testimony in this Docket for more
detailed information regarding the changes.

Estimated 2017 2017 Expenditures
. . . . Expenditures from as provided in . Percent
Line Recurring Project Title 2016-2020 SCEP Current Case Variance Variance
(Docket 15-00111) (16-00126)
$276,000 $310,000 $34,000 12.3%
A Mains - New EXPLAINATION: Hamilton Street and West Valley Highway was included in
the budget while Cummings Road was removed.
$1,794,000 | $2620255 | $826,255 | 46.1%
B Mains - Replaced / Restored EXPLAINATION:  TAWC has budgeted to replace 25,540 feet of main
compared to the previously estimated amount of 15,600 feet of main. As
discussed in O'Neill Testimony.
$950,000 | $1,009000 | $59,000 | 6.2%
C Mains - Unscheduled
EXPLAINATION: None.
$350,000 | 5100000 | ($250,000) | -71.4%
D Mains - Relocated EXPLAINATION: TAWC is not aware of any specific relocation projects. As
discussed in O'Neill Testimony.
$56,700 | $74,400 | s17700 | 31.2%
E Hydrants, Valves and Manholes - — — -
New EXPLAINATION: 5 additional hydrants and 1 additional valve is expected
compared to the prior estimate.
F Hydrants, Valves and Manholes - $375,000 ‘ $374,100 | ($900) ‘ -0.2%
Replaced EXPLAINATION: None
. 402, , 4, -1.0%
H Services and Laterals - Replaced $402,500 ‘ $398,500 | ($4,000) ‘ 0%
EXPLAINATION: None
$1,378,930 | s1687.825 | 308805 | 22.4%
J Meters - Replaced EXPLAINATION: Beginning the process of AMR meter deployment as
discussed in O'Neill Testimony.
$140,000 | s175000 | $35000 [ 25.0%
L SCADA Equipment and Systems | EXPLAINATION: Better understanding of the level of effort as outlined in
O'Neill Testimony.
$120,000 | $140,000 | 20000 | 167%
M Security Equipment and Systems | EXPLAINATION: Better understanding of the level of effort as outlined in
O'Neill Testimony.
- 0,
Process Plant Facilities and $1,325,000 ‘ i $520’900 | ($805,000) ‘ 60'8@
Q EXPLAINATION: Returning to previous average spend as discussed in

Equipment

O'Neill Testimony.




Capitalized Tank
Rehabilitation/Painting

$600,000

$1,110,125

$510,125

85.0%

EXPLAINATION: Addition of an additional tank to rehabilitate as outlined

in O'Neill Testimony.

TOTAL RECURRING PROJECT LINES
INCLUDED IN DOCKET 16-00126

$7,768,130

$8,519,205

$751,075

9.7%




TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

3. Please refer to the attached file provided in the Company's response to CPAD1-3 in
this docket. The final sentence of this response refers to an "Attachment2" that was
apparently not included with the Company's response. Please provide a copy of
"Attachment2" that is referenced here.

Response:

The attachment was provided on December 20, 2016 as part of the response to all of the
CPAD?’s First Discovery Requests, as reflected on the TRA’s website. However, for the
ease of reference it is provided again in response to this request.

Attachment 2 was a pdf document that was downloaded from company asset management
software, Powerplant. It includes the support documentation regarding the Investment
Projects and was 12 pages in length.

For electronic filings, Tennessee American generally creates one large pdf document that
includes all of the responses and a pdf of all of the attachments. This includes a pdf version
of all of the pages of any excel attachments. The document is then bookmarked with the
individual responses, and any excel attachments are provided additionally in the excel
format. To minimize confusion, any attachments in pdf format are not provided separately
as this would be duplicative. This large pdf document is then used to print and provide the
necessary paper copies. Please note that the naming convention of the pdf file of the
requested attachment has been modified for the bookmark in the current pdf file, but that
the header on the page reflects both filings.



TAW_R_CPADDR2_003_011917_Attachment
previously TAW_R_CPADDR1_003_122016_Attachment2

Page 1 of 12
Justification Forms
— FP Number: |[26-020034 I
Company Name Tennessee-American Water ]
FP Description ’Tennessee River Crossing |
District TN-Chattanooga
Project Manager ‘Taylor, Randal D. J
REQUEST SUMMARY

Project Funding Status

Requested Stage [PRELIMINARY Joor | Requested Amount ™ 50 09 09|  Form Status  |DRAFT

Authorized Stage | fooo]  Avthorized Amount AuthorizedDate | |

Scope Summary

Is this a change to the project scope?

Improved service reliability is needed to the area north of the Tennessee River in the event of a critical failure on the
existing30-inch river crossing. The new river crossing will improve reliability in the event of a critical main break on the
existing 30-inch main. It provides complete redundancy and allows for serving future growth in this area of the system.

Schedule Status
Latest Authorized Request Authorization
Estimated In-Service: I | Kl 1/30/2017 |
Project Completion I I 112/29/2017 —l

Is this a change to the project Schedule? [NO




TAW_R_CPADDR2_003_011917_Attachment
previously TAW_R_CPADDR1_003_122016_Attachment2

Page 2 of 12
Cost Summary
Annual Estimate Latest Authorized Requested Change
Priors 0.00 0.00
This Year 0.00 0.00
Year 2 0.00 2,001,711.00
Year 3 0.00 0.00
Balance Years 0.00 498,289.00
TOTAL 0.00 2,500,000.00
Is this a change in Annual Expenditure? [NO
Detailed Estimate
Additions 0.00 2,234,621.00
Removals 0.00 0.00
AFUDC 0.00 56,879.00
Indirect Overhead 0.00 208,500.00
Contributions/advances 0.00 0.00
SUBTOTAL 0.00 2,500,000.00
0&C 0.00 0.00
TOTAL 0.00| 2,500,000.00
Is this a change in total project estimate?
What is the anticipated Rate Impact? Is project eligible for DSIC-type recovery?

If forward looking state, what is approved rate? Will project impact Operating Costs? NO




TAW_R_CPADDR2_003_011917_Attachment
previously TAW_R_CPADDR1_003_122016_Attachment2

Page 3 of 12
Justification Forms
: FP Number: I126-020034 |
Company Name Tennessee-American Water I
FP Description 1Tennessee River Crossing |
District TN-Chattanooga
Project Manager [Taylor, Randal D. ]
SCOPE
Project Basis
Basis of Recommendation: | | " .
Initial Estimate: | 1,500,000.00 |
Study Title and Year: | | Initial Estimate Year: |201 5 |
Study Project No. : Add Study Hyperlink
PROJECT ASSETS AND PURPOSE CODES Asset Owner: TO BE DETERMINED
ASSET CODE PERCENT PURPOSE CODE PERCENT
331 - TRANS & DISTRIBUTION MAINS 100.00 GROWTH/CAP IN FRANCHISE <3 YRS 100.00
0.00 0.00
0.00 0.00
0.00 TOTAL 100%

TOTAL 100%

PROBLEM OR OPPORTUNITY

Improved service reliability is needed to the area north of the Tennessee River in the event of a critical failure on the existing
30-inch river crossing.

INVESTIGATED OPTIONS

Other options have been evaluated by TNAW, including installing two or more pipelines across the Olgiati Bridge. Because
of pipeline

diameter limitations on the bridge, and the high estimated cost, this is no longer an option. Directional drilling under the river
appears to be the most feasible option, though other cost effective options should be considered.

RECOMMENDED SOLUTION

Company has decideed to install a 24-inch diameter main under the Tennessee River using directional drilling or open cut
method,

located parallel to the existing 30-inch main extending north from the Citico WTP. This is an alternative to the Project
Descirption that proposes a 30 inch crossing.




TAW_R_CPADDR2_003 011917_Attachment
previously TAW_R CPADDR1_003_122016_Attachment2
Page 4 of 12

MEASURABLE BENEFITS Quantity: [ ] Unitss [ | Ix

The new river crossing will improve reliability in the event of a critical main break on the existing 30-inch main. It provides
complete redundancy and allows for serving future growth in this area of the system.

RETIREMENT INFORMATION

PROJECT DELIVERY - Preliminary Stage Deliverable:

Impl. Delivery Method: [CONVENTIONAL DESIGN-BID-BUILD Project Delivery Risks: PERMITTING

PROJECT RISKS DETAILS:

Ability to obtain a permit to install the main under the river.




TAW_R_CPADDR2_003_011917_Attachment
previously TAW_R_CPADDR1_003_122016_Attachment2

Page 5 of 12

Justification Forms

Company Name [Tennessee-American Water

FP Number:  [126-020034

FP Description |Tennessee River Crossing

District TN-Chattanooga
Project Managcr{Taylor, Randal D.
IMPACTS & SCHEDULE
Project Impacts & Recovery
What is the anticipated Rate Impact? 0.1
If forward looking rate state, what is the approved rate? 8.7
Is project eligible for DSIC-type recovery? YES
Is Project Expected to Impact Operating Expenses? NO
OPEX Discussion:
Schedule Status
Project Implementation In-Service Completion Critical Reason for Critical
Start Date Start Date Date Date Date Date
Forecast 01/03/2017 11/30/2017 12/29/2017
Authorize
Prior

Schedule Comments




TAW_R_CPADDR2_003 011917_Attachment
previously TAW_R CPADDR1_003_122016_Attachment2
Page 6 of 12

Justification Forms

Company Name Tennessee-American Water | FP Number |[26-020034 l
FP Description |Tennessee River Crossing |
District TN-Chattanooga
Project Manager |Taylor, Randal D. |
COST
Latest Latest
DETAILED ESTIMATE Additions Forecast authionizeg
000 000 000

Planning Summary 0.00 0.00 0.00 0.00 0.00
Preliminary Summary 0.00 0.00 0.00 0.00 0.00
Implementation Summary 2,234,621.00 0.00 0.00 0.00 0.00
Planning Detail
AW SUPERVISION 0.00 0.00 0.00 0.00 0.00
CAPITAL PURCHASES 0.00 0.00 0.00 0.00 0.00
CONSTRUCTION COSTS 0.00 0.00 0.00 0.00 0.00
LABOR COSTS 0.00 0.00 0.00 0.00 0.00
OTHER COSTS 0.00 0.00 0.00 0.00 0.00
PROFESSIONAL SERVICES 0.00 0.00 0.00 0.00 0.00
Preliminary Detail
AW SUPERVISION 0.00 0.00 0.00 0.00 0.00
CAPITAL PURCHASES 0.00 0.00 0.00 0.00 0.00
CONSTRUCTION COSTS 0.00 0.00 0.00 0.00 0.00
LABOR COSTS 0.00 0.00 0.00 0.00 0.00
OTHER COSTS 0.00 0.00 0.00 0.00 0.00
PROFESSIONAL SERVICES 0.00 0.00 0.00 0.00 0.00
Implementation Detail
AW SUPERVISION 0.00 0.00 0.00 0.00 0.00
CAPITAL PURCHASES 0.00 0.00 0.00 0.00 0.00
CONSTRUCTION COSTS 0.00 0.00 0.00 0.00 0.00
LABOR COSTS 0.00 0.00 0.00 0.00 0.00
OTHER COSTS 2,234,621.00 0.00 0.00 0.00 0.00
PROFESSIONAL SERVICES 0.00 0.00 0.00 0.00 0.00
Removals 0.00 0.00 0.00 0.00 0.00
AFUDC 56,879.00 0.00 0.00 0.00 0.00




TAW_R_CPADDR2_003 011917_Attachment
previously TAW_R CPADDR1_003_122016_Attachment2
Page 7 of 12

fndizces Overhead [ 208,500.00) 0.00 0.00 0.00 0.00
Contributions/ Advances 0.00 0.00 0.00 0.00 o
0&C 0.00 0.00 0.00 0.00 0.00
EOIAL 2,500,000.00 0.00 0.00 0.00 0.00

Annual Estimate

Priors | 0.00] | 0.00|
This Year [ 0.00] | 0.00|
This Year | 2,001,711.00 | 0.00|
Balance Years ‘ 498,289. 00| | 0'00|

| 2,500,000.00) | 0.00|

TOTAL




TAW_R_CPADDR2_003 011917_Attachment
previously TAW_R CPADDR1_003_122016_Attachment2
Page 8 of 12



TAW_R_CPADDR2_003 011917_Attachment
previously TAW_R CPADDR1_003_122016_Attachment2
Page 9 of 12

TENNESSEE AMERICAN WATER
CHATTANOOGA

Project B-1
INSTALL 30-INCH RIVER CROSSING FROM WTP

Design and Permitting: 12 months
Construction: 6 Months Project Cost: $2,500,000

Need for Project:

Improved service reliability is needed to the area north of the Tennessee River in the event of a
critical failure on the existing 30-inch river crossing.

Background:

The area north of the Tennessee River is currently supplied through a 30-inch main and a 16-
inch main crossing the river. The 30-inch concrete main was installed with directional drilling
under the river, extending directly north from the Citico WTP. The 16-inch steel main is hung
below the Walnut Street Bridge.

In the event of a critical failure on the 30-inch main, the available flows to the area north of the
river would be limited by the capacity of the 16-inch main. The average and maximum day
demands to this area through 2030 are approximately 5.5 mgd and 8 mgd, respectively. Model
simulation was performed with the 30-inch main out of service during an average day and
maximum day scenario.

For the maximum day scenario, the velocity reaches 8.7 ft/sec with a flow of nearly 8 mgd
through the 16-inch main. The high headloss across the main results in pressures less than 20
psi in a few areas within the Citico gradient north of the river. Discharge pressures of nearly 100
psi are shown at the Citico WTP in order to deliver the water through the single 16-inch main.

For the average day scenario, with a flow of approximately 5.6 mgd through the 16-inch main,
the velocity is approximately 6.2 ft/sec. Again, the high headloss across the main results in
pressures less than 20 psi in a few areas within the Citico gradient, and discharge pressures
from the Citico WTP are approximately 90 psi.

Model simulation indicates that the pressures remain above 20 psi when the flow through the
16-inch main is limited to approximately 4.6 mgd, at a velocity of 5.1 ft/sec. Therefore, it is
apparent that the full average day demand of approximately 5.5 mgd could not be met in the

1-88 Chattanooga



TAW_R_CPADDR2_003 011917_Attachment
previously TAW_R CPADDR1_003_122016_Attachment2
Page 10 of 12

area north of the river in the event that the 30-inch main is out of service. For planning
purposes, and in order to provide slightly higher service pressures, it is estimated that
approximately 4 mgd can be supplied through the 16-inch main if the 30-inch main is out of
service. This results in average and maximum day deficits of approximately 1.5 mgd and 4 mgd,
respectively.

If a new main is installed across the river, it should be designed for meeting the long-term
demands beyond 2030, some of which are currently unknown. This could include some
additional build out growth beyond 2030 within the TNAW service area north of the river, or the
potential for growth through wholesale water contracts. The main should be designed to
accommodate realistic growth potential.

A potential build out maximum day demand of 10 mgd may be realistic for the area. It is also
possible that wholesale water delivery may be requested from TNAW at some point in the
future. Designing for a potential wholesale demand of approximately 5 mgd is used for planning
purposes. With a total design demand of 15 mgd, and assuming approximately 4 mgd can be
delivered through the 16-inch main, the new main should have a carrying capacity of at least 11
mgd. A 24-inch main is limited to approximately 10 mgd at a headloss gradient of 3 ft/1000 ft, so
this would provide slightly less than the projected design capacity. A 30-inch main provides the
projected design capacity. It also provides complete redundancy for the existing 30-inch main.

Recommended Solution:

Install a 30-inch diameter main under the Tennessee River using directional drilling, located
parallel to the existing 30-inch main extending north from the Citico WTP, as shown in the
exhibit on the following page.

It is noted that other options have been evaluated by TNAW, including installing two or more
pipelines across the Olgiati Bridge. Because of pipeline diameter limitations on the bridge, and
the high estimated cost, this is no longer an option. Directional drilling under the river appears to
be the most feasible option, though other cost effective options should be considered.

1-89 Chattanooga



TAW_R_CPADDR2_003_011917_Attachment
previously TAW_R _CPADDR1_003_122016_Attachment2
Page 11 of 12
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Output and Benefits:

The new river crossing will improve reliability in the event of a critical main break on the existing
30-inch main. It provides complete redundancy and allows for serving future growth in this area
of the system.

Options:
A 24-inch diameter main can be considered if it is significantly less costly.

Emergency interconnections can also be considered from either the Hixson UD or the Walden’s
Ridge UD, to provide enough supply capacity to supplement the available flow through the
single 16-inch main.

Budget Discussion:

The project is estimated at a cost $2.5 million, based on conceptual cost estimates that were
prepared at an earlier stage in the river crossing evaluation.

1-90 Chattanooga



TAW_R_CPADDR2_003 011917_Attachment
previously TAW_R CPADDR1_003_122016_Attachment2
Page 12 of 12

Risks:

The primary risk of not doing the project is the inability to provide adequate levels of service in
the event of a critical loss of the existing 30-inch main. At normal demands, service pressures
would drop down below 20 psi in some areas of the system. Demands would need to be
curtailed in order to maintain adequate service pressures. This may not be feasible with a
prolonged outage caused by a critical break.

Purpose Codes and Drivers:

Asset Code Purpose Code
331 — Trans & Distribution Mains Rel/Qual customer (pres taste etc.)

1-91 Chattanooga



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

4. Please refer to the Company's responses to CPADI-5, CPAD1-6, CPADI-7 and CPAD1-
8 in this docket regarding the actual plant expenditure amounts in November 2015 and
December 2015 for Business Units A, B, C and D. In addition, please refer to Table 1
and Table 2 below that summarize the November 2015 and December 2015 plant
additions for Business Units A, B, C and D in this Capital Rider Budget Docket and in
the 16-00022 Capital Rider Reconciliation Docket.

Table 1 - 16-00022 Plant Table 2 — 16-00126 Plant

Business Nov Dec Business Nov Dec
Unit 2015 2015 Unit 2015 2015

A $0 $67,251 A $35,979 $10,743

B 223,756 337,840 B 109,119 92,341

C 103,929 110,053 C 103,929 109,644

D -1,056 959,844 D 12,033 64,679

a. Admit or deny that the amounts included in Table 1 above represent the actual

plant additions that were included by the Company in Docket 16-00022. If the
Company denies that these are the amounts included in Docket 16-00022, then
provide updated amounts with an explanation of the differences.

b. Admit or deny that the amounts included in Table 2 above represent the actual
plant additions that were included by the Company in Docket 16-00126. If the
Company denies that these are the amounts included in Docket 16-00126, then
provide updated amounts with an explanation of the differences.

C. Please provide areconciliation of the amounts included in Tables 1 and 2.

d. Please provide an attestation from the Company's controller of the actual amounts
of capital recovery plant additions recorded in the Company's ledger for
November 2015 and December 2015 for Business Units A, B, C and D.

! Company workpapers in Docket 16-00022, "WKP 2015 Pivot Actuals" tab that was referenced in CPAD1-5,
CPAD 1-6, CPAD 1-7 and CPAD 1-8 in this docket.

2 Company workpapers in Docket 16-00126, "WKP 20 16 In-Serviced SCEP Proof ' tab that was referenced in

CPADI-5, CPAD1-6, CPAD1-7 and CPADI-8 in this docket.



Response:

a.

Table 1 is the plant additions, or the amount of construction spend placed in-
service (UPIS) for November 2015 and December 2015 that was eligible for the
capital riders related to business units A-D with the exception of November 2015
business unit D. November 2015 business unit D was $-1,016.

Table 2 does not reflect the actual plant additions that were included by the
Company for November 2015 and December 2015 in Docket 16-00126 and
Table 2, as created by the CPAD is labelled incorrectly. The amounts reflected
in Table 2 are the amount of actual construction expenditures (CWIP) that
occurred during the months of November 2015 and December 2015 related to
business units A-D. In the TAW’s filing, on the Workbook
TAW_APP_SCH1_2017, on the tab “WKP 2017 In-Serviced SCEP” and “WKP
2017 In-Serviced SCEP Proof” the columns are labelled Prior Year Period 11
Spend and Prior Year Period 12 Spend in an attempt to distinguish these from
plant additions for the month. The charge details were provided in attachment
file to Item 4 of the CPAD’s First Discovery Request in this docket.

As explained in part b of the response to Items 4, 5, 6, 7 and 8 of the CPAD’s
First Discovery Request, amounts placed in-service (UPIS), or plant additions, for
a particular month in Table 1 above could contain amounts incurred on the
company’s books and records prior to November 2015. Construction
expenditures incurred for November 2015 and December 2015 in Table 2 above
may or may not be placed in-service based on the work order lifecycle for which
it has been incurred. Please refer to attachment for the reconciliation between
construction expenditures and plant additions for November and December 2015.
In order to calculate the estimated amount of plant additions each month in the
identified business units, in the previous Capital Recovery Rider Dockets
Tennessee American has taken a three-month average of the construction
expenditures and placed 1/3 of this amount in service. The purpose of using the
November and December 2015 actual construction expenditures in this filing is
simply to calculate the three-month average amount estimated to be placed in
service during January and February 2016. The company believes that utilizing
Table 1 above in the forecasted plant additions would create a scenario in which
the company would essentially double count plant additions and therefore over-
earn on the same capital dollars as they were already included in prior utility plant
in-service balances.

TAWC objects to this Request on the grounds that it is overbroad, unduly
burdensome, duplicative, and seeks information that is neither relevant nor
reasonably calculated to lead to the discovery of admissible evidence. TAWC
further objects to this Request on the grounds that TAWC has identified the
appropriate representatives with relevant information concerning this Request



and refers CPAD to the attestation(s) of Linda Bridwell and/or Brent E. O’Neil.
TAWC reserves the right to supplement this response as information becomes
available during the course of discovery, document review and investigation.
Subject to and without waiving the foregoing objections, TAWC states as
follows:

As explained in part ¢ above, the plant additions for November 2015 and
December 2015 are in the CPAD’s Table 1 above, while the construction
expenditures for November 2015 and December 2015 are in the CPAD’s Table 2
above. The plant additions for November 2015 and December 2015, as reflected
in the CPAD’s Table 1 above, have been attested to and included in Docket No.
16-00022.



TAW_R_CPADDR2_004_011917_Attachment
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TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

5. Please refer to the Company's response to CPAD1-11 in this docket. Please provide
the source and support for the 57.6% allocation factor calculation referenced in this
request.

Response:

The allocation factors are estimated percentages to allocate the amount of each Business
Unit to each utility plant account for calculation of depreciation rates. The allocation
factors were provided in Docket No. 13-00130, Docket No. 14-00121, Docket No. 15-
00111 and in this Docket as calculated on tab “WKP Data-RC Spread. The allocations
factors have not been changed or re-calculated, as the reconciliation trues-up any changes
from that estimated amount. These allocation factors merely estimate which utility plant
in-service accounts the future construction spend will be placed in-service to. The
estimated allocation factor of 57.6% is the estimated portion of Water Treatment
Equipment (320) for business unit Q. As discussed in the response Item 11 of the
Consumer Protection and Advocate Division’s First Discovery Request, and in Docket
No. 15-00111 in response to Item 21 of the CPAD’s first discovery request, the company
substituted a more accurate and appropriate sub-account for Water Treatment Equipment
(320). This change more accurately reflects what had been placed in service in 2014 and
2015, and thus would reduce the amount of a reconciliation. As discussed in Docket No.
15-00111, Tennessee American changed the sub-account of the utility plant allocation but
not the amount of the allocation.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

6. Please refer to the "TAW_APP_SCH1_2017" spreadsheet that was included with the
Company's filing. Specifically refer to the "WKP Data-COR&Retires" tab of this
spreadsheet. Please provide the source and support for the "Retirements™ amounts that were
included in Column G on this spreadsheet as hard numbers.

Response:

As identified in the notes on the tab “WKP Data-COR&Retires”, the hard-coded numbers
were from the company asset records in software called Powerplant. A copy of the
detailed numbers used to calculate the totals by plant account, from the Powerplant
software is attached.



TAW_R_CPADDR2_006_011917_Attachment
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Tennessee-American Water Company Docket No. 16-00126
Response to CPADR2-006
Historic Retirement Detail Utilized for Future Estimation

Row Labels Sum of activity_cost

304100 (10,537.80)
304200 (104,685.44)
304300 (285,631.78)
304500 (65,478.16)
310000 (17,179.76)
311200 (29,089.33)
311500 (4,813.80)
311520 (41,436.00)
320100 (173,986.70)
320200 (455,356.16)
330000 (12,096.56)
330200 (446.00)
331001 (328,764.60)
333000 (12,693.08)
334100 (3,798.91)
334200 (9,427.82)
335000 (114,306.25)
340100 (110,714.76)
340200 (793,873.45)
340300 (3,825,680.16)
340500 (12,947.85)
341100 (208,617.01)
341200 (41,400.03)
341300 (39,139.10)
343000 (7,891.80)
344000 (157,585.33)
345000 (6,798.72)
346100 (66,821.67)
346190 (8,606.54)
346200 (36,294.17)
347000 (31,565.58)

Grand Total (7,017,664.32)
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TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

7. Please refer to the "TAW_APP_SCH1 2017" spreadsheet that was included with the
Company's filing. Specifically refer to the "WKP Retires" tab of this spreadsheet.
Please provide the source and support for the "As Filed 2016 Allocated Retirement"”
amounts that were included in Column O on this spreadsheet as hard numbers.

Response:

As identified in the notes on the tab, these amounts are from the prior Docket No. 15-
00111. The amounts were calculated and included in the revised exhibits that were
submitted in response to Item 8 of the CPAD’s First Discovery Request. On the “WKP
Retires” page attached to that response, the “2016 Allocated Retirement” column (column
K in the excel file) is the estimated % year retirement amount for 2016. This amount of
$85,484 is multiply by 2 ($85,484x2=$170,968) for a full year estimated amount for 2016
in this docket.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

8.

Please refer to the "TAW_APP_SCH1_2017" spreadsheet that was included with the
Company's filing. Specifically refer to the "WKP Retires” tab of this spreadsheet.
Please explain why the Company doesn't include budgeted retirements to Business Units
DV,A E, G I,K, N, O, P, R or Sin its filing. If the Company believes that this
omission is an error, please provide an updated calculation. If the Company believes
that this omission is not an error, then please provide an explanation of the Company's
rationale.

Response:

The Company does not believe the estimated amount on the “WKP Retires” tab is in error.
The business units referenced above could be classified into one or more of the following
categories; (1) the business unit is not included in the revenue requirement calculation
due to eligibility; (2) the business unit does not contain replacement activities in which a
retirement would occur; and/or (3) the business unit’s historical trend, from 2012-2015,
did not contain any retirements for the utility accounts projected plant additions in 2017.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

9. Please refer to the "TAW_APP_SCH1 2017" spreadsheet that was included with the
Company's filing. Specifically refer to Column BC of the "WKP2017 In-Serviced
SCEP Proof' tab of this spreadsheet which calculates the "Average Retires" for 2017 for
each account. Please provide the source and support for the hard numbers that were
included as retirements for the Investment Projects in Cells BC110 to BC116 of this
spreadsheet.

Response:

Please refer to attachment, which contains assets identified for retirement. This
information has been downloaded from the company asset software, Powerplant.



TAW_R_CPADDR2_009 011917_Attachment
Page 1 of 2

Tennessee-American Water Company Docket No. 16-00126
Response to CPADR2-009
Historic Assets Identified for IP Retirement

Row Labels Sum of activity_cost
126-020028
320100 42,384.41
126-020032
304500 68,968.81
320100 304.95

Grand Total 111,658.17
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TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

10.

Please refer to the "TAW_APP_SCH1_2017" spreadsheet that was included with the
Company's filing. Specifically refer to Column G of the "WKP Retires" tab of this
spreadsheet which uses the 2017 plant additions to allocate budget retirements. Itappears
that the Company has changed the formula for Column G. In previous filings, this
formula calculated the average plant additions for each account. In the current filing,
this formula appears to calculate the total plant additions for each account. Please
discuss the reasons for this change in formula along with a citation to the Company's
testimony for this change. If the Company believes that this change is an error, please
provide an updated calculation. 1f the Company believes that this change is not an error,
then please provide explanation of the Company's rationale.

Response:

The Company does not believe this change is in error. Column G is utilized to calculate
the allocation of the total amount of % year retirements, between replacement business
units and utility accounts. The total amount of dollars to be allocated did not change.
This was a fairly minor change, however, Tennessee American made a change to the
formula for the 2017 allocations to focus the allocations within each business unit, by
plant account for 2017 on the activity that was to occur during 2017, not the total
cumulative plant additions. So, while previously the allocations by plant account were
based on the cumulative plant additions including the previous years’ plant additions by
plant account, the proposed allocation looks at just the proportion of plant additions for
the current year. Tennessee American regrets the oversight of not previously highlighting
this change in this filing. Although not an excuse for its oversight, the Company notes
that the change to 2017 plant additions allocations has no material financial impact on the
revenue requirement calculation as the same amount of retirements would be utilized for
each utility account.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

11. Please refer to the "TAW_APP_SCH1 2017" spreadsheet that was included with the
Company's filing. Specifically refer to the "WKP CIAC" tab of this spreadsheet. Please
provide the account numbers and account descriptions corresponding with Rows 13 and
14 on this spreadsheet.

Response:

Account 271 — Contributions in Aid of Construction



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

12, Please refer to the "TAW_APP_SCH1 2017" spreadsheet that was included with the
Company's filing. Specifically refer to the "WKP CIAC" tab of this spreadsheet. Please
provide the source and support for the hard numbers included on this spreadsheet.

Response:

Please refer to the attachment for the detail. This information has been downloaded from
the company accounting records.
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TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

13.

Please refer to the "TAW_APP_SCH1 20 17" spreadsheet that was included with the
Company's filing. Specifically refer to Cell BE39 of the "WKP 2017 In-Serviced SCEP
Proof' tab of this spreadsheet which should contain the cumulative CIAOC. Please
explain why the Company only includes the 2017 CIAOC balance of $110,941 instead of
the cumulative CIAOC balance of $270,551 ($159,611 for prior periods plus $110,941 for
2017). If the Company believes that this is an error, then please provide an updated
calculation. If the Company believes that this is not an error, then please provide
explanation of the Company's rationale.

Response:

The $110,941 is the estimated CIAC amounts for full year 2016 and % year 2017 for
business unit G, Services — New based on historical trends. This amount is then added to
approved actual amounts from reconciliation Docket Nos. 15-00029 (2014) and 16-00022
(2015). The reconciliation dockets for 2014 and 2015 did not include any approved
eligible CIAC amounts for business unit G as the Business Units G and | were removed
from EDI rider eligibility in Docket No. 14-00121. Nor is Tennessee American seeking
to include in the revenue requirement any portion of Business Unit G in this petition.
Therefore, it would have been inappropriate for the Company to include the cumulative
CIAC balance of $270,551 referenced in the question.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

14, Please refer to the "TAW_APP_SCH1 2017" spreadsheet that was included with the
Company's filing. Specifically refer to the "WKP Data-COR&Retires” tab of this
spreadsheet. Please provide the source and support for the "Removal & Salvage"
amounts included in Column E as hard numbers on this spreadsheet.

Response:

Please refer to the attachment for the Removal & Salvage detail amounts utilized for
future estimation in this docket. The source is the accounting records of the Company.
In Docket No. 15-00111, the Company updated the retirement amounts utilized for future
estimation through 2014 in response to Item 36 of the Consumer Protection and Advocate
Division’s First Discovery Request.
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Tennessee-American Water Company Docket No. 16-00126
Response to CPADDR2-014
Historic Cost of Removal & Salvage Detail Utilized for Future Estimation

Row Labels Sum of cost_of removal Sum of salvage_cash Total

304100 (16,295.52) - 304100 $16,295.52
304200 (10,844.07) - 304200 10,844.07
304300 (105,604.56) - 304300 105,604.56
304500 (278.57) - 304500 278.57
310000 (114.68) - 310000 114.68
311200 (850.98) - 311200 850.98
311500 (193.35) - 311500 193.35
311520 (8,741.02) - 311520 8,741.02
320100 (65,245.87) - 320100 65,245.87
320200 (471,949.23) - 320200 471,949.23
330200 (977.03) - 330200 977.03
331001 (1,157,316.91) 114,854.28 331001 1,042,462.63
333000 (618,276.08) 6,673.39 333000 611,602.69
334100 (209,629.11) 10,120.61 334100 199,508.50
334200 (564,099.25) 82,360.83 334200 481,738.42
335000 (44,405.14) - 335000 44,405.14
340100 (475.01) - 340100 475.01
340200 (2,986.22) - 340200 2,986.22
341100 - 3,710.60 341100 (3,710.60)
341200 - 4,922.40 341200 (4,922.40)
341300 7,518.50 341300 (7,518.50)
343000 (2,460.96) - 343000 2,460.96
344000 (4,091.51) - 344000 4,091.51
345000 (7,033.60) - 345000 7,033.60
346190 (520.84) - 346190 520.84
347000 (2,548.31) - 347000 2,548.31

Grand Total (3,294,937.82) 230,160.61 $3,064,777.21
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TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

15. Please refer to the "TAW_APP_SCH1 2017" spreadsheet that was included with the
Company's filing. Specifically refer to the "WKP Retires" tab of this spreadsheet.
Please provide the source and support for the "As Filed 2016 Cost of Removal Less
Salvage" amounts included in Column Q as hard numbers on this spreadsheet.

Response:

These amounts are from the prior Docket No. 15-00111 and the revised exhibits submitted
in response to Item 8 of the First Discovery Request of Consumer Protection in that
docket. On the “WKP Retires” page, the “2016 Cost of Removal less Salvage” column
(column M in the excel file) is the estimated %2 year amount for 2016. This amount of
$256,572 is multiplied by 2 ($256,572x2=$513,144) for a full year estimated amount for
2016 in this docket.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

16.

Please refer to the "TAW_APP_SCH1 2017" spreadsheet that was included with the
Company's filing. Specifically refer to the "WKP Retires” tab of this spreadsheet.
Please explain why the Company doesn't include budgeted cost of removal for Business
Units DV, A, E, G, I, K, N, O, P, R or Sin its analyses. If the Company believes that
this omission is an error, then please provide an updated calculation. If the Company
believes that this omission is not an error, then please provide explanation of the
Company's rationale.

Response:

The Company does not believe the estimated amount on the “WKP Retires” tab is in error.
The business units referenced above could be classified into one or more of the following
categories; (1) the business unit is not included in the revenue requirement calculation due
to eligibility; (2) the business unit does not contain replacement activities in which a
retirement would occur; and/or (3) the business unit’s historical trend, from 2012-2015,
did not contain cost of removal less salvage amounts for the utility accounts projected
plant additions in 2017.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

17.

Please refer to the "TAW_APP_SCH1 2017" spreadsheet that was included with the
Company's filing. Specifically refer to Column BI of the "WKP 2017 In-Serviced
SCEP Proof' tab of this spreadsheet which calculates the "Cost of Removal Less Salvage™
for 2017 for each account. Please provide the Company's rationale for using $21,718 as
the cost of removal in Cell BI116 as it does not appear to match the logic used for the
calculation for other accounts. If the Company believes that this calculation is an error,
then please provide an updated calculation. 1f the Company believes that this calculation
isnot an error, then please provide explanation of the Company's rationale.

Response:

The Company does not believe the estimated amount included in the revenue requirement
isan error. However, the number in Cell B1116 should be $11,494, as opposed to $21,718.
Since no retirement and associated cost of removal less salvage have been identified for
this project, the historic trends for the recurring replacement main projects was utilized
for this investment main project (IP). Please refer to the workpaper tab “WKP 2017 In-
Serviced SCEP” in the "TAW_APP_SCH1 2017" spreadsheet which contains the
amount included in the revenue requirement calculation of $11,494. It does appear that
the formula for the same cell in the “WKP 2017 In-Serviced SCEP Proof” was not inserted
correctly and therefore calculated the number as $21,718 (which should have been
calculated $11,494). The Company regrets the error in the differences between the two
numbers. Although not an excuse for the error, the Company notes that this tab is only
used to demonstrate the calculation of the numbers and does not link directly to revenue
requirement. So, the mistake has no financial impact on the revenue requirement in this
docket.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

18. Refer to the Company's response to CPAD DR1-13 in Docket 15-00111 related to vintage
year tax depreciation which reads as follows: "A tax depreciation calculation tab can be
added for future filings.” Please provide a tax depreciation calculation in a separate
spreadsheet that expands the calculation contained in Column BP of the "WKP 2017 In-
Serviced SCEP Proof' tab of the "TAW_APPP_SCH1_2017" spreadsheet included with
the Company's filing that provides for separate tax depreciation calculations for each
vintage tax year.

Response:

Please refer to the attachment for the tax depreciation calculation breakdown utilized in
this docket.



TAW_R_CPADDR2_018_011917_Attachment
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TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

19. Please refer to the "TAW_APP_SCH1 2017" spreadsheet that was included with the
Company's filing. Specifically refer to Column AY of the "WKP 2014 In-Serviced
Actual™ tab of this spreadsheet which calculates the 2014 depreciation expense. The
Company has converted the original formulas in this spreadsheet to hard numbers that no
longer tie to the product of average plant in service *the appropriate depreciation rates.
Please answer the following:

a. Explain why the Company removed the 2014 depreciation expense formulas and
converted these amounts to hard numbers.
b. Explain why the Company has retained the original depreciation expense

formulas on Column BG of the "WKP 2015 In-Serviced Actual™ tab; Column
BG of the "WKP 2016 In- Serviced SCEP" tab; and Column BG of the "WKP
2017 In-Serviced SCEP" tab while removing the depreciation expense formula
from Column AY of the "WKP 2014 In-Serviced Actual™ tab.

C. Itwould appear that either the plant in service or the depreciation expense
amounts included on the "WKP 2014 In-Serviced Actual” tab are in error, since
the plant in service recorded in Column AS cannot produce the depreciation
expense included in Column AY at currently approved depreciation rates. If the
Company believes that this calculation is an error, then please provide an
updated calculation. If the Company believes that this calculation is not an
error, then please provide explanation of the Company's rationale.

d. Please provide an attestation from the Company's controller of the actual amounts
of capital recovery plant in service and depreciation expense by Business Unit
recorded in the Company's ledger for 2014.

Response:

a. The 2014 depreciation expense agrees to the final version of depreciation
expense filed in Docket No. 15-00029. This amount has been carried forward
through Dockets No. 15-00111 and No. 16-00022. As explained in my rebuttal
testimony in Docket No. 16-00022, at page 3, line 13, Tennessee American hard
coded the numbers for 2014 in previous Dockets to simplify the presentation and
has copied them into the file.

b. The actual 2014 depreciation expense calculation in Docket No. 15-00029 was



part of an even more complex spreadsheet utilized to compare actual to budget
for reporting purposes. Tennessee American does not break its depreciation
expense down by business unit, and a calculation of depreciation expense for
these plant additions must be made for the purposes of this filing. However, the
formulas could not simply be included in one cell in 2015. Further, the
spreadsheet was extremely challenging to follow. In order to simplify the
presentation, in 2015 (Docket No. 15-00111) Tennessee American hard-coded
the 2014 depreciation expense numbers in the spreadsheet and revised the
methodology for the calculation. In 2015, Tennessee American began simply
calculating the depreciation based on the amount of the 13-month average plant
additions multiplied by the depreciation rate for the appropriate utility plant
account. The 2015 depreciation expense amount in this Docket also agrees to
the final version of depreciation expense in Docket No. 16-00022. This amount
has been carried forward in this Docket. The 2016 depreciation expense has
been re-calculated for this Docket based on the actual amounts approved in
Docket No. 16-00022 for 2015 and carried forward through 2017.

The Company does not believe it is in error. Please refer to part b of this same
Data Request.

TAWC objects to this Request on the grounds that it is overbroad, unduly
burdensome, duplicative, and seeks information that is neither relevant nor
reasonably calculated to lead to the discovery of admissible evidence. TAWC
further objects to this Request on the grounds that TAWC has identified the
appropriate representatives with relevant information concerning this Request
and refers CPAD to the attestation(s) of Linda Bridwell and/or Brent E. O’Neill.
TAWC reserves the right to supplement this response as information becomes
available during the course of discovery, document review and investigation.
Subject to and without waiving the foregoing objections, TAWC states as
follows:

2014 actual depreciation expenses reflected in the filing have been attested to
and included in prior Capital Recovery Rider Dockets. Please refer to part b of
this same data request. The company does not record depreciation expense by
project business unit in the company’s ledger and a calculation of depreciation
expense for these plant additions must be made for the purposes of the Capital
Recovery Riders filings. The company utilizes the group depreciation method
by utility account and district to record depreciation expense. In the
reconciliation of 2014 actual expenditures in Docket No. 15-00029, the
Company calculated the depreciation for plant additions for each month and
summed the total. The calculation of the 2014 depreciation was part of a larger
spreadsheet that was extremely complex, making any effort to review the
calculations very challenging. Therefore in Docket No. 15-00111, Tennessee
American hard-coded the 2014 depreciation expense that had been included in
the final version of the reconciliation in Docket No. 15-00029. This issue was
also discussed in the reconciliation of 2015 Capital Recover Riders (Docket No.



16-00022) and a copy of the 2014 In-Serviced Actual including 2014
depreciation expense calculations was provided in response to Item 3 of the
CPAD’s Third Discovery Request in Docket No. 16-00022.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Brent E. O’Neill

Question:

20.

Please refer to the attached file provided in the Company's response to CPADI1-I.
Specifically, refer to the "RP District Detail" tab of this attachment. Please segregate
the budgeted 2017 SCEP plant additions by Business Unit between the following
categories:

a. TAWC Direct Labor;
b. TAWC Overhead Costs;
C. AWWC Allocated Labor;

d. AWWC Allocated Overhead Costs; and

e. Third Party Outside Vendor Costs.

Response:

Tennessee American Water objects to this Request to the extent that it purports to place
obligations on TAW that are broader than the scope contemplated by the Tennessee Rules
of Civil Procedure and other applicable law. Subject to and without waiving the foregoing
objection, TAW states as follows:

As has been discussed in previous testimony and specifically in response to Item 7 of the
Consumer Protection and Advocate Division’s First Discovery Request in Docket No. 15-
00111, Tennessee American Water goes through several stages to develop an accurate
forecast during development of the budget. The process involves the review of historical
trends, previous actual spend and the identification of the expected work needed for each
line. TAW does not construct the budgets based on the categories requested and is
therefore unable to provide the details requested.



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 16-00126
SECOND DISCOVERY REQUEST OF THE
CONSUMER PROTECTION AND ADVOCATE DIVISION

Responsible Person: Linda C. Bridwell

Question:

21. Please identify the witness or other individual(s) who is responsible (and will respond
to additional questions) for each response to each of these discovery requests.

Response:

Each responsible person has been identified on the individual response to each discovery
request.



STATE OF Wq/y

COUNTY OF :;Q,bdrﬂf

BEFORE ME, the undersigned authority, duly commissioned and qualified in and for the
State and County aforesaid, personally came and appeared Linda C. Bridwell, being by me first
duly sworn deposed and said that:

She 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, the data

requests responses are accurate to the best of her knoywledge

_.\“{zw(, ZAJ)A;{L /(/

Linda C. Bridwell

Sworn to and subscribed before me
this [ 9 _ﬂﬂay of Ja.nuary, 2017

b, AN

Notary Public”

My Commission Expires:;_/© l 3 (Z.DZ(O

¥\ Notary Public, ID No. 564370 § *‘

State at Large, Kentucky -':,i
Mrconwiﬂimﬂmhasonm 3.2020




CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing was served via U.S. Mail or
electronic mail upon:

Daniel Whitaker III, Esq.

Assistant Attorney General

Office of the Tennessee Attorney General
Consumer Protection and Advocate Division
P.O. Box 20207

Nashville, TN 37202-0207

This the 19" day of January, 2017. ‘

IR
v

Melvin J. Malofe

34841184v2
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