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BEFORE THE TENNESSEE PUBLIC UTILITY COMMISSION

AT NASHVILLE, TENNESSEE
IN RE: )
)
PETITION OF TENNESSEE AMERICAN )
WATER COMPANY REGARDING THE ) Docket No. 16-00148
PRODUCTION COSTS AND OTHER )
PASS-THROUGHS RIDER )

AFFIDAVIT

I, William H. Novak, CPA, on behalf of the Consumer Advocate Division of
the Attorney General’s Office, hereby certify that the attached Direct Testimony
represents my opinion in the above-referenced case and the opinion of the

Consumer Advocate Division.

Sworn to and subscribed before me P AR, . TAMMY L. JONES
this 2 day of (" 1% ; 2017. i ) Notery Public

@ ] STATE OF TEXAS
NOFARY PUBLIC

2715

My commission expires:
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A2,

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND
OCCUPATION FOR THE RECORD.

My name is William H. Novak. My business address is 19 Morning Arbor Place,
The Woodlands, TX, 77381. I am the President of WHN Consulting, a utility

consulting and expert witness services company.!

PLEASE PROVIDE A SUMMARY OF YOUR BACKGROUND AND
PROFESSIONAL EXPERIENCE.

A detailed description of my educational and professional background is provided
in Attachment WHN-1 to my testimony. Briefly, I have both a Bachelor’s degree
in Business Administration with a major in Accounting, and a Master’s degree in
Business Administration from Middle Tennessee State University. I am a
Certified Management Accountant, and am also licensed to practice as a Certified

Public Accountant.

My work experience has centered on regulated utilities for over 30 years. Before
establishing WHN Consulting, I was Chief of the Energy & Water Division of the
Tennessee Public Utility Commission (the Commission) where I had either
presented testimony or advised the Commission on a host of regulatory issues for
over 19 years. In addition, [ was previously the Director of Rates & Regulatory
Analysis for two years with Atlanta Gas Light Company, a natural gas

distribution utility with operations in Georgia and Tennessee. I also served for

1 State of Tennessee, Registered Accounting Firm ID 3682.
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4.

A4.

two years as the Vice President of Regulatory Compliance for Sequent Energy
Management, a natural gas trading and optimization entity in Texas, where I was
responsible for ensuring the firm’s compliance with state and federal regulatory

requirements.

In 2004, I established WHN Consulting as a utility consulting and expert witness
services company. Since 2004 WHN Consulting has provided testimony or
consulting services to state public utility commissions and state consumer

advocates in at least ten state jurisdictions as shown in Attachment WHN-1.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?
I am testifying on behalf of the Consumer Protection & Advocate Division (the

Consumer Advocate) of the Tennessee Attorney General’s Office.

HAVE YOU PRESENTED TESTIMONY IN ANY PREVIOUS CASES
CONCERNING THE ALTERNATIVE REGULATION MECHANISMS
FOR TENNESSEE-AMERICAN WATER COMPANY?

Yes. I presented testimony in Dockets 13-00130, 14-00121, 15-00001, 15-00029,
15-00111, 15-00131, 16-00022, and 16-00126 concerning alternative regulation
mechanisms for Tennessee-American Water Company (TAWC). Ihave also
presented testimony in numerous TAWC Dockets concerning other regulatory

matters.
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WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING'?

My testimony will address the calculations supporting TAWC’s tariff filing that
requests authority to implement a new surcharge in its Production Costs and Other

Pass-Throughs (“PCOP”) tariff rider.

PLEASE EXPLAIN THE PURPOSE AND INTENT OF THE PCOP
TARIFF RIDER.

The PCOP allows TAWC to “true-up” the actual costs incurred for purchased
power, chemicals, purchased water, waste disposal and the TPUC fee from the
level approved in by the Commission in the last rate case. The overall structure
for the PCOP tariff rider was approved by the Commission in Docket 13-00130.
TAWC’s proposed PCOP surcharge, along with the PCOP surcharges previously

approved by the Commission, are presented below in Table 1.

Table 1 — Production Costs & Other Pass-Throughs Surcharge Rate

Effective Surcharge
Docket Number Date Rate B
13-00130 4-15-14 -1.15%
15-00001 8-17-15 -0.73%
15-00131 5-10-16 -0.36%
. 16-00148 ___TBD -0.89%2

WHAT DOCUMENTS HAVE YOU REVIEWED IN PREPARATION OF

YOUR TESTIMONY?

2 petitioner’s Exhibit — Proposed Tariff Sheet No. 12 — Riders — LCB.

Direct Testimony of 3 Tennessee Public Utility Commission
William H. Novak Docket No. 16-00148



10

11

12

13

14

15

16

17

18

19

20

21

22

23

A7.

Q8.

AS8.

Q9.

A9.

I have reviewed TAWC’s Petition filed in Docket 16-00148 on December 29,
2016, along with the accompanying tariff schedules. I have also reviewed
TAWC’s testimony and exhibits supporting its filing. Finally, I have reviewed
TAWC’s responses to the data requests submitted by the Consumer Advocate in

this case.

PLEASE EXPLAIN THE RELIEF THAT TAWC IS ASKING FROM THE
COMMISSION THROUGH ITS PETITION.

TAWC is asking the Commission to implement a new PCOP recovery rider
surcharge that is based on the true-up of its actual costs for the twelve months
ended November 30, 2016 from the level that was established in the last rate case.
TAWC’s proposed true-up calculation will decrease the PCOP surcharge from the

current rate of -0.36% to -0.89% as shown on Table 1 above.

WHAT IS THE TOTAL AMOUNT OF COSTS THAT TAWC SEEKING
TO RECOVER THROUGH THE PCOP RECOVERY RIDER?

TAWC is currently seeking to recover $3,959,063 in costs through the PCOP
recovery rider. In the last rate case, these costs were set by the Commission at
$4,062,167. The cost for each of the PCOP components since TAWC’s last rate

case is presented below in Table 2.
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Table 2 — PCOP Component Costs
Power Purchased Waste TPUC
Docket Cost Chemicals Water Disposal Fee Total
12-00049 $2,678,772 $986,930 $51,331 $213,308 $131,826 | $4,062,167
13-00130 2,223,479 728,500 47,102 237,656 138,344 3,375,081
15-00001 2,399,271 833,611 43,443 347,764 181,344 3,805,433
15-00131 2,256,687 723,408 51,841 387,332 186,811 3,606,079
16-00148 2,390,646 1,023,399 40,296 311,083 193,639 3,959,063
Q10. DID YOU REVIEW THE CALCULATIONS SUPPORTING THE

AlQ.

QI1.

All.

Q12

Al2.

PROPOSED PCOP SURCHARGE IN TAWC’S TARIFF FILING?
Yes. Ireviewed TAWC s filing. I also prepared data requests for supplemental
supporting information that was not contained in the filing. In addition, I have

had continuing discussions with TAWC regarding the filing.

WHAT WERE THE RESULTS OF YOUR REVIEW?

My review of TAWC’s PCOP surcharge was limited to the amounts recorded on
the ledger, since there are thousands of individual expense invoices that are
posted. Overall, my review found that the calculations supporting TAWC’s tariff
filing appear to be reasonable and logical. I was also able to trace the support for
TAWC’s tariff calculations to their books and records. Based on my review, I
would recommend that the Commission adopt TAWC’s proposed PCOP recovery

surcharge from the current rate of -0.36% to -0.89% as shown on Table 1 above.

DOES THIS COMPLETE YOUR TESTIMONY?
Yes, it does. However, I reserve the right to incorporate any new data that may

subsequently become available and to correct any issues later identified.
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William H. Novak
19 Morning Arbor Place
The Woodlands, TX 77381

Phone: 713-298-1760
Email: halnovak@whnconsulting.com

Areas of Specialization

Over thirty-five years of experience in regulatory affairs and forecasting of financial
information in the rate setting process for electric, gas, water and wastewater utilities.
Presented testimony and analysis for state commissions on regulatory issues in four states
and has presented testimony before the FERC on electric issues.

Relevant Experience

WHN Consulting — September 2004 to Present

In 2004, established WHN Consulting to provide utility consulting and expert testimony
for energy and water utilities. WHN Consulting is a “complete needs” utility regulation
firm able to provide clients with assistance in all areas of utility rate analysis. Since
2004, WHN Consulting has provided assistance to public utility commissions and state
consumer advocates in over ten state jurisdictions. Some of the topics and issues that
WHN Consulting has presented testimony for include net metering, alternative rate
regulation, revenue requirement calculations in rate cases, class cost of service studies,
rate design, deferred income tax calculations, purchased gas costs, purchased power
costs, and weather normalization studies.

Sequent Energy Management — February 2001 to July 2003

Vice-President of Regulatory Compliance for approximately two years with Sequent
Energy Management, a gas trading and optimization affiliate of AGL Resources. In that
capacity, directed the duties of the regulatory compliance department, and reviewed and
analyzed all regulatory filings and controls to ensure compliance with federal and state
regulatory guidelines. Engaged and oversaw the work of a number of regulatory
consultants and attorneys in various states where Sequent has operations. Identified asset
management opportunities and regulatory issues for Sequent in various states. Presented
regulatory proposals and testimony to eliminate wholesale gas rate fluctuations through
hedging of all wholesale gas purchases for utilities. Also prepared testimony to allow gas
marketers to compete with utilities for the transportation of wholesale gas to industrial
users.

Atlanta Gas Light Company — April 1999 to February 2001

Director of Rates and Regulatory Analysis for approximately two years with AGL
Resources, a public utility holding company serving approximately 1.9 million customers
in Georgia, Tennessee, and Virginia. In that capacity, was instrumental in leading
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Atlanta Gas Light Company through the most complete and comprehensive gas
deregulation process in the country that involved terminating the utility’s traditional gas
recovery mechanism and instead allowing all 1.5 million AGL Resources customers in
Georgia to choose their own gas marketer. Also responsible for all gas deregulation
filings, as well as preparing and defending gas cost recovery and rate filings. Initiated a
weather normalization adjustment in Virginia to track adjustments to company’s revenues
based on departures from normal weather. Analyzed the regulatory impacts of potential
acquisition targets.

Tennessee Regulatory Authority — Aug. 1982 to Apr 1999; Jul 2003 to Sep 2004
Employed by the Tennessee Regulatory Authority (formerly the Tennessee Public

Service Commission) for approximately 19 years, culminating as Chief of the Energy and
Water Division. Responsible for directing the division’s compliance and rate setting
process for all gas, electric, and water utilities. Either presented analysis and testimony
or advised the Commissioners/Directors on policy setting issues, including utility rate
cases, electric and gas deregulation, gas cost recovery, weather normalization recovery,
and various accounting related issues. Responsible for leading and supervising the
purchased gas adjustment (PGA) and gas cost recovery calculation for all gas utilities.
Responsible for overseeing the work of all energy and water consultants hired by the
TRA for management audits of gas, electric and water utilities. Implemented a weather
normalization process for water utilities that was adopted by the Commission and
adopted by American Water Works Company in regulatory proceedings outside of
Tennessee.

Education
B.A, Accounting, Middle Tennessee State University, 1981
MBA, Middle Tennessee State University, 1997

Professional
Certified Public Accountant (CPA), Tennessee Certificate # 7388
Certified Management Accountant (CMA), Certificate # 7880
Former Vice-Chairman of National Association of Regulatory Utility Commission’s
Subcommittee on Natural Gas



‘BJqRlRAR S18UM SSBI OB J0j LOdal/AUOWNSE) MBIA 0] JAQUINN JO)30Q U0 ¥olD FLON

solpiiN 213983 Jo sajey uo siawojsn) Bulislol 19N Yum sanss| Aiolejnfiay jo uonejuasald 5102 siauolssiwog AN Aloeinbay Jo UONEIooSSY [BUOREN INAUVYN
1420} $1509) Jusweoe|doy SINPNNSEAU] JO) ISPIY LUe] 4O upnY LLoe 0 Jo wwo) sa1ag 21Iqnd/ 09 Wb ses uolbuiysepn| oa uobulysepm
61€-4nS "8Lg-M ubisaQ )y PUE SRS JO 1500 SSBID - NPNY 8sED Sjey LioZ pund [ebe7 §Sd/senmn enby| euljoled yuoN
¥I¥SY Ond ubiss( S)BY PUB 921G JO 1S0D SSEID - HpNY ase) ey 1102 ‘USSY SJaMOLS) UONOYD aduaIme 1S/sallin puejlueys
2066 ANS uBisa( 91y PUEB 92IAISS 10 }SO) SSB|D - PNy ase) ey 6002 oY sexa/ABIou3 ui0d 4ol sexa]
DONN-13€¢L0-20 (s1epry ddd) }emod paseyaind B [and Jo #pny juswebeuely pasnaod 6002 oI Jo uoIssIWWOY saliN dlland/oyQ-Absaul 8xnq
HIV-vO-0801-20 ubisa ajey pue 201A198 10 150D SSB|D - IpNY 2se) ajey 8002 19sUNOY ,S39WINSUOD OIYO/OIYQ S0 Ausalle ABlaug uanasp
HIV-SM-I6€060 uBisa @1y pue d2IAI9S JO 10 SSE|D - JIpNY Jse) djey oLoz |esunog ,sJawnsuo) oyo/Auedwod JsjeAn UBSUBWY-OIYC olyo
LSPO-N-0L suoyoesuel| pue sdiysuone(ey SlelWy JOUpNY  LL0Z 0Sd YOA MaN/PUD [eUOlEN|  YHOA MaN
10N-1SE00-60 0102 PUB §00¢ 10} $1500 8N4 0 Ypny [elouBUld oloe Jdd 02IXa|l MBN/ 0D Bo1AISS Dlignd WsIsemyinog|  OdIxely maN
9550-90 sao1j0BId Buiseyoind seo Jo ypny Juswabeuep 1002 WD S0JBWIOY) SIoUl|ll/ SO SES aI0yS YHON % sajdoad stoul|
81£2-6002 ubisaq ajey pue sisoQ s|qemoliy - bull4 Aojdniueg €102 DY eweqefv/sjemalsep (weybuiutng) Aunod uosiaysr eweqe|y
TO0009F ublsa@ 9)ey B ApN)S 221AI8S JO }S0) SSE|D 'aseq ajey ‘SnusAay - IpNY aseD S)By 9102 )Y 898s3UUS | /1emod HodsBury ® 43y
¥2000SH AKlaAooay sjey puE S1S00 ULO)S JO JpNY 5102 Oy sassauUa ] /1amod podsbury g 43y
Z7000S1 Auedwod seS ANRS 10 JlBYyaq uo aSEY ey Jo Uolejuasald 5102 Meg/Aiuedwod seo pasg
SOL00-91 ubisaqg ajey ‘sbuind dn-enu| % 196png jo upny - uoleinbay sanewa)y /102-5102 OV 2assauua ] juopelodio) ABisug sowpy
o¥100-¥1 ubisa@ a)ey pue aseg ajey 'sasuadX3g NP0 'SONUSARY - JpNY SSE) Bley 102 oy aassauus | yuoleiodio ABloug sowny
Z1000%1 XE| SWI0JU| |BIpa4 pala)a@ pajeinwnody Jo Ipny 102 oY 99ssauus | /Auedwio) seo |einen Juowpald
S8000-71 §)500) ainpnuseyu) seo) [einjeN passaidwo) Jo AIsAcoay Jo Jpny 102 Oy 98ssauus [/Auedwo) seo) ednjeN juouipald
ovL00-91 ubisaq a1ey ‘sbulliy dn-snu) 7 1ebpng Jo upny - uonenbey srnewely  L10Z-€10Z 9V sesseuus | /Auedwo) se9 [eJNEN JUOWP3ld
SZ100-9F ubisaq syey ‘sbuli4 dn-enu) @ 196png Jo upny - uonenbay sanews)y £10Z-€102 )Y 89859UUS | AUBAWOD) JaJBAA UBOUISUWY-085S9UUS |
&v000-2F ubisa sjey pue ApniS 20IAISS JO 1500 SSE|D 'aseg 8)eY 'SenuUsASY - PNy 9se)) sjey Z102 OV 98ssauus | /AuBdwos JaJBAN UBILIDWY-395SaUUD |
PPI00-+ 1 ubisa@ ajey ® APNIg S0IAISS JO 1500 SSEID 'SNUBARY - IpNY ase) ajey 1102 OV @8ssauus | /Auedwo) e |einjeN juowpaid
6vEL-aH ainjelsibe 9je)S @9ssaUUa| AU} 210jeq SIS SBD [eInieN [eUisnpu| Jo} uosiadsedoeds 6002 VWO UoieID0SSY sJainoeinuepy eBooueney)
1520050 [enuery uonedo)ly 1509 Jo Ypny 6002 §318/s90In98 [BhUSSST N1 Joislg
S000-20 dnols) Jousaiaju| |eLysnpuj Joj ubisep ajey 1002 dnoug uonuaalsu| sowyy/uonelodio) ABisu3 sowny
1810090 salyN enby Jo [BYaq UO SED SjEY JO UOHBIUSSAl] 9002 salumn enby/samn enby|  eessauusl
Zivied SIewWo)sny ou08|3 Jayio uo Apisqng Jajely 19N Jo 1oedu) Joj JUBYNSUOD [BIIUYDS L zZ102 0OSd Buelsino/salyiin oujoa|g euelsinoT
1€52eS X8}ju3 JuI0dIeIued JO 800T - 200Z Wols sbullid vOd 1o upny L10C 08d eueIsino/ABiaus Julodisjue)
VESCES EPUY JIOdIBIUD JO 800T - 2002 Wol4 sbulild YOd 4o ¥pny 3374 0Sd BUBISINOY/ABISUT JUIOdIBUBD BUE|SINOT
19)%0Q juswubissy Jea) Josuodg/Aiuedwo) aje1s

sase) pojoafos
VdD BAON "H Wel|IM 103 AI0)SIH SSaulm
ONILTASNOD) NHAA




