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Q1.

Al.

Q2.

A2.

Q3.

A3.

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND OCCUPATION

FOR THE RECORD.

My name is Alex L. Bradley. My business address is Office of the Tennessee
Attorney General, UBS Tower, 315 Deaderick Street, Nashville, TN 37243, T am an
Accounting & Tariff Specialist employed by the Consumer Protection and Advocate

Division of the Tennessee Attorney General’s Office.

PLEASE PROVIDE A SUMMARY OF YOUR BACKGROUND AND

PROFESSIONAL EXPERIENCE.

I received a Bachelor of Science in Business Administration with a major in
Accountancy along with a Bachelor of Arts with a major in Political Science from
Auburn University in 2012, T have been employed by the Consumer Protection and
Advocate Division of the Tennessee Attorney General’s Office (Consumer Advocate)
since 2013. My duties include reviewing utility regulatory filings and preparing
analysis used to support Consumer Advocate testimony and exhibits. I have
completed regulatory training sponsored by the National Association of Regulatory

Utility Commissions (NARUC) held by Michigan State University.

HAVE YOU PREVIOUSLY PROVIDED TESTIMONY BEFORE THE

TENNESSEE PUBLIC UTILITY COMMISSION?

No.
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Q4.

A4,

Qs.

AS.

Qe.

A6.

Q7.

A7.

ON WHOSE BEHALF ARE YOU TESTIFYING?

[ am testifying on behalf of the Consumer Advocate of the Tennessee Attorney

General’s Office.

COULD YOU PLEASE SUMMARIZE THE COMPANY’S PROPOSALS

CONTAINED IN ITS PETITION FOR EMERGENCY INTERIM RELIEF?

I would direct you to Mr. David Dittemore’s Testimony page 3, line 11 to page 5, line

8.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to provide a historical analysis of the Company’s
Return on Equity (ROE). My review did not include a more extensive review of the
Company’s books and records that would typically be done in the course of reviewing

a traditional rate case.

IN ADDITION TO THE DOCUMENTS FILED BY THE COMPANY IN THIS

DOCKET DID YOU REVIEW ANY OTHER INFORMATION?

Yes, I also obtained from the Tennessee Public Utility Commission (TPUC) and
reviewed the 2016 Annual Report and the Company’s Quarterly 3.07 reports for all
quarters of 2013 along with the first three quarters of 2014 that were filed with TPUC.
Through Discovery Responses, provided by the Company, I was able to obtain and
review the Quarterly Report for the fourth quarter of 2014 along with the Quarterly

Reports for every quarter of 2015 and 2016.
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Q8.

AS8.

Q9.

A9.

Q10.

A10.

WHAT INFORMATION IS GENERALLLY CONTAINED WITHIN THE

ANNUAL AND QUARTERLY 3.07 REPORTS?

The Company’s Annual and 3.07 Quarterly reports contain reporting values of
revenues, expenses, and investments made by the Company in the relevant reporting
period along with the corresponding period from the prior year. Specifically, the 3.07
Quarterly Reports, attached as Exhibit AB-1, break down revenues from customer
classes and provide an overview of Operations and Maintenance expense along with
balance sheet values for the accounts used to calculate the Company’s current rate

base.

WHAT IS THE PURPOSE OF CALCULATING THE COMPANY’S

HISTORICAL ROE?

Calculating the Company’s earned ROE allows one to create a historical analysis of

the Company’s earnings after the Company has paid all of it expenses.
HOW DID YOU CALCULATE THE COMPANY’S HISTORICAL ROE?

To calculate the Company’s historical ROE, [ began by calculating the Company’s Net
Operating Income (Revenue minus Operating Expenses, Depreciation and Taxes')
using the Quarterly 3.07 reports filed by the Company at TPUC. For each quarterly
report, I calculated the current rate base by taking the current utility plant (plus
applicable additions) minus deductions such as accumulated depreciation and

contributions in aid of construction to derive the current rate base. Once the current

! Certain Quarterly 3.07 Reports contain no Income Tax Expense. In situations where no Income Tax Expense was
given it was computed at the highest statutory rate that would apply to Utilities Inc., representing a conservative
assumption. If TWS is a pass-through entity, zero Income Tax Expense may be appropriate.

3
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Ql1.

All.

rate base is established, I multiplied that value by the Long Term Debt Ratio of
59.36% as established in the Company’s last rate case, TPUC Docket No. 09-00017, to
arrive at the amount of rate base financed by debt?. Once rate base financed by debt
has been calculated, I multiplied that value by the interest rate established in the
Company’s last rate case 6.40%, to derive the interest expense on the rate base debt?.
To derive the Company’s Net Income for the period requires taking the net operating
income minus the calculated interest expense on rate base debt. Once Net Income has
been calculated the Company’s ROE is derived by dividing the Net Income by the
Company’s Equity in rate base (rate base *(100-Long Term Debt Ratio)). Put simply,
ROE is calculated by dividing the Net Income of the Company by the equity

investment of the Company’s shareholders in rate base.

WHAT DID YOU LEARN FROM YOUR REVIEW OF THE ANNUAL AND

3.07 QUARTERLY REPORTS THE COMPANY FILED AT TPUC?

My review of the 3.07 Quarterly reports of the Company are shown in Exhibit AB-2.

Below is a yearly breakdown of the results of my review of the 3.07 Quarterly

Reports.
12 Months Ending Return on Equity % Earning in Excess of
B Approved ROE
December 31, 2013 22.29% $29,459
December 31,2014 17.63% $21,059

2 The debt ratio of 59.36% is also used by the Company in the work papers supporting the surcharges.
3 The interest rate of 6.40% is also used by the Company in the work papers supporting the surcharges.
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Q12.

Al2.

Q13.

Al3.

Q14.

December 31, 2015 19.93% $27,827

December 31, 2016 13.05% $12,238

Specifically, as shown in Exhibit AB-3, in the 12-month period directly preceding the
2016 Wildfires (June 30, 2015 through June 30, 2016) the Company earned a ROE of

approximately 19.91%.

HOW DOES THE ROE COMPARE TO THE ROE APPROVED IN THE

COMPANY’S MOST RECENT RATE CASE?

As set out in Schedule 10 in the Order Approving Settlement Agreement in TPUC
Docket No. 09-00017, TPUC authorized a return on equity of 7.6% for the Company.
Therefore, the ROE earned in the period before the 2016 Wildfires was over twice the
Company’s approved ROE. In fact, the Company ROE exceeded its approved ROE

for every quarter in which information is available.

WHY IS THE COMPANY’S ROE HIGHER THAN THE APPROVED ROE

IMPORTANT?

It is an important factor for TPUC to take into account when evaluating the true
financial position of the Company and whether emergency relief is appropriate in this

Docket in light of its historic financial performance.

TAKING INTO ACCOUNT THE ROE, SHOULD THE COMPANY’S

PETITION BE APPROVED?
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Al4.

Q15.

AlS.

Ql1e.

Al6.

No. I concur with the elements necessary to consider an emergency petition set forth

in Mr. David Dittemore’s Testimony on page 6, line 1 to page 8, line 26.

DO YOU HAVE ANY FINAL CONCERNS WITH THE COMPANY’S

PROPOSAL?

Yes, I have specific concerns regarding the assumptions used to calculate the Interim

Emergency “Make-Whole” Surcharge.

PLEASE ELABORATE ON THE ASSUMPTIONS USED TO CALCULATE

THE INTERIM EMERGENCY “MAKE-WHOLE” SURCHARGE.

Per the Company’s original Petition the proposal for the Interim Emergency “Make-
Whole” Surcharge was $14.26 per “inactive customer” for a period of 12 months. On
October 24, 2017, the Company filed a proposed tariff with TPUC that led to a new
proposed surcharge rate for this rider. Per the newly provided tariff, the Company
calculates the proposed Interim Emergency “Make-Whole” Surcharge by taking the
difference between the total customer base before the 2016 Wildfires of 565 and then
subtracting the amount of “active” customers of 160 to come to the number of
“inactive” customers. The Company then takes the amount of projected revenue
shortfall to cover Operations & Maintenance expense, in this case they projected a
shortfall of $80,860, and divides it by the number of “inactive” customers to derive at
an amount due per “inactive” customer of $199.65; finally, the Company divides that

number by 18 to arrive at the proposed monthly surcharge requirement of $11.09.
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Q17.

Al7.

Total customers before the 2016 Wildfires (565) —
Total “Active” Customers as of August 2017 (160) =

405 (number of “inactive” customers)

Projected revenue shortfall ($80,860) divided by
“Inactive” customers (405) = $199.65.

$199.65 divided by 18 = $11.09

PLEASE EXPLAIN YOUR CONCERNS REGARDING THE COMPANY’S
CALCULATION OF THE PROPOSED INTERIM EMERGENCY “MAKE-

WHOLE” SURCHARGE.

[ have two concerns with the Company’s calculation of the proposed interim

emergency “Make-Whole” Surcharge:

(1) The Company projects a growth in “active” customers of ten per month while
not making a corresponding reduction in “inactive” customers. Without making the
monthly adjustment to the “inactive” customer count as customers move from
“inactive” status to “active” status and using the corrected $11.09 “inactive”

customer surcharge the Company would see an under collection of $18,967.

(2) The Company makes no provision for customer disconnects from the water
system which would then make them ineligible for the proposed “inactive”
customer surcharges. Hypothetically, if 25% of the “inactive” customers were to
cancel service, the Company would see an under collection of $47,168 using the

corrected $11.09 “inactive” customer surcharge.



The support for these calculations are shown in Exhibit AB-4.

Q18. DOES THIS CONCLUDE YOUR TESTIMONY?

A18. Yes, however, I reserve the right to correct, amend or add to my testimony if new

information becomes available or if I identify an error.



EXHIBIT AB-1
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Exhibit AB-1

TRA Form -3.07 Page 2ol 3
COMPANY NAME: Tennessee Water Service, Ine.
QUARTER ENDING: March 31,2013
Type of Customer Number billed at end of period
Line # Meter Size Residential Commerclal Industrlal Other Total
17
18 5/8" 549 549
19 3/4"
20 1" 2 2
21 11/2" 1 1
22 2"
23
Totals 552 552
Instructions:

1. This report Is required for all companies that had nperating revenues in excess of $100,000 during the preceeding year, but less
than $1,500,000 per TRA Rule 1220-4-1-.10, Type amounts onto spreadsheet and file report slxty days after the reported ending date.

2, Show amounts rounded to the nearest dollar.

3. List other customers listed in the meter section under the "Remarks" section below.

4. Putany additional comments in the "Remarks" section belaw.

REMARKS

None

I certify that to the best of my knowledge and belief this is a true and correct report,

9
L Yy 2P
Date: 09/23/13 Signature: (,Aqﬂ, pg..’:'j' ;?/‘/’d —

Name Typed: Chiristine Kim

Title: Assistant Controller

Ph. # (847) 498-6440




SUPPLEMENTAL FINANCIAL DATA TO TRA FORM (PSC-3.07)
FOR THE QUARTER ENDED: March 31,2013

Line #

PN =

[ NNoy |

10
11
12

13
14
15
16
17
18
19
20
21
22
23

24

25

All amounts should be calcul

Additions:

Plant-In-Service

Plant Under Construction

Property Held For Future Use

Materials and Supplies

Other Addltions (ltemize):
Working capital allowance

Total Additlons

Deductions:
Accumulated Depreciation
Accumulated Deferred Income Taxes
Unamortized Investment Credit - Pre-1971
Customer Deposits
Other Deductions (Itemize):

CIAC

Total Deductions

Rate Base (Line 8 less line 16)
Net Operating Income (NOJ)
AdJustments to NOI (ltemize):

Other Income/expense
Interest

Adjusted Net Operating Income

Rate of Return (Line 24 divided by line 17)

for this company.,

CONTINUING SURVEILLANCE CONSIDERATIONS: |

Exhibit AB-1

Page 3 0of 3
Current Average
Quarter For 12 M'TD
$ 1,728,316 1,724,620
3,745 4,297
$ 1,732,060 1,728,917
387,019 379,563
99,853 99,422
1,964 1,982
0 (698)
732,295 737,940
$ 1,221,130 1,218,210
$ 510,930 510,707
$ 14,866 15,767
(5.384) (5,367)
$ 9,482 10,401
1.86% 2.04%

ated in a manner consistent with the last Rate Order issued by the Authority

:stimate the effect on net operating income of vury

sipnificantly known chanpes occurving within the period covered by this report which are not fully rieflected in
the revenue and expense anfounts shown i the report.
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TRA Form - 3,07

COMPANY NAME:

Tennessee Water Service, Ine.

QUARTER ENDING: June 30,2013

Type of Customer

Number billed at end of period

Line # Meter Size Resldential Commercial Industrial Other Tolal
17
18 5/8" 552 552
19 3/4"
20 1" 2 2
21 11/2" 1 1
22 2"
23

Totals 558 555

Instructions:

Exhibit AB-1

Page 2 of 3

1. 'This repart is required for all campanies that had operating revenues in excess of $100,000 during the prececding year, but less
than $1,500,000 per TRA Rule 1220-4-1-,10, Type amounts onto spreadsheet and file report sixty days after the reported ending date,

2, Show amounts rounded to the ncarest dollar,

3. List other customers listed In the meter section under the "Remarks" scction below.

4. Putany additional comments in the "Remarks" section below,

REMARKS

None

[ certify that to the best of my knowledge and belief this is a true and correct report.

Date: 09/23/13

Signature;
Name Typed:
Title:

Ph. #

Christine Kim

Assistant Controller

(847) 498-6440




SUPPLEMENTAL FINANCIAL DATA TO TRA FORM (PSC-3.07)
FOR THE QUARTER ENDED; June 30,2013

Line #

~N oG AW N =

[ee]

10
11
12

13
14
15
16
17

18

19
20
21
22
23

24

25

All amounts should be calculated in « manner consistent with the last R

Additions:

Plant-In-Service

Plant Under Construction
Property Held For Future Use
Materials and Supplies

Other Additions (Itemize):
Working capital allowance

Total Additlons

Deductions:
Accumulated Depreciation
Accumulated Deferred Income Taxes
Unamortized [nvestment Credit - Pre-1971
Customer Deposits
Other Deductlons (Itemize):

CIAC

Total Deductions
Rate Base (Line 8 less line 16)

Net Operating Income (NOI)
Adjustments to NOI (Itemize):
Other income/expense
Interest

Adjusted Net Operating Income

Rate of Return (Line 24 divided by line 17)

for this company.

CONTINUING SURVEILLANCE CONSIDERATIONS:

Exhibit AB-1

Page 3 of 3
Current Average
Quarter For 12 MTD
$ 1,735,097 $ 1,727,562
3,745 4,268
$ 1,738,841 $ 1,731,830
392,145 384,337
99,856 99,640
1,952 1,970
0 (545)
728,531 734,177
$ 1,222,483 $ 1,219,578
$ 516,358 $ 512,251
$ 27,931 $ 15,620
(5,411) (5.347)
$ 22,520 $ 10,233
4.36% 2.00%

ate Order issued by the Authority

Estimate the effect on net operating income of very

sighificantly known changes occurring within the petiod covered by this report which are not fully reflected in
the revenue and expense amounts shown in the report,
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TRA Form - 3,07

COMPANY NAME:

Teunessee Water Service, Inc.

QUARTER ENDING: September 30, 2013
Type of Customer Number billed at end of period

Line # Meter Size Residentlal Commercfal Industrial Other Total
17
18 5/8" 553 553
19 3/4"
20 1" 2 2
21 11/2" 1 1
22 2"
23

Totals 556 556

Instructions:

1, This report is required for all companies that had operating revenues in excess of $100,000 during the preceeding year, but less
than $1,500,000 per TRA Rule 1220-4-1-.10. Type amounts onta spreadsheet and file repart sixty days after the reported ending date,

2. Show amounts rounded to the nearest dollar.

3. List other customers listed In the meter section under the "Remarks” section below.

4, Put any additional comments in the "Remarks" section below,

REMARKS

None

[ certlfy that to the best of my knowledge and belief this is a true and correct report,

Date: 12/30/13

Sighature;

Name Typed: Christine Kim
Title: Assistant Controller
Ph. # (847) 498-6440




SUPPLEMENTAL FINANCIAL DATA TO TRA FORM (PSC-3.07)
FOR THE QUARTER ENDED: September 30,2013

Line #

HW N e

[ R ég ]

9
10
11
12

13
14
15
16
17

18

19
20
21
22
23

24

25

Additions:

Plant-In-Service

Plant Under Construction

Property Held For Future Use

Materials and Supplies

Other Additions (Itemize):
Working capital allowance

Total Additions

Deductions:
Accumulated Depreciation
Accumulated Deferred Income Taxes
Unamortized Investment Credit - Pre-1971
Customer Deposits
Other Deductions (Itemize):

CIAC

Total Deductions
Rate Base {Line 8 less line 16)

Net Operating Income (NOI)
Adjustments to NOJ (ltemize):
Other income/expense
Interest

Adjusted Net Operating Income

Rate of Return (Line 24 divided by line 17)

Exhibit AB-1

Page 3 of 3
Current Average
Quarter For 12 MTD
$ 1,740,739 1,732,933
5,448 4,295
$ 1,746,187 1,737,228
399,051 390,161
99,855 99,856
1,940 1,958
0 (325)
724,768 730,413
$ 1,225,613 1,222,063
$ 520,574 515,165
$ 32,274 17,371
(5,293) (5,344)
$ 26,980 12,027
5.18% 2.33%

All amounts should be calculated in a manner consistent with the last Rate Order issued by the Authority
for this company.

CONTINUING SURVEILLANCE CONSIDERATIONS: Estimale the effect on et operating income of very
significantly known changes occurring within the period covered by this report which are not fully reflected in
the revenue and expense amounts shown in the report.



1-gv Hquyxg

109 WAL 10U 1% |
192 wI2] -SuvT -

{£2%'16) (#67'971) (£z6'¥01) (19972%1) sfurLEey paurIaN-6F

(38797 (9:8'292) (828'7927) (8£9'297) 33015-(e11d®) Ut prry-aE

{0001) (00071} (o001} (000'1) WIS w8 |

HIMS PIIIR0I4-97 |

WUO) J0J SIIURAD Y IMETIENTEE

(985'¢H2) {1£5'822) (as09e2) (Fo0'122] UOGINISUGYD JO PIV U} SRR HHOT B

(1 'es) (orz'cre} (858'66) (195%s1} B AWOI) PRLIFFLEE |

(1007) (zse'1) (9261} (i26'1) P32] UIURSIAY| PITRIOWEN-TE

sanddng 3 SpRiERIN-TE )

(196'0.€) (81£7168) (0£4°Z8E) (e07"00%) vonepasdag patenunasy-as |

IS 9JMNJ J0) PIOH L@ ] “{E

waunsnlpy uonusmbay weld MRS

§59130.19 U1 IO UORITLOSUOTD- 7 |

ZESE2LT PETLELT 8LSLTLT 0699421 2ITAIAS UL JUEY A3
FLEYY 183, eI} awax
(i) gL mE] Sl *SWI1| 193Y5 3dUR[EY PRAIII|IS

3v13-0 LVRUDY C1 30] aneaany RIUCH-ZL 1701 4064 i

2Z aun oy 1unowe Aue WIS IGO0 OP S, saideyaqnsj)

££T9S 9b'E9 £L2'9S €9 (885's) (sz9'11) (£2 78 02 B4 § saMIW H 3ur) AwodL) FunesadIsN-5Z
LEETE 589TE 509°7¢ TEN'SE SRGHE {TTynanp 17 £307]) Searp (ol
z217al B S5OYE foret IH9EE _{60¥) soxe aweIu|-2T
LEEHT SE0'8 SEO8 IR ST (80%) AWodu) UEYE B SN -T7
G4l 5$.'01 Sv91 S4EY ZEEY F5ITTY UGHREIIEO- (r
£0T91T SOR'ECT S0FEGT Lo&'es 1958 {B1o1 5 sour]) sesuadag oumunE % vogesdg Mo L-67
819'1E £10°8¢ 819'1¢ £10'8E 987, £59'6 (5£5) asuadx3 snoauenassiy-51

1907 +EVY 19272 HEHY 69 SST°C (029} asuadx3 193¢ peg-g

082°01 0 087°01 1 vZ0'1 Q (599) asvadx3 voissiwon Lorenday-£ 1
w2y 260°S ey z60°S 22T <1 (§59) asuadxg aauesnsu|-91
1z £Z 1z €z 8 6 (059} asuadxg uonesnodsueiy-cp
9¢6T 286 SL6'T 2861 8YET 69¢1 (0v9) asuadxy suay-y 1
7£78 ££L8 ETe £EL'8 1s12 S+ {9E9) 1BY1(-5301435 |ENIR QUL -3E ]
EL0y (4443 jadind ZLE'E £96 1801 (s£9) Junss1-sa1mas jendenuo)-ge1
#H1L 886 P11 486 3 ¥4 [¥43 {1£9) [BU01SS5j0.2d-S321ATIE |2NOERUOTY-SF |
{0£9) Aui||1g-sa21ag [ENIENUOY-F
€541 521 €501 (S5 8 26 0ss (029) sanddng pue sjruareyy 7t
|Sxard 81¢ €72 s1% SETT 157 (819) simrwayy-11
(919) uerInpoug Jamud 204 an4-01

1€2°11 07021 1E21% 0z0zt 950 6v9°1 (S19) 39mod paseysatid-y
1L L06'22 £17'4e L06'TL £/5°81 1SEPT (019) 2vauneal] J93esp PISEYILTH R
0SES 10901 0SE'6 100°01 %2 6897 ($09) s1yaUag B suoISUIg 3945)dwig-2
09V'E 90S% 094°E 90s°¢ €06 17 (£09) s1a3u0-s33e Mg SBLLRIRR-%
965°H 2Le 08 P6YH s’y <501 gzvot (109) sashordurz-saBesy 7y satiejes-g
IRSUSINT AvuTUIILTy T vonesdn

EBSTIZE B899 E8SLZE 635 ITE EST92 {f, ydnoay: 1 aur} ssnuanay Bunesadg w0l 4
S08'T [Z2-9¢ seet vEG'L 585 anuaazi s - gz
819 758'S 8189 2585 1491 950’1 S2UNOISIP PINBFIOS -'BE
SANUBAIY JIN0-T
S3TRS [RI21AWINOD-7
096'71% €0E'51¢€ 096'21E £0£°615 979°EL ELSWL SIS [ROUIPISIY -]
Jeal 1233 Jeap 1834 J=ay deay SanUDAIY Fufelads

157 Skl 1se] sl 1527 SHL

SYIIOIN-Z 1 158 S04

S[PI0,[ 312( 01 JBIL

iattnady 1Ua1IGT 10) Hmal

SAINVIWOD HIALYM 404 SLNIWISIANI ‘ONY SISNIAXT ‘SINNIATY JO LHOLIHY ATHILAYND

£J0 1 3deq

£10Z '1£ Joquadag ONTONA ALY

U 9214195 JaIE M, 39553TDI) AWYN ANYSWOD

20§ - uisnd {3



Exhibit AB-1

TRA Form - 3.07 Page 2 of 3
COMPANY NAME: Tennessee Water Service, Inc.
QUARTER ENDING: December 31, 2013
Type of Customer Number billed at end of period
Line # Meter Size Residential Cammercial Industrial Other Total
17
18 5/8" 557 557
19 3/4"
20 1" 2 2
21 11/2" 1 1
22 2"
23
Totals 560 560

Instructions:

1, This report is required for all companies that had operating revenues in excess of $100,000 during the preceeding year, but less
than $1,500,000 per TRA Rule 1220-4-1-.10. Type amounts onto spreadsheet and file report sixty days after the reported ending date.

2. Show amounts rounded to the nearest dollar,
3. List other customets fisted in the meter section under the "Remarks" section below.,

4. Putany additlonal comments in the "Remarks" sectlon below,

REMARKS .

None

| certify that to the best of my knowledge and belief this is a true and correct report,

Date:  03/18/14 Signature: (ﬁléw;ﬁz—?W’Z’—'\

Name Typed: Christine Kim

Title: Assistant Controller

Ph. # (BA7) 49-6440)




SUPPLEMENTAL FINANCIAL DATA TO TRA FORM (PSC-3.07)

FOR THE QUARTER ENDED: December 31,2013

Line#

Additions:

1 Plant-In-Service

2 Plant Under Construction

3 Property Held For Future Use

4 Materials and Supplies
Other Additions (ftemize):

5 Working capital allowance

6

7

8 Total Additions

Deductions:
9 Accumulated Depreciation
10 Accumulated Deferred Income Taxes
11 Unamortized Investment Credlt - Pre-1971
12 Customer Deposits
Other Deductions (Itemize):
13 CIAC
14
15

16 Total Deductions
17 Rate Base (Line 8 less line 16)

18 Net Operating Income (NOI)
Adjustments to NOI (Itemize):

19 Other income/expense
20 Interest

21

22

23

24 Adjusted Net Operating Income

25 Rate of Return (Line 24 divided by line 17)

Exhibit AB-1

Page 3 of 3
Current Average

Quarter For 12 MTD
$ 1,746,890 1,737,761
4,047 4,246
$ 1,750,937 1,742,007
400,206 394,605
134,561 108,531
1,927 1,946
0 0
721,004 726,650
$ 1,257,699 1,231,732
$ 493,238 510,275
$ (11,625) 15,862
600 150
(5,223) (5,328)
$ (16,248) 10,684
-3.29% 2.09%

All amounts should be calculated in a manner consistent with the last Rate Order issued by the Authority

for this company.

CONTINUING SURVEILLANCE CONSIDERATIONS: Estimate the effect on net operating income of very
significantly known changes occurring within the period covered by this report which are not fully reflected in

the revenue and expense amounts shown in the report,
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Exhibit AB-1

TRA Form - 3.07 Page 2 of 3
COMPANY NAME: Tennessee Water Service, Inc,
QUARTER ENDING: March 31, 2014
Type of Customer Number billed at end of period
Line # Meter Size Residential Cammercial Industrial Other Total
17
18 5/8" 570 570
19 3/4"
20 1" 2 2
21 11/2" 1 1
22 2"
23
Totals 573 573
Instructions:

1. This report is required for all companies that had operating revenues in excess of $100,000 during the preceeding year, but less
than $1,500,000 per TRA Rule 1220-4-1-.10. Type amounts onto spreadsheet and file report sixty days after the reported ending date.

2. Show amounts rounded to the nearest dollar.
3. List other customers listed in the meter section under the "Remarks” section below.

4, Put any additional comments in the "Remarks" section below.

REMARKS

None

[ certify that to the best of my knowledge and belief this is a true and correct report,

Date: 04/25/14 Signature:
Name Typed: Helen Lupton
Title: Financial Planning & Analysls Manager

Ph. # (704) 319 0502




SUPPLEMENTAL FINANCIAL DATA TO TRA FORM (PSC-1.07)

FOR THE QUARTER ENDED: March 31,2044

bined

Ll
(]
|
|

10
1
12

[K]
14
15

1%
20
K

2
3

24

5

Addivons;

Mlant-In-Se1 vice

Plant Under Constiuction
Property Hold Foy Future Use

Matei [als and Supplies

Other Addltions [ltemize):
Working canital allowance

Tatal Adultions

Deductlans:
Accumulated Deprecintion
Accumulated Deferred Incame Taxes
Unamortized Investment Credit - Pre- 1971
Customa Deposits
Other Deductions [Iteimize):

ClacC

Total Dedurtiany

Ralc Base (Line @ lestline 16}
Net Operating Income (NOI)
Adjusimenis (& NOI ((temize):

Qthe: Income/expense
Interest

Adjusteil Nel Operating kicome

Rate af Return (LIne 24 divided by line 17)

Pare 3 of3
Qurrant Average
Yuarler For 12 MTD
$ 1,754,195 § 1.744.230
5.5U5 4706
$ 1,759,780 3 1,248,937
405,796 399,300
134557 117,207
1918 1,934
Q 0
717240 722,486
s 1.259,508 $ 1241326
$ 500,271 $ 507,611
$ 10401 $ 14,745
[&13 149
(+,266) (5,048)
$_ $ 1 b
1,26% 1.95%

All amounts should be calculaied In a manner conslstent with the last Rate Order issued hy the Aulhority
for this campany.

CONTINUING SURVEILLANGE CONSIDERATIONS: Estimate the effect on net operating Income of very
slgnifcantly known changes occurring within the period covered by this | epait which a1e nct fully reflected In

the 1evenue and expense amounts shown |n the repoit,

Exhibit AB-1

Iaeg Wwelcuctvoy

Column F I3 sum of the amounts from column D for 3
pravious qusrters and this gtr {column D),

Column D; Balunce sheet Items fi om year lo date trial halance. The Income statement ltems
are from the rolling 1% Incame slatement

Nel Opiaraung Incoms s entared as positive

Column 1570 Net Income far this quartar - sez 13 mo [§
(NI showlng as positlve, net loss negstive)
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Exhibit AB-1

TRA Form - 3.07 Page 2 of 3

COMPANY NAME: Tennessce Water Service, Inc.
QUARTER ENDING: June 30,2014

Type of Customer Number billed at end of period

Line # Meter Size Resldential Commerclal Industrial Other Total
17
18 5/8" 572 572
19 3/4"
20 1" 2 2
21 11/2" 1 1
22 2"
23

Totals 575 575

Instructions:

1. This report is required for all companies that had operating revenues in excess of $100,000 during the preceeding year, but less
than $1,500,000 per TRA Rule 1220-4-1-,10. Type amounts onto spreadsheet and file report sixty days after the reported ending date.

2, Show amounts rounded to the nearcst dollar.
3. List other customers listed in the meter section under the "Remarks” section below,

4, Put any additlonal comments in the "Remarks" section below,

REMARKS

None

[ certify that to the best of my knowledge and belief this is a true and correct report,

Digitally signed by Helen Lupton
Date: 2014,08.12 15:14:55 -04'00'

Date: 08/12/14 Signature;
Name Typed: Heleu Luplon
Title: Financial Planning & Analysis Manager

Ph. # (704) 319-0502




SUPPLEMENTAL FINANCIAL DATA TO TRA FORM (PSC-3.07)

FOR THE QUARTER ENDED: June 30,2014

Line #
Additions:
1 Plant-In-Service
2 Plant Under Construction
3 Property Held For Future Use
4 Materials and Supplies
Other Addltions (Itemize):
] Working capital allowance
6
7

8 Total Additions

Deductions:
9 Accumulated Depreciation
10 Accumulated Deferred Income Taxes
11 Unamortized Investment Credit - Pre-1971
12 Customer Deposits
Other Deductions (Itemize):
13 CIAC
14
15

16 Total Deductions
17 Rate Base (Line 8 less line 16)

18 Net Operating Income (NQT)
Adjustments to NOT (Itemize):

19 Other income/expense

20 [nterest

21

22

23

24 Adjusted Net Operating Income

25  Rateof Return (Line 24 divided by line 17)

Exhibit AB-1

Page 3 of 3
Current Average
Quarter For 12 MTD
1,762,338 1,751,041
29,083 30,594
1,791,422 1,781,635
410,629 403,921
134,553 125,882
1,903 1,921
0 0
713,477 719,122
1,260,561 1,250,846
530,860 530,789
26,054 56,878
0 756
(4.563) (19,345)
21,491 38,289
4.05% 7.21%

All amounts should be calculated in a manner consistent with the last Rate Order issued by the Authority

for this company.

CONTINUING SURVEILLANCE CONSIDERATIONS: Estimate the effect on net operating income of very

significantly known changes occurring within the period covered by this report which are not fully reflected In

the revenue and expense amounts shown in the report.

1
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TRA Form - 3.07

COMPANY NAME;
QUARTER ENDING:

Tennessee Water Service, Inc.

September 30, 2014

Type of Customer Number bllled at end of period

Line # Meter Size Residential Commercial Industrial Other Total
17
18 5/8" 559 559
19 3/4"
20 1" 2 2
21 11/2" 1 1
22 2"
23

Totals 562 562

Instructions:

1. This report is required for all companics that had operating revenucs in excess of $100,000 during the preceeding year, but less
than $1,500,000 per TRA Rule 1220-4-1-.10. Type amounts onto spreadsheet and file report sixty days after the reported ending date.

2. Show amounts rounded to the nearest dollar.

3. List other customers listed in the meter section under the "Rernarks"” section below,

4. Pulany additional comments in the "Remarks” section below.

REMARKS

None

1 certify that to the best of my knowledge and belief this is a true and correct report.

Date:

10/23/14

Digitally signed by Helen Lupton
Date: 2014.10.23 16:10:33 -04'00'

Signature:
Name Typed: Helen Lupton
Title: Financlal Planning & Analysis Manager

Ph. # (704) 319-0502




SUPPLEMENTAL FINANCIAL DATA TO TRA FORM (PSC-3.07)

FOR THE QUARTER ENDED: September 30, 2014

Line #
Additions:
1 Plant-In-Service
2 Plant Under Construction
3 Property Held For Future Use
4 Materials and Supplies
Other Additlons (Itemize):
5 Working capital allowance
6
7

8 Total Additions

Deductions:
9 Accumulated Depreciation
10 Accumulated Deferred Income Taxes

11 Unamortized [nvestment Credit - Pre-1971
12 Customer Deposits
Other Deductions ([temize):
13 CIAC
14

15
16 Total Deductions
17 Rate Base (Line 8 less line 16)

18 Net Operating Income (NOT)
Adjustments to NOI (Itemize):

19 Other income/expense

20 [nterest

21

22

23

24 Adjusted Net Operating Income

25 Rate of Return (Line 24 divided by line 17)

Exhibit AB-1

Page 3 of 3
Current Average
Quarter For 12 MTD
1,765,526 1,757,237
35,114 30,889
1,800,640 1,788,126
418,778 408,852
134,557 134,557
1,891 1,909
0 0
709,713 715,359
1,264,938 1,260,677
535,702 527,449
21,229 45,832
150 906
(4,278) (18,330)
17,100 28,408
3.19% 5.39%

All amounts should be calculated in a manner consistent with the last Rate Order issued by the Authorlty

for this company.

CONTINUING SURVEILLANCE CONSIDERATIONS: Estimate the effect on net operating income of very

significantly known changes occurring within the period covered by this report which are not fully reflected in

the revenue and expense amounts shown in the report.

1 None
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EXHIBIT AB-2



Line #

L R R T R

29

3
32
33
34
35
36

TN Attorney General - Consumer Protection and Advocate Division
Calculation of Return on Equity of
Tennessee Water Services
For the Twelve Month Period Ending March 31, 2013
Source: TWS Form 3.07 q1 2013

Income Statement
Residential Sales
Commercial Sales
Foreited Discounts
Misc. Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Cominission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base
Utility Plant in Service
Advances in Aid of Construction
Gen, Ledger Add /Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total
Less Deductions:

Customer Deposits
Accumulated Depreciation
Unamortized Investment Credit
Pro Forma Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax

Total Deductions

Rate Base (Line 36- Line 43)

Long Term Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49 / Line 51)

Authorized Return on Equity
Authorized Return (Line 51 x Line 53)
Return Over Authorized Return on Equity (Line 49 - Line 54)

Settlement Workpapers (09-00017)
Average |12 MTD

Exhibit AB-2

Company

12 Months

Ending

$

310,310

6,916
1,615

_—

$

$

318,841

44,700
3,690
9,379

11,442

74,048

1,730
705
13,904
1,970
25
4,598

7,207

1,468
31,364

—_—

$

$
$
5

$

$

§

$

$

$

$
$

$

$
$

206,230
16,754
14,661
18,127

255,772

63,069

1,728,316

4297 B/
1,732,613

387,019
1,964
732,295
99,853
1,221,131

511,482
59.36% A/
303,616
6.40% A/
19,431
43,638
40.64% A
207,866
20.99%

7.60% A/
15,798
27,840
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TN Attorney General - Consumer Protection and Advocate Division
Calculation of Return on Equity of

Tennessee Water Services

For the Twelve Month Period Ending June 30, 2013

Source: TWS Form 3.07 q2 2013

Income Statement
Residential Sales
Cominercial Sales
Foreited Discounts
Misc. Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base

Utility Plant in Service
Advances in Aid of Construction
Gen. Ledger Add /Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total

Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized Investment Credit
Pro Forma Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax

Rate Base (Line 36- Line 43)

Long Term Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49 / Line 51)

Authorized Return on Equity
Authorized Return
Return Over Authorized Retum on Equity

Settlement Workpapers (09-00017)
Average 12 MTD

Total Deductions

Exhibit AB-2

Company
12 Months
Ending
30-Jun-13

$ 309,301

6,258
1,790

———

$ 317,349

§ 42,666
3,975

9,210
11,816
74,391

1,730
1,137
13,862
1,959
30
4822

4,133

1,421
33,676

$ 204,828
16,776
15,140

$ 18,127
§ 254871

§ 62478

$ 1,735,097

4,268 B/

$ 1,739,365
$ -
392,145
1952
728,531
99,856
$ 1,222,484
$ 516,881
59.36% A/
$ 306,821
6.40% A/
$ 19,637
§ 42,841
40.64% A/
$ 210,060
20.39%
7.60% A/
$ 15,965
$ 26877
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TN Attorney General - Consumer Protection and Advocate Division
Calculation of Return on Equity of
Tennessee Water Services
For the Twelve Month Period Ending Septemeber 30, 2013
Source: TWS Form 3.07 g3 2013

Income Statement
Residential Sales
Commercial Sales
Foreited Discounts
Misc. Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base
Utility Plant in Service
Advances in Aid of Construction
Gen. Ledger Add./Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total
Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized Investment Credit
Pro Forma Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax
Total Deductions

Rate Base (Line 36- Line 43)

Long Tenn Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49 / Line 51)

Authorized Return on Equity
Authorized Return
Retum Over Authorized Return on Equity

Settlement Workpapers (09-00017)
Average 12 MTD

Exhibit AB-2

Company

12 Months

Ending

30-Sep-13

$

318,356

6,127

1,694

326,177

41,119
4,138
9,558

13,426

77,129

1,223
891
12,717
1,961
23
4,945

1.024

2,348

35,648

206,150
16,810
15,608
18,127

256,645

i 69,482

$ 1,740,739

4,295 B/

$ 1,745,034

$

399,051
1,940

724,768
99,855

$1,225,614

$

519,420
59.36% A/
308,328
6.40% A/
19,733
49,749
40.64% A/
211,092
23.57%

7.60% A/
16,043
33,706
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54
55

TN Attorney General - Consumer Protection and Advocate Division
Calculation of Return on Equity of

Tennessee Water Services

For the Twelve Month Period Ending December 31, 2013

Source;: TWS Form 3.07 q4 2013

Income Statement
Residential Sales
Commercial Sales
Foreited Discounts
Misc, Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base

Utility Plant in Service
Advances in Aid of Construction
Gen. Ledger Add./Capitalized Time
Cash Working Capital
Working Capital Aliowance
Materials and Supplies
Regional Office Allocation
Total

Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized Investment Credit
Pro Forma Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax

Rate Base (Line 36- Line 43)

Long Term Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49 / Line 51)

Authorized Return on Equity
Authorized Return
Return Over Authorized Return on Equity

Settlement Workpapers (09-00017)
Average 12 MTD

Total Deductions

Exhibit AB-2

Company

12 Months

Ending

31-Dec-13

$

319,303

5,552
1,834

—_—

$

326,689

40,972
3,506
10,001
12,020
72,907
318
1,349
13,193
1,982
23
5,002

4,434

38,013

$

$

$

203,810
16,745
8,035
34,654
263,244

63,445

1,746,890

4,246 B/

1,751,136

400,206
1,927

721,004
134,561
1,257,698

493,438
59.36% A/
292,905
6.40% A/
18,746
44,699
40.64% A/
200,533
2229%

7.60% A/
15,241
29,459
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TN Attorney General - Consumer Protection and Advocate Division
Calculation of Return on Equity of

Tennessee Water Services

For the Twelve Month Period Ending March 31, 2014

Source: TWS Form 3,07 q1 2014

Income Statement
Residential Sales
Commercial Sales
Forfeited Discounts
Other Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOT")

Rate Base

Utility Plant in Service
Advances in Aid of Construction
Gen, Ledger Add./Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total

Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized Investment Credit
Pro Forma Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax

Rate Base (Line 36- Line 43)

Long Term Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income {Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49 / Line 51)

Authorized Return on Equity
Authorized Return
Retun Over Authorized Return on Equity

Settlement Workpapers (09-00017)
Average 12 MTD

Total Deductions

Exhibit AB-2

Company
12 Months
Ending

31-Mar-14

$ 336,760

6,001
1,784

$ 344,545

$ 41,107
3,039
10,304
13,567
88,090
162
952
12,968
2,118
19
5,420

6,546
41,402

$ 225,894

17,096
7,921
5 34,654

S 285365
S sso80

$ 1,754,195

4,706 B/

$1,758,901

$ :
405,796
1915

717,240
134,557
$ 1,259,508

$ 499,393
59.36% A/

$ 296,440
6.40% A/

$ 18,972

§ 40,008
40.64% A/

$ 202,953
19.71%

7.60% A/
3 15424
$ 24,583
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TN Attorney General - Consumer Protection and Advocate Division
Calculation of Return on Equity of

Tennessee Water Services

For the Twelve Month Period Ending June 30, 2014

Source; TWS Form 3.07 q2 2014

Income Statement
Residential Sales
Commercial Sales
Forfeited Discounts
Other Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base

Utility Plant in Service
Advances in Aid of Construction
Gen. Ledger Add./Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total

Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized Investment Credit
Pro Forma Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax

Rate Base (Line 36- Line 43)

Long Tenm Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Retum on Equity (Line 49 / Line 51)

Authorized Return on Equity
Authorized Return
Retum Over Authorized Return on Equity

Settlement Workpapers (09-00017)
Average 12 MTD

Total Deductions

Exhibit AB-2

Company

12 Months

Ending

30-Jun-14

$

345,690

6,131
1,754

— e

$

$

$

$

@

353,575

42,184
3,104
9,993

14,562

97,644

362
706

13,008

2,257
12
5459

5,873
41,277

236,441

17,292
8312
34,654
296,699

56,876

1,762,338

30,594 B/

1,792,932

410,629
1,903

713477
134,553
1,260,562

532,370
59.36% A/
316,015
6.40% A/
20,225
36,651
40.64% A/
216,355
16.94%

7.60% A/
16,443
20,208
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TN Attorney General - Consumer Protection and Advocate Division
Calculation of Return on Equity of

Tennessee Water Services

For the Twelve Month Period Ending Septemeber 30, 2014

Source: TWS Form 3.07 q3 2014

Income Statement
Residential Sales
Commercial Sales
Forfeited Discounts
Other Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base

Utility Plant in Service
Advances in Aid of Construction
Gen. Ledger Add./Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total

Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized Investment Credit
Pro Forma Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax

Rate Base (Line 36- Line 43)

Long Term Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Incomne (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49 / Line 51)

Authorized Return on Equity
Authorized Return
Retum Over Authorized Return on Equity

Settiement Workpapers (09-00017)
Average 12 MTD

Total Deductions

Exhibit AB-2

Company
12 Months
Ending

30-Sep-14
$ 337,871

5,615
1,825
$ 345311

$ 43376
2,984
10,224
14,051
99,796
318
644
13,608
9,534
(18)
5,639

4,519

33,852

$ 238527
17717
8,582
34,654
200480
45831

v

$ 1,765,526

30,889 B/

$1,796,415

418,778
1,891

709,713
134,557
$ 1,264,939

$ 531476
59.36% A/
$ 315484
6.40% A/
$ 20,191
$ 25640
40.64% A/
$ 215992
11.87%

7.60% A/
$ 16415
$ 9,225
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TN Attorney General - Consumer Protection and Advocate Division

Calculation of Return on Equity of

Tennessee Water Services

For the Twelve Month Period Ending Decemeber 31, 2014

Source: TWS Form 3.07 q4 2014

Income Statement
Residential Sales
Commercial Sales
Forfeited Discounts
Other Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Walter Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base

Utility Plant in Service
Advances in Aid of Construction
Gen. Ledger Add./Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total

Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized Investment Credit
Pro Forna Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax

Rate Base (Line 36- Line 43)

Long Term Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49 / Line 51)

Authorized Return on Equity
Authorized Return

Return Over Authorized Return on Equity

Settlement Workpapers (09-00017)

Total Deductions

Line 5 minus sum of Lines 23,24,25 and 48 times composite tax rate of
39.225% (PROOF: (1-.065)*0.35=0.32725+0.065=0.39225)

Average 12 MTD

Exhibit AB-2

Company
12 Months
Ending

31-Dec-14

$ 343,157

8,284

$ 351,441

$ 43,843
2,232
10,642
15,654
100,882
131
1,545
12,811
2,548
6,017
119

2,072
44,374

$ 242,870

18,283
9,734
§ 23,895 B/
$ 294,782

$ 56,659

$1,778,658
30,359 C/

$ 1,809,017

$ -
424,701
1,878

705,949
159,624
$1,292,152

$ 516,865
59.36% A/

$ 306,811
6.40% A/

$ 19,636

$ 37,023
40.64% A/

$ 210,054

17.63%

7.60% A/
$ 15964
$ 21,059
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TN Attorney General - Consumer Protection and Advocate Division

Calculation of Return on Equity of

Tennessee Water Services

For the Twelve Month Period Ending March 31, 2018

Source: TWS Form 3.07 q1 2015

Income Statement
Residential Sales
Comimercial Sales
Forfeited Discounts
Other Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base

Utility Plant in Service
Advances in Aid of Construction
Gen. Ledger Add /Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total

Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized Investment Credit
Pro Forma Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax

Rate Base (Line 36- Line 43)

Long Term Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49/ Line 51)

Authorized Return on Equity
Authorized Return

Retum Over Authorized Return on Equity

Settlernent Workpapers (09-00017)

Total Deductions

Line 5 minus sum of Lines 23,24,25 and 48 times composite tax rate of
39.225% (PROOF: (1-.065)*0.35=0.32725+0,065=0.39225)

Average 12 MTD

Exhibit AB-2

Company
12 Months
Ending
31-Mar-15

$ 342,685
9,072
$ 351,757

$ 44,131
1,814
11,406
16,189
88,727

131

2,150
12,500
2,549

5,934

114

(1,332)
46,596
$ 230,909
18,466
9,942
$ 28458 B/
S 28175
$ 63982

$ 1,786,686

- 28,864 C/

$ 1,815,550

< -
428,359
1,866
702,186
159,614
$ 1,292,025
$ 523,525
59.36% A/
$ 310,764
6.40% A/
$ 19,889
$ 44,093
40.64% A/
$ 212,761
20.72%
7.60% A/
$ 16,170
§ 27923



Line #

AW -

C/

TN Attorney General - Consumer Protection and Advocate Division Exhibit AB-2

Calculation of Return on Equity of

Tennessee Water Services

For the Twelve Month Period Ending June 30, 2015

Source: TWS Form 3.07 q2 2015

Income Statement
Residential Sales
Commercial Sales
Forfeited Discounts
Other Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chermicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NO1")

Rate Base

Utility Plant in Service
Advances in Aid of Construction
Gen. Ledger Add./Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total

Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized Investment Credit
Pro Forma Retirements
Contrbutions & Advances in Aid of Construction
Accumulated Deferred Income Tax

Rate Base (Line 36- Line 43)

Long Tenm Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49 / Line 51)

Authorized Return on Equity
Authorized Retumn

Return Over Authorized Return on Equity

Settlemnent Workpapers (09-00017)

Company
12 Months
Ending
30-Jun-15

$ 355,189

10,269
S 365458

$ 44,306
1,260
12,257
16,428
94,404

131

2,303
12,773
2,547
6,052

65

(2,591)
49,096
§ 239,031
18,941
11,307
29,461 B/
298,740
$ 66718

o

$ 1,815,853

29,879 C/

$ 1,845,732

$ -
431,168
1,854

698,422
159,619
Total Deductions $1,291,063

$ 554,669
59.36% A/

$ 329252
6.40% A/

$ 21,072

$ 45,646
40.64% A/

$ 225,417

20.25%
7.60% A/

$ 17,132

$ 28514

Line 5 minus sum of Lines 23,24,25 and 48 times composite tax rate of
39.225% (PROOF: (1-.065)*0.35=0.32725+0.065=0.39225)

Average 12 MTD
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TN Attorney General - Consumer Protection and Advocate Division

Calculation of Return on Equity of

Tennessee Water Services

For the Twelve Month Period Ending September 30, 2015

Source: TWS Form 3.07 q3 2015

Income Statement
Residential Sales
Commercial Sales
Forfeited Discounts
Other Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base

Utility Plant in Service
Advances in Aid of Construction
Gen, Ledger Add./Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total

Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized Investment Credit
Pro Forma Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax

Rate Base (Line 36- Line 43)

Long Term Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49 / Line 51)

Authorized Return on Equity
Authorized Return

Return Over Authorized Return on Equity

Settlement Workpapers (09-00017)

Total Deductions

Line 5 minus sum of Lines 23,24,25 and 48 times composite tax rate of
39.225% (PROOF: (1-.065)*0.35=0.32725+0.065=0,39225)

Average 12 MTD

Exhibit AB-2

Company
12 Months
Ending

30-Sep-13
$ 367,141

11,961
§ 379,102

§ 44,621
811

12,691
15,917
105,358
726

2,921
12,433
2,548
6,732

15

(2,600)
51,178

$ 253351
19,250
11,435

§ 28867 B/

$ 312,903

$ 66,199

$ 1,826,830

31,669 C/

$ 1,858,499

$ -
437,152
1,842

694,658
159,607
$1,293,259

$ 565,240
59.36% A/
$ 1335526
6.40% A/
21474
44,726
40.64% A/
$ 229714
19.47%

”

7.60% A/
17,458
27,267

” o



Line #

B N —

C/

TN Attorney General - Consumer Protection and Advocate Division

Calculation of Return on Equity of

Tennessee Water Services

For the Twelve Month Period Ending December 31, 2015

Source: TWS Form 3.07 q4 2015

Income Statement
Residential Sales
Commercial Sales
Forfeited Discounts
Other Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Tota) Operating and Maintenance Expense
Depi. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base

Utility Plant in Service
Advances in Aid of Construction
Gen. Ledger Add./Capitalized Time
Cash Working Capiltal
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total

Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized Investinent Credit
Pro Forma Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax

Rate Base (Line 36- Line 43)

Long Term Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49/ Line 51)

Authorized Return on Equity
Authorized Return

Return Over Authorized Return on Equity

Settlement Workpapers (09-00017)

Total Deductions

Line 5 minus sum of Lines 23,24,25 and 48 times composite tax rate of
39.225% (PROOF: (1-.065)*0.35=0.32725+0,065=0.39225)

Average 12 MTD

Exhibit AB-2

Company
12 Months
Ending
31-Dec-15
$ 370,802
13,204
$ 384,006
$ 46,355
1,787
13,168
14,964
105,588
726
2,615
10,852
2,556
6,624
(435)
51,052
$§ 255852
19,244
13,785
$ 29,034 B/
$ 317,915
$ 66,091
$1.837,542
31,981 C/
$ 1,869,523
5 -
441,688
1,829
690,895
179,576
$1,313,988
$ 555535
59.36% A/
$ 329,766
6.40% A/
$ 21,105
$ 44986
40.64% A/
$ 225,769
19.93%
7.60% A/
5 17,158
$ 27827



Line #

woA W N —

C/

TN Attorney General - Consumer Protection and Advocate Division
Calculation of Return on Equity of
Tennessce Water Services
For the Twelve Month Period Ending March 31, 2016
Source: TWS Form 3.07 q1 2016

Income Statement
Residential Sales
Commercial Sales
Other Revenues
Other Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chernicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base
Utility Plant in Setvice
Advances in Aid of Construction
Gen. Ledger Add./Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total
Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized Investment Credit
Pro Forma Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax
Total Deductions

Rate Base (Line 36- Line 43)

Long Term Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Retumn on Equity (Line 49/ Line 51)

Authorized Return on Equity
Authorized Return
Return Over Authorized Return on Equity

Settlement Workpapers (09-00017)

Line 5 minus sum of Lines 23,24,25 and 48 times composite tax rate of
39.225% (PROOF: (1-.065)*0.35=0.32725+0.065=0.39225)

Average 12 MTD

Exhibit AB-2

Company
12 Months
Ending
31-Mar-16
$ 368,773
12,477
$ 381,250
$ 46,884
1,780
12,124
13,558
106,478
682
3,940
15,793
2,553
7,569
189
51,647
$ 263,197
19,027
12,076
$ 25740 B
$ 320,040
361210
$1,841,977
32,900 C/
$1,874.877
$ R
444,945
1,817
687,131
179,564
$1,313.457
§ 561,420
59.36%
$ 333259 A/
6.40%
$ 21,329 A/
$ 39,881
40.64%
$ 228,161 A/
17.48%
7.60% A/
$ 17,340
$ 22,541



TN Attorney General - Consumer Protection and Advocate Division Exhibit AB-2
Calculation of Return on Equity of
Tennessee Water Services
For the Twelve Month Period Ending June 30, 2016

Source: TWS Form 3,07 q2 2016 Company
12 Months
Ending
Line # 30-Jun-16
Income Statement
1 Residential Sales $ 374112
2 Commercial Sales -
3 Other Revenues 11,862
4 Other Revenues -
5 Total Revenues $ 3859714
6 Salaries & Wages-Employees 5 47356
7 Salaries & Wages-Officers 1,792
8 Employee Pension & Benefits 12,053
9 Purchased Power 12,520
10 Purchased Water 104,135
11 Fuel for Power Production -
12 Chemicals 682
13 Materials and Supplies 4,686
14 Contractual Services 15,191
15 Rent Expense 2,728
16 Transportation Expense 7,449
17 Insurance Expense =
18 Advertising Expense -
19 Regulatory Commission Expense -
20 Water Resource Conservation Expense -
21 Bad Debt Expense 1,309
22 Miscellaneous Expense 52,533
23 Total Operating and Maintenance Expense $ 262,434
24 Depr. & Amort Expense 18,143
25 Taxes Other Than Income Taxes 8,928
26 Income Taxes $ 29438 B/
27 Total Operating Expense $ 318,943
28 Net Operating Income ("NOI") $ 67,031
Rate Base
29 Utility Plant in Service $ 1,846,205
30 Advances in Aid of Construction -
31 Gen. Ledger Add./Capitalized Time -
32 Cash Working Capital .
33 Working Capital Allowance 32,804 C/
34 Materials and Supplies -
35 Regional Office Allocation .
36 Total $ 1,879,009
Less Deductions:
37 Customer Deposits $ -
38 Accumulated Depreciation 450,473
39 Pro Forma Retirements .
40 Unamortized Investment Credit 1,805
4] Contributions & Advances in Aid of Consfruction 683,367
42 Accumulated Deferred Income Tax 179,568
43 Total Deductions $1,315213
44 Rate Base (Line 36- Line 43) $ 563,796
45 Long Term Debt Ratio 59.36% A/
46 Rate Base Financed Debt (Line 44 x Line 45) $§ 334,669
47 Interest Rate on Debt 6.40% A/
48 Interest Expense on Debt (Line 46 x Line 47) $ 21,419
49 Net Income (Line 28 - Line 48) $ 45612
50 Stockholders Equity 40.64% A/
51 Rate Base Equity (Line 44 x Line 50) $ 229,127
52 Return on Equity (Line 49 / Line 51) 19.91%
53 Authorized Return on Equity 7.60% A/
54 Authorized Return $ 17414
55 Return Over Authorized Return on Equity 5 28,198

A/ Settiement Workpapers (09-00017)

B/ Line 5 minus sum of Lines 23,24,25 and 48 times composite tax rate of 39.225%
(PROOF; (1-.065)*0.35=0,32725+0.065=0.19225)

C/ Average for 12 MTD



Line #

wvoB W N —

52
53
54

B/
C/

TN Attorney General - Consumer Protection and Advocate Division
Calculation of Return on Equity of
Tennessee Water Services
For the Twelve Month Period Ending September 30, 2016
Source; TWS Form 3,07 q3 2016

Income Statement
Residential Sales
Commercial Sales
Other Revenues
Other Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base
Utility Plant in Service
Advances in Aid of Construction
Gen. Ledger Add./Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total "

Less Deductions:
Customer Deposits
Accumulated Depreciation
Pro Forma Retitements
Unamortized Investment Credit
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax
Total Deductions

Rate Base (Line 36- Line 43)

Long Term Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49/ Line 51)

Authorized Return on Equity
Authorized Retum
Return Over Authorized Return on Equity

Settlement Workpapers (09-00017)

Line 14 minus sum of Lines 23,24,25 and 44 times composite tax rate of 39.225%
(PROOF: (1-.065)*0.35=0.32725+0.065=0.39225)

Average for 12 MTD

Exhibit AB-2

Company
12 Months
Ending

30-Sep-16
$§ 374,815
12,763

$ 387,578

$ 48488
1,800
12,018
13,862
104,848
175

4,259
10,138
2,728

7,385

1,166
53,634

$ 260,501
16,943
7,120

$ 31,894 B/

$ 316,458

$ 71,120

$ 1,852,991

32,563 C/

$ 1,885,554

$ -
453,283

1,793
679,604
179,562

$1,314,242

$ 571,312
59.36% A/
$ 339,131
6.40% A/
$ 21,704
$ 49416
40.64% A/
$ 232,181
21.28%

7.60% A/
$ 17,646
$ 31,770



Line #

1L =

L

37

39
40
41
42
43

C/

TN Attorney General - Consumer Protection and Advocate Division
Calculation of Return on Equity of
Tennessce Water Services
For the Twelve Month Period Ending Devember 31, 2016
Source: TWS Form 3.07 q4 2016

Income Statement
Residential Sales
Comnercial Sales
Other Revenues
Other Revenues
Total Revenues

Salaries & Wages-Employees
Salaries & Wages-Officers
Employee Pension & Benefits
Purchased Power

Purchased Water

Fuel for Power Production
Chemicals

Materials and Supplies
Contractual Services

Rent Expense

Transportation Expense
Insurance Expense

Advertising Expense

Regulatory Commission Expense
Water Resource Conservation Expense
Bad Debt Expense
Miscellaneous Expense

Total Operating and Maintenance Expense
Depr. & Amort Expense

Taxes Other Than Income Taxes
Income Taxes

Total Operating Expense

Net Operating Income ("NOI")

Rate Base
Utility Plant in Service
Advances in Aid of Construction
Gen. Ledger Add./Capitalized Time
Cash Working Capital
Working Capital Allowance
Materials and Supplies
Regional Office Allocation
Total
Less Deductions:
Customer Deposits
Accumulated Depreciation
Unamortized [nvestment Credit
Pro Forma Retirements
Contributions & Advances in Aid of Construction
Accumulated Deferred Income Tax
Total Deductions

Rate Base (Line 36- Line 43)

Long Termn Debt Ratio

Rate Base Financed Debt (Line 44 x Line 45)
Interest Rate on Debt

Interest Expense on Debt (Line 46 x Line 47)
Net Income (Line 28 - Line 48)

Stockholders Equity

Rate Base Equity (Line 44 x Line 50)

Return on Equity (Line 49/ Line 51)

Authorized Return on Equity
Authorized Retumn
Return Over Authorized Retum on Equity

Settlement Workpapers (09-00017)

Line 14 minus sum of Lines 23,24,25 and 44 times composite tax rate of 39.225%
(PROOF: (1-.065)*0.35=0.32725+0.065=0.39225)

Average for 12 MTD

Exhibit AB-2

Company
12 Months
Ending

31-Dec-16

$ 338,243

10,794

$ 349,037

$ 48312
1,617
10,781
15,056
96,316

175

3414
10,225
2,748
7,013

(408)
57,631

$ 253,380

15,549
10,873
$ 18919 B/

$ 298,721
$§ 50316

$ 1,796,480
31,673 C/

$ 1,828,153

$ -
396,409
1,780

675,840
201,279
$1,275,308

$ 552,845
59.36% A/

§ 328,169
6.40% A/

$ 21,003

$ 29313
40.64% A/

$ 224,676

13.05%

7.60% A/
$ 17,075
$ 12238



EXHIBIT AB-3



TN Attorney General - Consumer Protection and Advocate Division Exhibit AB-3
Calculation of Return on Equity of
Tennessece Water Services
For the Twelve Month Period Ending June 30, 2016

Source: TWS Form 3.07 q2 2016 Company
12 Months
Ending
Line # 30-Jun-16
Income Statement
1 Residential Sales $ 374,112
2 Commercial Sales o
3 Other Revenues 11,862
4 Other Revenues -
5 Total Revenues $ 385974
6 Salaries & Wages-Employees $§ 47356
7 Salaries & Wages-Officers 1,792
8 Employee Pension & Benefits 12,053
9 Purchased Power 12,520
10 Purchased Water 104,135
11 Fuel for Power Production -
12 Chemicals 682
13 Materials and Supplies 4,686
14 Contractual Services 15,191
15 Rent Expense 2,728
16 Transportation Expense 7,449
17 Insurance Expense -
18 Advertising Expense =
19 Regulatory Commission Expense -
20 Water Resource Conservation Expense -
21 Bad Debt Expense 1,309
22 Miscellaneous Expense 52,533
23 Total Operating and Maintenance Expense $ 262,434
24 Depr. & Amort Expense 18,143
25 Taxes Other Than Income Taxes 8,928
26 Income Taxes $ 29438 B/
27 Total Operating Expense $ 318,943
28 Net Operating Income ("NOI") $ 67,031
Rate Base
29 Utility Plant in Service $ 1,846,205
30 Advances in Aid of Construction -
31 Gen. Ledger Add./Capitalized Time -
32 Cash Working Capital .
33 Working Capital Allowance 32,804 C/

34 Materials and Supplies -
35 Regional Office Allocation -
36 Total $ 1,879,009

Less Deductions:
37 Customer Deposits $ -
38 Accumulated Depreciation 450,473
39 Pro Forma Retirements -
40 Unamortized Investment Credit 1,805
41 Conttibutions & Advances in Aid of Construction 683,367
42 Accuinulated Deferred Income Tax 179,568
43 Total Deductions $1,315.213
44 Rate Base (Line 36- Line 43) $ 563,796
45 Long Term Debt Ratio 59.36% A/
46 Rate Base Financed Debt (Line 44 x Line 45) $ 334,669
47 Interest Rate on Debt 6.40% A/
48 Interest Expense on Debt (Line 46 x Line 47) $ 21419
49 Net Income (Line 28 - Line 48) § 45612
50 Stockholders Equity 40.64% A/
51 Rate Base Equity (Line 44 x Line 50) $ 229,127
52 Return on Equity (Line 49 / Line 51) 19.91%
53 Authorized Return on Equity 7.60% A/
54 Authorized Retum 5 17414
55 Return Over Authorized Return on Equity $ 28198

A/ Settlement Workpapers (09-00017)

B/ Line 5 minus sum of Lines 23,24,25 and 48 times composite tax rate of 39.225%
(PROOQF: (1-.065)*0.35=0.32725+0.065=0,39225)

C/ Average for 12 MTD



EXHIBIT AB-4
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