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IN THE TENNESSEE PUBLIC UTILITY COMMISSION
AT NASHVILLE, TENNESSEE

IN RE:

PETITION OF TENNESSEE AMERICAN
WATER COMPANY REGARDING
CHANGES TO THE QUALIFIED
INFRASTRUCTURE INVESTMENT
PROGRAM RIDER, THE ECONOMIC
DEVELOPMENT INVESTMENT RIDER,
AND THE SAFETY AND
ENVIRONMENTAL COMPLIANCE RIDER
AND IN SUPPORT OF THE CALCULATION
OF THE 2018 CAPITAL RECOVERY
RIDERS RECONCILIATION

Docket No. 18-00022
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MOTION TO DETERMINE THAT CALCULATION SUBMITTED BY TENNESSEE-
AMERICAN IS NOT IN COMPLIANCE WITH COMMISSION ORDER

The Consumer Advocate Unit in the Financial Division of the Office of the Tennessee
Attorney General (Consumer Advocate) respectfully petitions the Tennessee Public Utility
Commission (TPUC or Commission) to compel Tennessee-American Water Company (TAWC or
Company) to file revised calculations consistent with the Commission’s oral decision in this
Docket. For cause, the Consumer Advocate would show as follows:

L. On July 6, 2018, the Consumer Advocate filed the direct testimony of Da;/id

Dittemore, which highlighted the Consumer Advocate’s concerns with the Company’s

calculation of its Capital Riders Reconciliation. Mr. Dinemore testified that the Company

failed to reflect bonus depreciation and the repairs deduction in its Capital Riders
calculations, which was inconsistent with what it reported to the Internal Revenue Service
for tax purposes.

21 TPUC convened a hearing on the merits to consider contested issues in this

Docket on Friday, September 21, 2018. The Company argued that these figures should not



be factored into the Capital Riders due to its interpretation of the “streamlined approach”
contemplated in Tenn. Code Ann. §§ 65-5-103(d), et seq.! In the alternative, TAWC
argued that a normalization violation would occur if these figures were considered absent
the further inclusion of Net Operating Loss (NOL).?

c On December 17, 2018, the Commission issued a ruling orally that
armounced the outcome of this Docket. Specifically, Chairman Morrison stated*:

Based upon the evidentiary record in this proceeding, I find that
Tennessee American should file revised calculations to include
bonus depreciation and the repairs deduction, while also
recognizing the net operating loss carryforward of $4,938,170.
(Emphasis added).

4. On January 30, 2019, the Company submitted its Revised Calculations for
the 2018 Capital Recovery Rider Reconciliation purportedly in compliance with TPUC’s
oral decision.

5. Upon reviewing this information, the Consumer Advocate determined the
Company’s revised figures considerably increased rates compared to the figures that were
debated during the Hearing. Moreover, the figures submitted by the Company were
significantly lower than those provided by Tennessec-American during discovery in this
Docket. It appears that the Company has only included bonus depreciation and the repairs
deduction for the 2017 calendar year, rather than also including the sums from 2014, 2015,
and 2016.

6. The Commission’s language in Exhibit A does not limit recognition of

bonus depreciation and the repairs deduction to 2017. Further, there was no suggestion

within the evidence provided in the case that such deductions should be limited to 2017.

! See Rebuttal Testimony of Linda Bridwell, page 3, lines 1-10 (August 3, 2018).
2 See e.g. Rebuttal Testimony of John R. Wilde (August 3, 2018).
3 See Exhibit A (containing the relevant portion of the Commission’s decision from page 28 of the transcript).
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The litigated issue was whether these deductions should be considered within the 2014 —

2017 Capital Riders period. The Company never took the position or provided any
evidence that such a limitation was necessary or appropriate. In fact, the Company’s
position now is incorrect both in light of the litigated proceeding and the Commission’s
Order as well as from an accounting perspective.

7. While the Consumer Advocate argued against incorporating an NOL for
purposes of calculating the rider!, the Commission’s Order did allow the Company to
recognize an NOL of $4,938,170. Evidence presented within the case clearly indicates the
NOL is a cumulative amount built up over time and is not limited to 2017 results. Thus,
the Company’s position that the bonus depreciation and repairs deduction for the 2014 —
2016 time period should be ignored is wholly inconsistent with the time period underlying
the Commissions’ adopted NOL. The Company attempts to recognize the entirety of an
NOL figure to its benefit while ignoring bonus depreciation and the repairs deduction
during the same period to the detriment of ratepayers — this approach should be rejected.

8. Exhibit B reflects the Company’s identification of its book/tax timing
differences underlying its proposed ADIT balance, which in turn is a key component of its
proposed Capital Riders rates.’ This document contains the Company’s January 30, 2019
filing. The Company has inserted zero deductions for bonus depreciation and the repairs
deduction in the years 2014 — 2016.

9. This approach is contradicted by Exhibit C, which contains the Company’s

response to Consumer Advocate Discovery Item No. 1-3.% Here, the Company provided

4 The Consumer Advocate continues to believe that the inclusion of NOL in the Capital Riders results in double
recovery as the Company has an NOL built into its base rates from its last general rate case.

5 For ease of reference, the key line items of the worksheet, lines 11 and 12 in both sections, are emboldened.

6 TAWC Discovery Response No. 1-3 (April 27, 2018). Again, the key line items of the worksheet, lines 11 and 12
in both sections, are emboldened.
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figures for bonus depreciation and the repairs deduction for 2014, 2015, and 2016. Just as
the Company implements the cumulative NOL — which includes 2014 through 2016 —
its calculation, it should reflect the cumulative bonus depreciation and repairs deduction as
well. Ignoring these figures is neither appropriate from an accounting perspective nor a
reasonable interpretation of the Commission’s Order.

10.  Notwithstanding the fact that the data provided by the Company in support
of new rates is significantly different than data provided during discovery, TAWC has
made this substantial, material change without any explanation. The Consumer Advocate
and Commission Staff are left in the dark as to the Company’s rationale. Meanwhile,
absent the Commission’s direction to the Company to properly comply with its oral Order,
ratepayers would be paying, and the Company would be collecting, unjustifiably higher

rates.

WHEREFORE, the Consumer Advocate requests TPUC grant this Motion.

RESPECTFULLY SUBMITTED,

DANIEL&?'L‘WHITAKER I (BPR No. 035410)
Assistant Attorney General

Office of the Tennessee Attorney General
Financial Division, Consumer Advocate Unit
P.O. Box 20207

Nashville, Tennessee 37202-0207

Telephone: (615) 741-1671

Facsimile: (615) 532-2910

Email: Daniel. Whitaker@ag.tn.gov



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:

Melvin J. Malone

Butler, Snow, O’Mara, Stevens & Cannada, PLLC
The Pinnacle at Symphony Place

150 3rd Avenue South, Suite 1600

Nashville, TN 37201
melvin.malone@butlersnow.com

This the 1% day of March, 2019.
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DANIEL P. WHITAKER I
Assistant Attorney General
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Transcript of Commission Conference - December 17, 2018

28

gquestions?

(No response.)

CHAIR MORRISON: I'm ready to
deliberate. I have a motion. I move approval of the
settlement agreement submitted by the Gas Pipeline
Safety Division and Chattanooga Gas Company.

COMMISSIQ%ER JONES: Second. Vote aye.

COMMISSIONER HILLIARD: Vote aye.

MS. DILLON: Next we have Section 11,
Ccommissioners Hill, Morrison and Jones.

Docket No. 18-00022. Tennessee American water Company.
Petition of Tennessee American wWater Company 1ih support
of the calculation of the 2018 Capital Recovery Riders

reconciliations. Deliberations.

CHAIR MORRISON: Based upon the
evidentiary record in this proceeding, I find that
Tennessee American should file revised calculations to
include bonus depreciation and the repairs deduction,
while also recoghizing the net operating loss
carryforward of $4,938,170.

Further, consistent with the
methodologies approved in Docket No. 13-00130, I find
that the company has properly accounted for incentive
pay compensation within its earnings test.

Prospectively, however, I find that

Nashville Court Reporters 615.885.5798
Susan D. Delac, LCR, RPR, CCR
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EXHIBIT C



TENNESSEE AMERICAN WATER COMPANY
DOCKET NO. 180002
FIRST DISCOVERY REQUEST OF THE
CONSUMER ADVOCATE AND PROTECTION DIVISION

Responsible Witness: Linda C. Bridwell
Question:
3 Provide the underlying calculation of TAWC book and tax depreciation for each rider that

reconcile to the amounts of book and tax depreciation contained within the composite tax
filing that American Water Company (or any applicable affiliate) submitted, which
contains TAWC data.

Response:

Similar to the response to question 1 of the CPAD’s first discovery request in this docket,
the data is pulled from the Rider and the tax calculations simulate the calculations in the
tax returns since the tax return includes all TAWC property and not just the Rider property.
See TAW_R_CPADDRI1 _NUMO003_ 042718 Attachment for a simulated calculation of
our tax returns using the Rider assets. Note that the 2017 return is not filed yet, but the
calculation is the same as what will be filed.
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