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BEFORE THE TENNESSEE PUBLIC UTILITY COMMISSION 
 

NASHVILLE, TENNESSEE  
 

August 25, 2020 
IN RE:       ) 
        ) 
JOINT PETITION OF TENNESSEE   ) DOCKET NO. 
WASTEWATER SYSTEMS, INC. AND   )      20-00009 
TPUC STAFF (AS A PARTY) TO INCREASE  )  
RATES AND CHARGES     )       
 
 
              
 

ORDER 
              

 
 This matter came before Chair Robin L. Morrison, Commissioner Herbert H. Hilliard, and 

Commissioner David F. Jones of the Tennessee Public Utility Commission (the “Commission” or 

“TPUC”), the voting panel assigned to this docket, during a regularly scheduled Commission 

Conference held on June 15, 2020,1 for consideration of the Joint Petition (“Joint Petition”) filed 

on January 31, 2020 by Tennessee Wastewater Systems, Inc. (“TWSI” or “Company”) and TPUC 

Staff (“Party Staff”) (collectively, the “Joint Parties”). In the Petition, the Parties seek Commission 

approval of an increase of rates and charges for the purpose of recovering the Company’s costs of 

providing wastewater services.  

 

 

 
1 Due to the state of emergency declared by Governor Bill Lee relative to the Coronavirus Disease 2019 (“COVID-
19”) pandemic in Tenn. Exec. Order No. 14 on March 12, 2020, (superseded by Tenn. Exec. Order No. 15 on March 
19, 2020 which was extended until June 30, 2020 in Tenn. Exec. Order No. 36 on May 12, 2020), the Commission 
Conference was held electronically via WebEx. The public health emergency places limitations on public gatherings 
and meetings in order to prevent the spread of COVID-19. In convening the Commission Conference electronically, 
the Commission relied upon Tenn. Exec. Order No. 16 (March 20, 2020), which was extended until June 30, 2020 by 
Tenn. Exec. Order No. 34 (May 6, 2020), and affirmed on the record that the electronic meeting was necessary to 
conduct the essential business of the agency and to protect the health, safety, and welfare of Tennesseans. 
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BACKGROUND AND JOINT PETITION 

 TWSI is a public utility providing wastewater services to approximately 2,760 residential 

customers and 804 commercial customers in multiple service territories across Tennessee. The 

Company’s most recent rate case was Docket No. 08-00202, which established rates by an order 

entered on July 8, 2009.2   

On January 31, 2020, TWSI and Party Staff filed a Joint Petition requesting an increase to 

TWSI’s rates and charges, alleging that the Company’s revenues and revenue projections are not 

sufficient to allow TWSI to recover its reasonable operating costs and a fair and reasonable net 

operating income under the Company’s current rates.3 Along with the Joint Petition, the Joint 

Parties filed a proposed tariff and the Pre-Filed Direct Testimony of Company witness, Suzanne 

Christman, and Party Staff witnesses, Joe Shirley and Kevin McClenathan. TWSI filed a corrected 

tariff on February 5, 2020 resolving errors in the original filing. 

 The Consumer Advocate Unit in the Financial Division of the Office of the Tennessee 

Attorney General (“Consumer Advocate”) filed a Petition to Intervene on February 20, 2020. The 

Hearing Officer entered an Order Granting the Petition to Intervene Filed by the Consumer 

Advocate on March 13, 2020. TWSI submitted the Pre-Filed Supplemental Testimony of Suzanne 

Christman on May 14, 2020. In addition, Party Staff submitted supplemental testimony of its 

witnesses, Joe Shirley and Kevin McClenathan. TWSI also filed a revised proposed tariff based 

upon agreed financial adjustments and additional accounting and reporting requirements presented 

in the supplemental testimonies of the Parties. 

 
2 Joint Petition, pp. 1-2 (January 31, 2020). 
3 The Commission filed a Notice on January 23, 2020 designating the following TPUC Staff employees as Party Staff: 
Ryan McGehee, Senior Counsel; Joe Shirley, Director, Utility Audit and Compliance; Michelle Mairs, Assistant 
Director, Utility Division; Kevin McClenathan, Utility Rate Specialist; and Darlene Standley, Utilities Consultant. 
Notice of Designation of Staff as a Party (January 23, 2020). 
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 The Consumer Advocate filed correspondence to the Chair on May 15, 2020. The letter 

indicated that the Consumer Advocate had engaged in cooperative discussions and information 

exchanges with the Joint Parties. Further, based upon consideration of the entire record and the 

submission of the revised tariff and supplemental testimonies of Suzanne Christman, Joe Shirley, 

and Kevin McClenathan, “there remain no outstanding disputes between the parties with respect 

to this Docket….”4 The Consumer Advocate stated since there are no contested issues, the 

Consumer Advocate would not be filing testimony and the parties agreed that the matter should be 

resolved in favor of the positions set forth in the Joint Petition, as revised in the Pre-Filed 

Testimony of the witnesses.5 No other parties sought to intervene in this matter. 

 Attached as an exhibit to the Pre-Filed Testimony of Suzanne Christman is an affidavit of 

Ms. Christman indicating the Company’s compliance with TPUC Rule 1220-04-01-.05. Ms. 

Christman certifies that customers were provided a copy of a summary of proposed changes as an 

insert with their January 31, 2020 bill and is available on the Company website until the conclusion 

of the hearing on the matter.6 A copy of the customer bill insert was also provided with Ms. 

Christman’s testimony.7  

THE HEARING  

 The Hearing on the Joint Petition was held before the voting panel of Commissioners 

during the regularly scheduled Commission Conference on June 15, 2020, as noticed by the 

Commission on May 29, 2020. Participating in the Hearing were the following parties and their 

respective counsel: 

Tennessee Wastewater Systems, Inc. – Jeff Risden, Esq., 851 Aviation Parkway, Smyrna, 
Tennessee 37167. 

 
4 Letter to Chairman Morrison from Karen H. Stachowski, Consumer Advocate (May 15, 2020). 
5 Id. 
6 Pre-Filed Direct Testimony of Suzanne Christman, p. 2 and Exh. (January 31, 2020). 
7 Id. 
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Consumer Advocate Unit in the Financial Division of the Attorney General’s Office – 
Karen H. Stachowski, Esq., Office of the Tennessee Attorney General, P.O. Box 20207, 
Nashville, Tennessee 37202-0207. 
 
Tennessee Public Utility Commission Party Staff – Ryan McGehee, Esq., Tennessee Public 
Utility Commission, 502 Deaderick Street, 4th Floor, Nashville, Tennessee 37243. 

 
The parties in this matter waived opening and closing statements, summaries of Pre-Filed 

Testimony, and cross-examination of the witnesses. Counsel for the parties provided an update on 

the status of the case and indicated the agreement of the parties. Witnesses were made available to 

the panel for questions.8 The panel solicited comments from the public, but no member of the 

public sought to be heard.9  

CRITERIA FOR ESTABLISHING JUST AND REASONABLE RATES 

The Commission has jurisdiction to set the rates of public utilities operating in the State of 

Tennessee.10 In pertinent part, Tenn. Code Ann. § 65-5-101 provides:  

(a) The Tennessee public utility commission has the power after 
hearing upon notice, by order in writing, to fix just and reasonable 
individual rates, joint rates, tolls, fares, charges or schedules 
thereof… . 
 

In addition, Tenn. Code Ann. § 65-5-103 states, in part: 

(a) When any public utility shall increase any existing individual 
rates, joint rates, tolls, fares, charges, or schedules thereof, or change 
or alter any existing classification, the commission shall have power 
either upon written complaint, or upon its own initiative, to hear and 
determine whether the increase, change or alteration is just and 
reasonable. The burden of proof to show that the increase, change, 
or alteration is just and reasonable shall be upon the public utility 
making the same. In determining whether such increase, change or 
alteration is just and reasonable, the commission shall take into 
account the safety, adequacy and efficiency or lack thereof of the 
service or services furnished by the public utility. 
 

 
8 Transcript of Hearing, pp. 28-31 (June 15, 2020). 
9 Id. at 31.  
10 Tenn. Code Ann. §§ 65-4-101(6); 65-4-104; 65-5-101, et seq. 



 5  
 

The Commission considers petitions for a rate increase, filed pursuant to Tenn. Code Ann. 

§ 65-5-103, in light of the following criteria: 

1. The investment or rate base upon which the utility should be permitted to earn a fair 
rate of return; 
 
2. The proper level of revenues for the utility; 

 
3. The proper level of expenses for the utility; and 
 
4. The rate of return the utility should earn. 

 
Applying these principles and criteria, and upon consideration of the entire record, 

including all exhibits and the testimony of the witnesses, the panel made the following findings 

and conclusions. 

FINDINGS AND CONCLUSIONS 

 Upon consideration of the pleadings, Pre-Filed Testimony, the entire administrative record, 

and the presentations of counsel of the parties at the Hearing, the panel found that the increased 

rates and charges proposed in the Joint Petition, as revised in the Pre-Filed Supplemental 

Testimony, are necessary for TWSI to continue providing quality wastewater service. The 

proposed rates and charges are just, reasonable, and in the public interest.  

The panel also found that TWSI’s annual revenue increase of $404,293 represents an 

overall 8.2% increase in the combined base rate plus escrow rate for residential customers and an 

overall 8.5% increase for commercial customers. The provisions of the proposed rate increase are 

based upon: 

 1. An historical test period of the twelve-months ended December 31, 2018; 

2. A forward-looking attrition period of the twelve-months ending December 31, 

2020; 

3. An Operating Margin Rate of 10%; 
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4. Total Attrition Period Operating Revenues of $2,166,859; 

5. Total Attrition Period Operating Expenses of $2,270,035; 

6. Fair Operating Margin of 10.00%; 

7. Gross Revenue Conversion Factor of 1.34979; 

8. Revenue Deficiency of $404,293; and 

9. Rate design that recovers the Revenue Deficiency in a combined increase in base 

rates and escrow surcharges as set forth in the Pre-Filed Supplemental Testimony 

of Kevin McClenathan.  

The panel also found that accounting and reporting changes proposed for developer 

payments to the utility and the changes proposed to update TWSI’s terms of service are reasonable 

and in the public interest and should be adopted. Therefore, the panel unanimously voted to 

approve the proposed increase in rates and charges. The approved rate design is attached hereto as 

Exhibit 1 and incorporated herein. 

 

IT IS THEREFORE ORDERED THAT: 

 1. The Joint Petition filed on January 31, 2020 by Tennessee Wastewater Systems, 

Inc. and TPUC Staff as a Party, as revised by the Supplemental Testimony, is approved; 

 2. The rates and charges proposed in the Joint Petition, as revised by the Supplemental 

Testimony and attached to this Order as Exhibit 1, are approved; 

 3. The accounting and reporting changes for developer payments to the utility are 

approved; 

4. The updates to the terms of service of Tennessee Wastewater Systems, Inc. are 

approved; 
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5. Any person who is aggrieved by the Commission’s decision in this matter may file 

a Petition for Reconsideration with the Commission within fifteen days from the date of this Order; 

and   

 6. Any person who is aggrieved by the Commission’s decision in this matter has the 

right to judicial review by filing a Petition for Review in the Tennessee Court of Appeals, Middle 

Section, within sixty days from the date of this Order. 

 
Chair Robin L. Morrison, Commissioner Herbert H. Hilliard, and Commissioner David F. Jones 
concur.  None dissent. 

 
ATTEST: 

 

 
      
Earl R. Taylor, Executive Director 
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