
   
 

BEFORE THE TENNESSEE PUBLIC UTILITY COMMISSION 
 

NASHVILLE, TENNESSEE  
November 16, 2023 

 
IN RE: 
 
PETITION OF TENNESSEE WATER  
SERVICE, INC. TO ADOPT ANNUAL  
REVIEW MECHANISM AND TARIFF  
PURSUANT TO TENN. CODE ANN.  
§ 65-5-103(D)(6) 

)
)
)
)
) 
) 
) 

 
 
 

DOCKET NO. 
23-00046 

 
              
 

ORDER APPROVING STIPULATION AND SETTLEMENT AGREEMENT ON 
ANNUAL RATE REVIEW MECHANISM AND TARIFF 

              
 

This matter came before Chairman Herbert H. Hilliard, Vice Chairman David F. Jones, 

Commissioner Robin L. Morrison, Commissioner Clay R. Good, and Commissioner Kenneth C. 

Hill of the Tennessee Public Utility Commission (the “Commission” or “TPUC”), the voting panel 

assigned to this docket, during a hearing held on October 16, 2023 via WebEx,1 for consideration 

of the Stipulation and Settlement Agreement (“Settlement Agreement” or “Agreement”) filed on 

September 27, 2023. The Settlement Agreement reflects the agreement between Tennessee Water 

Service, Inc. (“TWS” or “Company”) and the Consumer Advocate Division of the Office of the 

Tennessee Attorney General (“Consumer Advocate”) relative to the Tennessee Water Service, Inc. 

Petition to Adopt Annual Review Mechanism and ARM Tariff Pursuant to Tenn. Code Ann. § 65-

5-103(d)(6) (“Petition”) filed on June 20, 2023 by TWS. In its Petition, TWS seeks Commission 

approval of its request to opt into an alternative regulatory method authorized by Tenn. Code Ann. 

 
1 This matter is subject to a 120-day statutory deadline for resolution that necessitates that a  hearing be convened in 
order to comply with statutory requirements. As the Commission’s regularly scheduled October 2023 Commission 
Conference was not convened, the Commission was unable to obtain a physical quorum. Therefore, the hearing in this 
matter was convened electronically via WebEx with a quorum of the panel. 



   
 

§ 65-5-103(d)(6). 

I. BACKGROUND AND PETITION 

 TWS is a public utility engaged in the provision of water utility service in the Chalet 

Village Subdivision in Sevier County, Tennessee. TWS is a Tennessee corporation with a business 

address located in Jasper, Georgia.2   

 Before this case, TWS’s most recent rate case was in Docket No. 19-00028, filed February 

28, 2019.3 The Company’s 2019 Rate Case Petition was approved by an order issued on January 

20, 2020, which was subsequently amended to make technical corrections by the Commission’s 

Amended Order issued on March 9, 2020.4 The genesis of the 2019 Rate Case lies in the 

devastating wildfires of November 2016 in Sevier County, Tennessee, which resulted in the loss 

of 14 lives, significant property destruction and damage to homes and businesses, and the reduction 

of TWS’s customer water connections from 580 to only 57. TWS also sustained significant loss 

of its water infrastructure during the wildfires.5 The Company asserts in the Petition that “the 

Commission announced findings and conclusions with significant specificity with regard to the 

rate-making methodology for TWS.”6  

 In its Petition, TWS states that the statutory prerequisites, as set out in Tenn. Code Ann. § 

65-5-103(d)(6), for the Company to opt into an annual rate review mechanism (ARRM) have been 

satisfied.7 The Company engaged in a general rate case within the five (5) years prior to the 

 
2 Petition, p. 1 (June 20, 2023). 
3 Id. a t 5. See also In re: Petition of Tennessee Water Service, Inc. for Adjustment of Rates and Charges, approval of 
a Qualified Infrastructure Investment Program, and Modification to Certain Terms and Conditions for the Provision 
of Water Service, Docket No. 19-00028, Petition (“2019 Rate Case Petition”) (February 28, 2019) (“2019 Rate Case”). 
4 2019 Rate Case, Docket No. 19-00028, Order (January 20, 2020); 2019 Rate Case, Docket No. 19-00028, Amended 
Order (March 9, 2020). 
5 Id. 
6 Petition, p. 6, (June 20, 2023). 
7 The annual rate review mechanism acronyms of ARRM and ARM are used interchangeably, with identical meaning, 
in this Order and in the attached Exhibit. 



   
 

Petition by completion of the 2019 Rate Case. In addition, the order in the 2019 Rate Case adopts 

a methodology sufficient for an annual rate review.8 TWS proposes a one-step or single filing 

annual process, based upon the Company’s actual books and records. In addition, the Company 

asserts that the requested ARRM utilizes the methodologies approved in the 2019 Rate Case.9 The 

proposed ARRM is based upon a historic base period, defined as the twelve (12)-month period 

ending December 31st of each calendar year, and will not include any forecasted or forward-

looking data. The ARRM will be filed on or before April 30th each year, and the rates adopted will 

become effective on September 1st. The ARRM will also include a true-up procedure to eliminate 

any under or over-recovery of costs.10 

 Along with its Petition, TWS filed the Pre-Filed Direct Testimony and Exhibits of Dante 

M. DeStefano, Director of Regulatory Affairs for Corix Infrastructure, Inc. (“CII”), the parent of 

TWS. Exhibit 1 to Mr. DeStefano’s Pre-Filed Testimony provides a detailed explanation of the 

methodologies to be utilized when submitting the annual ARRM.11 In addition, the Company 

submitted the Pre-Filed Direct Testimony of Tiffany Van Horn, President of TWS.12 

II. TRAVEL OF THE CASE 

 The Consumer Advocate Division of the Attorney General’s Office (“Consumer 

Advocate”) filed the Consumer Advocate’s Petition to Intervene on July 12, 2023. The Hearing 

Officer granted the intervention of the Consumer Advocate by order entered on July 12, 2023. 

Subsequently, the Hearing Officer entered an Order Establishing Procedural Schedule on July 13, 

2023. The parties commenced the submission of discovery requests and responses and the 

 
8 Id. a t 5-6. 
9 Id. a t 6-7. 
10 Id. 
11 Id. at App. B, Dante M. DeStefano, Pre-Filed Direct Testimony. 
12 Id. at App. A, Tiffany Van Horn, Pre-Filed Direct Testimony. 



   
 

Company also responded to data requests from Commission Staff.  

The Consumer Advocate filed the Pre-Filed Direct Testimony of David N. Dittemore, who 

asserts that the Company’s submitted ARRM should be rejected and recommends an annual rate 

review mechanism that would adjust annually based upon a CPI-type index associated with water 

operations. As an alternative position, Mr. Dittemore offered adjustments to the ARRM proposed 

by TWS, including: the elimination of hard-coded data in submitted exhibits, schedules, and 

workpapers; application of non-revenue water calculations and related expense adjustments to the 

historical base period and attrition period; application of a non-revenue water rate of 15% instead 

of 20%; and the prohibition of transfer of the ARRM to any future acquirer of a direct controlling 

ownership interest in TWS.13 

Mr. DeStefano submitted Pre-Filed Rebuttal Testimony on behalf of TWS. Mr. DeStefano 

rejects the Consumer Advocate’s proposal to adopt an annual CPI mechanism, asserting that such 

a mechanism would not consider customer counts or customer feedback with regard to rate design. 

In addition, Mr. DeStefano responded to the alternative recommendations to the ARRM proposed 

by Mr. Dittemore. While Mr. DeStefano reiterates his support for the Company’s 20% non-water 

revenue “threshold” rate, he asserts the Company’s general agreement with the remaining three 

(3) recommendations proposed by the Consumer Advocate. He also expresses a willingness to 

commit to a re-evaluation of the ARRM to determine continuation, modification, or termination 

with its fifth ARRM filing and that the Company is amenable to the Commission imposing an 

inflation-adjusted cap for external costs and any incremental internal costs associated with each 

annual ARRM filing.14 

 The parties engaged in discussions to resolve outstanding issues. As a result of these 

 
13 David N. Dittemore, Pre-Filed Direct Testimony (August 25, 2023). 
14 Dante M. DeStefano, Pre-Filed Rebuttal Testimony (September 22, 2023). 



   
 

discussions, on September 27, 2023 the parties filed a Stipulation and Settlement Agreement 

(“Settlement Agreement”) for consideration by the Commission.15 

III. THE HEARING 

 A hearing in this matter was held before the voting panel of Commissioners during a 

regularly scheduled Commission Conference on October 16, 2023, as noticed by the Commission 

on October 6, 2023. Participating in the hearing were the following parties and their respective 

counsel: 

Tennessee Water Service, Inc. – Ryan A. Freeman, Esq., Baker, Donelson, Bearman, 
Caldwell & Berkowitz, PC, Suite 1900 Republic Centre, 633 Chestnut Street, Chattanooga, 
TN 37450; Dante DeStefano, 500 W. Monroe Street, Suite 3600, Chicago, IL 60661-3779. 
 
Consumer Protection and Advocate Division – Karen Stachowski, Esq., Office of the 
Tennessee Attorney General, Consumer Advocate Unit in the Financial Division, P.O. Box 
20207, Nashville, Tennessee 37202-0207. 

 
The panel heard testimony from TWS witness, Dante DeStefano. Mr. DeStefano detailed the 

proposed ARRM contained in the Settlement Agreement. Mr. DeStefano was made available for 

questions from the Commissioners or Commission Staff.16 Following testimony, the panel 

solicited comments from the public, but no member of the public sought to be heard.17  

IV. THE SETTLEMENT AGREEMENT 

 The parties submitted a Settlement Agreement that resolves all issues relative to this docket. 

The ARRM tariff plan, as agreed upon by the parties, is attached as Exhibit A to the Settlement 

Agreement.18 

 The ARRM plan submitted by the Company with its Petition served as the basis for the 

agreed upon ARRM plan, incorporating a number of changes upon which the parties agreed. In 

 
15 Settlement Agreement (September 27, 2023). 
16 Transcript of Hearing, p. 14 (October 16, 2023). 
17 Id. a t 15. 
18 Settlement Agreement (September 27, 2023). 



   
 

general, the Settlement Agreement provides the structure and requirements for reviewing both the 

ARRM filing and reconciliation to arrive at the true-up rate adjustment or rate reset. Terms of the 

Settlement Agreement include: 

1. The Company’s base rates may be reduced, but no base rate increases are 

permitted until the third ARRM filing. 

2. For the first two (2) ARRM filings, no regulatory asset deferral will be 

created as a result of any computed revenue deficiency. 

3. The base rate increase limitation for the first two (2) ARRM filings would 

not prevent the Company from filing revenue-neutral rate design proposals with the 

Commission for consideration. 

4. Each ARRM filing will include schedules and supporting workpapers with 

formulas intake and hard-coded data removed, where possible. If hard-coded data 

is necessary, the Company will properly cite or cross-reference the source of the 

hard-coded data. 

5. Schedule B-3 as provided in Exhibit 2 of the Petition will be provided for 

computing a non-revenue water rate for the Historic Period Excess or Deficiency 

Calculation and for the Attrition Period Rate Reset, establishing a process and 

procedure for the computation. 

6. Should the non-revenue water rate exceed 15% for the Historic Period 

Excess or Deficiency Calculation or the Attrition Period Rate Reset, the Company 

will proportionately adjust Purchased Water Expense, Chemicals Expense, and 

Purchased Power Expense. 

7. The Company will submit a reevaluation of its ARRM with its fifth annual 



   
 

ARRM filing or its next base rate case filing, whichever occurs sooner. 

8. The ARRM is not transferrable to any future acquirer of a controlling 

interest in the Company. 

9. Recovery of ARRM costs related to the filing and processing of each 

ARRM filing is limited to $15,000 annually, inclusive of incremental internal 

costs.19 

 The general nature of the ARRM is essentially the same as the original ARRM proposed 

by TWS in that both plans require the ARRM to be filed annually and a reconciliation of previous 

year’s earnings with the earnings authorized in the last rate case is performed. Adjustment to 

historical data will be in conformity with the Company’s latest rate case. Adjustment of rates will 

be prospective.20 

V. CRITERIA FOR ESTABLISHING JUST AND REASONABLE RATES 

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

Tennessee.21 The Commission is “authorized to implement alternative regulatory methods to allow 

for public utility rate reviews and cost recovery in lieu of a general rate case proceeding….”22 A 

public utility may elect to opt into an annual rate review of its rates that is based upon the 

methodology adopted in the public utility’s most recent rate case, occurring within the five (5) 

years prior to the opt-in.23 Further, the Commission must determine whether the annual review 

mechanism is in the public interest.24 

 
19 Id. 
20 Id. 
21 Tenn. Code Ann. §§ 65-4-101(6); 65-4-104; 65-5-101, et seq. (2019 Supp.). 
22 Tenn. Code Ann. § 65-5-103(d)(1)(A) (2019 Supp.). 
23 Tenn. Code Ann. § 65-5-103(d)(6) (2019 Supp.). 
24 Id. 



   
 

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 with regard to the Settlement Agreement. 

VI. FINDINGS AND CONCLUSIONS 

Following the hearing on the proposed Settlement Agreement, the panel deliberated on the 

matter. The panel found that the Settlement Agreement, along with its Exhibit, demonstrate that 

the TWS ARRM follows the ratemaking methodologies established in the 2019 Rate Case, as 

required by Tenn. Code Ann. § 65-5-103(d)(6). In addition, the panel found that the cost of debt 

and equity adopted in the 2019 Rate Case are utilized in determining any normalized annual over 

or under-earnings, consistent with statutory requirements. The panel also found that the parties’ 

agreement to cap the Company’s base rates for the first two (2) years of the ARRM to be reasonable 

in the context of the concern expressed by the Company in its Petition that the proposed ARRM 

would ensure that the Company does not over-earn as its customer base continues to rebuild.25  

The voting panel found that the ARRM, as agreed to by the parties and summarized in the 

Settlement Agreement, is a once-a-year filing based upon known historical information and data. 

The Settlement Agreement ARRM complies with Tenn. Code Ann. § 65-5-103(d)(1) and (d)(6). 

Additionally, this mechanism will allow the Company to recover its operating costs in a timely 

manner while avoiding the cost and time necessary for a general rate case. Further, the ARRM will 

result in the Company having the opportunity to recover expenses and earn the fair and reasonable 

return on equity as established in its 2019 Rate Case, while continuing to provide reliable, safe 

service to its customers. Therefore, the panel found that the ARRM is in the public interest. 

Thereafter, the panel voted unanimously to approve the Settlement Agreement.  

 
25 Petition, pp.6-7 (June 20, 2023). 



   
 

IT IS THEREFORE ORDERED THAT: 

 1. The Stipulation and Settlement Agreement, including all attachments thereto, a 

copy of which is attached to this Order as Exhibit 1, is approved and adopted, and incorporated 

into this Order as if stated herein verbatim. 

 2. The settlement of any issue under the terms of the Stipulation and Settlement 

Agreement shall not be cited by any party thereto, nor any other entity, as binding precedent in any 

other proceeding before this agency, or any other regulatory agency or court in this state, any other 

state, or within the federal government. 

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

a Petition for Reconsideration with the Commission within fifteen (15) days from the date of this 

Order.   

4. 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 (60) days from the date of this Order. 

 
FOR THE TENNESSEE PUBLIC UTILITY COMMISSION: 
 
Chairman Herbert H. Hilliard,  
Vice Chairman David Jones 
Commissioner Robin L. Morrison,  
Commissioner Clay R. Good, and 
Commissioner Kenneth C. Hill concurring.  
 
None dissenting. 

 
ATTEST: 

 
      
Earl R. Taylor, Executive Director 



   
 

 
 

 
 
 
 
 

EXHIBIT 1 



Electronically Filed in TPUC Docket Room on September 27, 2023 at 1:00 p.m. 








































