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I.   INTRODUCTION 1 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 2 

A. My name is Nicholas Furia, and my business address is 1 Water Street, Camden, NJ 08102. 3 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 4 

A. I am employed by American Water Works Service Company, Inc (“Service Company” or 5 

“AWWSC”) as Assistant Treasurer. The Service Company is a subsidiary of American 6 

Water Works Company, Inc. (“American Water”) that provides support services to 7 

American Water’s subsidiaries, including Tennessee-American Water Company 8 

(“Tennessee-American,” “TAWC,” or the “Company”). 9 

Q. WHAT ARE YOUR DUTIES AS ASSISTANT TREASURER? 10 

A. I am responsible for oversight and support of the treasury function and the day-to-day 11 

activities of the treasury department. This includes the planning, analysis, and execution of 12 

all treasury activity, including debt and equity financings for American Water and its 13 

subsidiaries. I also serve as Assistant Treasurer for Tennessee-American, responsible for 14 

supporting its management and finance teams in the execution of its financing plans 15 

and overall capital structure management. 16 

Q. PLEASE STATE YOUR PROFESSIONAL EXPERIENCE? 17 

A. I have 20 years of accounting and finance experience. Since 2014, I have been employed 18 

by the Service Company in multiple finance roles and most recently as the Assistant 19 

Treasurer since July 2021. Prior to my work for the Service Company, I held various 20 

accounting and finance roles in multiple industries, including commercial real estate and 21 
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equipment leasing. I started my career in public accounting as an auditor and tax 1 

accountant. 2 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 3 

PROFESSIONAL ASSOCIATIONS. 4 

A. I hold a Master of Science in Finance from The Pennsylvania State University and Bachelor 5 

of Science in Business Administration Accounting from Drexel University.  I am a licensed 6 

Certified Public Accountant in the State of Pennsylvania. 7 

Q. HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY BEFORE THE 8 

TENNESSEE PUBLIC UTILITY COMMISSION (“TPUC” OR “COMMISSION”) 9 

OR OTHER STATE REGULATORY COMMISSIONS? 10 

A. While I have not previously testified before TPUC, I have provided testimony supporting 11 

the weighted average cost of capital (“WACC”) on behalf of Indiana-American Water 12 

Company, Inc., Kentucky-American Water Company, Virginia-American Water 13 

Company, and Illinois-American Water Company in their respective jurisdictions. 14 

Q. ARE YOU SPONSORING ANY EXHIBITS? 15 

A. Yes, I am.  I am sponsoring the following exhibit: 16 

• Exhibit CS-1 Schedule CS-1.1-Capital Structure-NF 17 

I will discuss these exhibits in further detail in my testimony below. 18 

Q. WAS THE PETITIONER'S EXHIBIT LISTED ABOVE PREPARED BY YOU OR 19 

UNDER YOUR DIRECTION AND SUPERVISION? 20 

A. Yes. 21 

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY? 22 
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A. The purpose of my direct testimony is to present the recommended capital structure used 1 

for computing Tennessee-American’s WACC of 7.94% proposed in this proceeding. The 2 

WACC is used as the authorized overall rate of return on rate base. The Company’s WACC 3 

reflects the ratio of each component in the Company’s proposed capital structure, as well as 4 

the cost of debt associated with the short- and long-term debt described below and the rate 5 

of return on common equity recommendation presented in the Direct Testimony of TAWC 6 

witness Ann E. Bulkley. 7 

II. CAPITAL STRUCTURE AND COST OF CAPITAL 8 

Q. WHAT IS A UTILITY CAPITAL STRUCTURE? 9 

A . Capital structure refers to the mix of capital components that a utility, such as TAWC, uses 10 

to finance its assets or rate base. A utility’s assets are generally long-lived, so a utility’s 11 

capital structure tends to include long-term securities, such as common equity and long-12 

term debt. 13 

Q. WHAT IS THE PURPOSE OF DETERMINING THE COMPANY’S CAPITAL 14 

STRUCTURE? 15 

A. The capital structure is used to compute the Company’s WACC.  As detailed below, the 16 

WACC takes the rate of return for each component of the Company’s capital structure and 17 

weights them by their overall percentage of the Company’s capital structure.  In this way, 18 

the WACC is the overall rate of return applied to the Company’s rate base, which informs 19 

the revenue requirement and ultimately the rates. 20 

Q. WHAT FORECASTED PERIOD HAS THE COMPANY PROPOSED IN THIS 21 

CASE? 22 
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A. The Company’s proposed forecasted period is the twelve months ending December 31, 2025 1 

(the “Attrition Year”), and to match this forecasted period I have calculated the WACC of 2 

the Company for the Attrition Year. 3 

Q. WHAT ATTRITION YEAR CAPITAL STRUCTURE DO YOU SPONSOR FOR 4 

COMPUTING THE COMPANY’S WACC FOR RATEMAKING PURPOSES? 5 

A. I sponsor the projected capital structure for the thirteen-month average of the Attrition Year 6 

ending December 31, 2025, which is included in the filing documents on Exhibit CS-1. 7 

Schedule CS-1.1 indicates the thirteen-month average capital structure and WACC on 8 

which the Company bases its revenue requirement in this case. As discussed further below, 9 

the Attrition Year capital structure is comprised of 1.99% short-term debt, 43.49% long-10 

term debt (45.48% total debt), and 54.52% common equity.  For comparison purposes, 11 

Schedule CS-1.1 also includes the Company’s capital structure as of December 31, 2023. 12 

Q. IN WHAT MANNER DOES THE COMPANY CURRENTLY OBTAIN ITS LONG-13 

TERM AND SHORT-TERM DEBT? 14 

A. The Company utilizes the services of American Water Capital Corp. (“AWCC”) to meet its 15 

long-term (“LT”) and short-term (“ST”) debt requirements. AWCC is an American Water 16 

subsidiary, and an affiliate of TAWC, established for the purpose of providing financial 17 

services to American Water, its water utility subsidiaries, and the Service Company, 18 

including the issuance of debt securities in a consolidated, cost-effective manner.  19 

Q. HAS THE COMMISSION APPROVED THE COMPANY OBTAINING ITS DEBT 20 

THROUGH AWCC? 21 

A. Yes, it has.  The Commission has a long history of approving financing transactions 22 
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between TAWC and AWCC and did so most recently in Docket No. 24-00001.1 1 

Q. WHAT FACTORS REQUIRE THE COMPANY TO SEEK ADDITIONAL 2 

CAPITAL? 3 

A. The need for new capital is driven by the Company’s ongoing investment in capital 4 

improvements to meet the new and changing regulations in the water industry, to replace 5 

aged treatment and distribution facilities, and to continue to provide quality, reliable water 6 

service to its customers. The Company’s capital structure reflects two new LT debt 7 

financings, the first in the amount of $15 million, scheduled for May 2024, and the second 8 

in the amount of $8.62 million, scheduled for May 2025. The capital structure also reflects 9 

two equity infusions totaling $12 million ($9 million, which occurred on March 29, 2024, 10 

and $3 million planned for March 2025) through the Attrition Year ending December 31, 11 

2025. It is important that the Company maintain a strong financial position to allow it to 12 

continue to attract capital at a reasonable cost, which will, in turn, enable the Company to 13 

continue to provide safe, reliable, and affordable water service to its customers. 14 

Q. WHAT IS THE LEVEL OF SHORT-TERM DEBT INCLUDED IN THE 15 

COMPANY’S FORECASTED TEST YEAR CAPITAL STRUCTURE? 16 

A. The Company uses ST debt to temporarily finance capital improvements. This type of 17 

financing is used to bridge the gap between the placement of permanent financings, such as 18 

LT debt and common equity. As previously explained, the capital structure used to set rates 19 

in this proceeding should reflect the capital component mix that will be in place to finance 20 

the rate base upon which rates will be set, since the capital structure is used to calculate the 21 

overall rate of return that is applied to rate base. The level of ST debt in the Company’s 22 

 
1 See Docket No. 24-00001, Order Approving Financing Arrangement (Mar. 15, 2024). 
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Attrition Year capital structure in this case is 1.99%, which reflects the Company’s thirteen-1 

month average balance for the Attrition Year. That level of ST debt is reflective of the level 2 

that will be utilized to fund the investments under construction but not yet placed into 3 

service and other cash requirements during the Attrition Year. 4 

Q. HOW WAS THE COST RATE FOR THE COMPANY’ S SHORT-TERM DEBT 5 

DETERMINED? 6 

A. The projected short-term rates are based on the Overnight Index Swap (“OIS”) forward 7 

curve with the current credit spread applied. 8 

Q. CAN YOU PLEASE FUTHER EXPLAIN THE OVERNIGHT INDEX SWAP AND 9 

CREDIT SPREAD? 10 

A. Certainly. The OIS forward curve is the only observable future risk-free rate available 11 

universally. The OIS forward curve is the market benchmark for risk-free rates because it 12 

does not consider the credit quality of banking partners; it is entirely void of any credit 13 

component. While it is difficult to predict future rates with precision, market data— 14 

including economic performance, Federal Reserve monetary policy, and other indicators—15 

are embedded into the OIS forward curve. Therefore, it is a frequently used market 16 

convention as a basis for forecasting future rates when required. In spite of this, it is possible 17 

that actual rates will be higher or lower than the OIS forward curve due to those same market 18 

factors and other unforeseen events. Like all issuers, AWCC has a credit profile with 19 

inherent risks. To compensate investors for this risk, AWCC pays a credit spread above the 20 

risk-free rate. AWCC forecasts its future credit spread to be consistent with its current 21 

average credit spread. This is reasonable as there is no forward curve for credit spreads, and 22 

we expect AWCC’s credit profile to remain unchanged in future periods.  23 
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Q. PLEASE EXPLAIN THE NEW LONG-TERM DEBT FINANCING INCLUDED IN 1 

THIS FILING. 2 

A. The Company’s Attrition Year capital structure includes $15 million of new LT debt to be 3 

placed in May 2024.  On February 23, 2024, AWCC closed on a $1.4 billion senior note 4 

issuance, which was comprised of $700 million in 10-year senior taxable notes at a 5.15% 5 

coupon and $700 million in 30-year senior taxable notes at a 5.45% coupon. AWCC will 6 

use proceeds from this offering to fulfill TAWC’s new 2024 LT debt of $15 million at the 7 

same terms and cost. The Company has also forecasted an issuance in May 2025 of $8.62 8 

million. This amount will also be split between ten- and thirty-year taxable bonds with 9 

assumed interest rates of 5.203% and 5.503%. Issuance costs are projected to be 1% of the 10 

principal for the new bonds. In addition, the LT debt carrying value was adjusted to reflect 11 

the amortization of debt expense that will occur through the end of the Attrition Year. 12 

Q. HOW WAS THE WEIGHTED COST OF THE COMPANY’S LONG-TERM DEBT 13 

DETERMINED? 14 

A. The Company’s LT debt cost was derived using the actual per-books LT debt balances of 15 

the Company along with forecasted issuances through the Attrition Year. TAWC anticipates 16 

two forecasted LT debt issuances through the Attrition Year, one in 2024 and the other in 17 

2025 as discussed above. The 2024 LT debt rates are known and will be funded based on 18 

AWCC’s February senior note issuance. The 2025 forecasted LT debt rates were based on 19 

the forward curves of the 10- and 30-year U.S. Treasury bonds plus a credit spread and are 20 

5.203% and 5.503%. 21 

Q. WHAT FACTORS SHOULD BE CONSIDERED WHEN ESTABLISHING A 22 

COMMON EQUITY RATIO FOR THE ATTRITION YEAR? 23 
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A. An appropriate common equity ratio should consider (i) how the forecasted rate base is 1 

financed or projected to be financed, (ii) whether it provides sufficient financial strength to 2 

allow access to cost-efficient financing, and (iii) whether it is reasonable as compared with 3 

its proxy group as defined in Company witness Bulkley’s Direct Testimony. As discussed 4 

herein, Tennessee-American has planned two LT debt financings totaling $23.62 million 5 

and two equity infusions totaling $12 million in the Attrition Year. These financings, 6 

together with internally-generated financing via retained earnings, result in a December 31, 7 

2025 thirteen-month-average common equity ratio of 54.52%.  Because this is the equity 8 

level that will be used to finance the rate base for this period, this is the equity level that 9 

should be used to set rates. Further, Tennessee-American’s December 31, 2025 common 10 

equity ratio is reasonable in comparison to the proxy group’s 3-year average common equity 11 

ratio of 53.50% included in Witness Bulkley’s Direct Testimony. Additionally, the capital 12 

structure with a 54.52% equity ratio will provide a level of financial strength that will allow 13 

for the efficient attraction of debt and equity capital. 14 

Q. HOW DOES A REASONABLE COMMON EQUITY RATIO BENEFIT 15 

TENNESSEE-AMERICAN AND THE COMPANY’S CUSTOMERS? 16 

A. A utility that is well run, generates predictable financial results, and maintains a capital 17 

structure that allows for the efficient attraction of capital benefits its customers. There is a 18 

direct link between a utility delivering predictable financial results and maintaining solid 19 

credit ratings. Financial results dictated by positive, growing, and predictable earnings, 20 

along with other financial metrics, contribute to a company’s ability to access capital at a 21 

reasonable cost. Conversely, companies with poor financial results or with capital structures 22 

that are outside reasonable levels will pay more to access capital.  Therefore, Tennessee 23 



Page | 9 FURIA - DT 
 

American and its customers will benefit from its ability to access capital, when needed, to 1 

complete critical improvements allowing the Company to continue to provide safe and 2 

reliable water services.  3 

Q. WILL THE COMPANY RECEIVE ANY EQUITY INFUSIONS FROM 4 

AMERICAN WATER BOOKED AS ADDITIONS TO PAID-IN CAPITAL 5 

THROUGH THE ATTRITION YEAR? 6 

A. Yes. The Company’s financing plan includes equity infusions from American Water of 7 

$9,000,000, which occurred on March 29, 2024, and $3,000,000 planned for March 2025. 8 

These equity infusions are booked to paid-in capital.  9 

Q. PLEASE EXPLAIN WHAT YOU MEAN BY “EQUITY INFUSION.” 10 

A. An equity infusion represents funds provided to TAWC by its parent, American Water. 11 

These funds are booked to TAWC’s paid-in capital account and are included in the balance 12 

of TAWC’s total common equity. No additional shares are issued to American Water for 13 

receipt of the funds.  14 

Q. WHAT WEIGHTED AVERAGE COST OF CAPITAL IS THE COMPANY 15 

REQUESTING IN THIS CASE? 16 

A. The overall WACC is calculated by summing the component costs of the capital structure, 17 

with each component weighted by its respective proportion to total capitalization. Based on 18 

the projected capital component balances, the 10.75% return on equity recommended by 19 

Company witness Ann Bulkley, and the component costs I have described above, the overall 20 

weighted average cost of capital being requested is 7.94%, as shown on Exhibit CS-1 21 

Schedule CS-1.1.  22 
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Q. DO CUSTOMERS BENEFIT FROM TENNESSEE-AMERICAN’S EFFORTS TO 1 

MAINTAIN A REASONABLE CAPITAL STRUCTURE AND COST OF 2 

CAPITAL? 3 

A. Yes. Customers benefit from a utility that is well run, generates predictable financial results, 4 

and maintains an appropriate capital structure. There is a direct link between a utility 5 

delivering predictable financial results and maintaining solid credit ratings. Ratings 6 

agencies consider an entity’s financial results both as a qualitative and a quantitative 7 

measure in establishing a company’s credit rating. Positive, growing, and predictable 8 

earnings per share and other financial metrics contribute to a company’s ability to access 9 

capital at a reasonable cost. Companies with poor financial results or with capital structures 10 

that are outside reasonable levels will need to pay more to access capital. Tennessee-11 

American’s customers benefit from the utility’s financial performance, which helps 12 

maintain strong credit ratings and enabling access to capital markets on favorable terms. 13 

III. CONCLUSION 14 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 15 

A. Yes.  16 
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