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EXHIBIT C

Switzerland County Natural Gas Co., Inc.
Vevay, IN

Pro-Forma Operating Income Statement
At Pro-Forma Present and Proposed Rates
For the Twelve Months Ended September 30, 2017

Increase Required: 9.39%
Pro-Forma Pro-Forma
September Present Proposed
2017 Adjustments Ref Rates Adjustments  Ref Rates
Operating Revenues
Gas sales $1,041615 $ (498,083) (1) $ 543,532 $102,179 (A $ 645,711
Other gas revenues 7,018 7,018 7,018
Total operating revenues 1,048,633 (498,083) 550,550 102,179 652,729
Operating Expenses
Natural gas purchased 495,757 (487,285) (2) 8,472 8,472
Other operation & maintenance 363,877 61,910 (3) 425,787 815 (B&C) 426,602
Depreciation 97,912 (5.518) (4) 92,394 92,394
Taxes other than income taxes 35,471 (4,084) (5) 31,387 1,421 (D) 32,808
Income taxes 18,467 (19,163)  (6) (696) 25,592 (E) 24,896
Total cperating expenses 1,011,484 (454,138) 557,346 27,828 585,174

Net operating income $ 37149 $ (43,945) $ (6,796) $ 74,352 $ 67,555




Switzerland County Natural Gas Co., Inc.
Vevay, IN

DETAIL OF PRO-FORMA PRESENT RATE ADJUSTMENTS

(1) REVENUE ADJUSTMENTS

(@)

To adjust operating revenues to eliminate GCA revenue included in the test year.

(b)

To adjust operating revenues to move to new NOAA averages for NTA.

(c)

To adjust operating revenues for decrease in tariff rate from settlement in Cause No. 44293

Total adjustment to operating revenues - increase / (decrease)

SCHEDULE C-1

Page 1 of 8
$ (476,626)
$ (1,527)
3 (19,930)
$ (498,083)




SCHEDULE C1
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Switzerland County Natural Gas Co., Inc.
Vevay, IN
DETAIL OF PRO-FORMA PRESENT RATE ADJUSTMENTS

(2) NATURAL GAS PURCHASED ADJUSTMENT
To adjust natural gas purchased to eliminate the cost of natural gas purchased from
base rates.

Sales - Dth 140,026

Unaccounted for gas percentage 1.58%

Pro-Forma purchased gas 2,212

Estimated cost of purchased gas (Schedule C-3) $ 3.83

Pro-Forma cost of gas $ 8,472

Less: test year purchased gas 495,757

Increase / (decrease) in natural gas purchased $ (487,285)




SCHEDULE C-1
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Switzerland County Natural Gas Co., Inc.
Vevay, IN
DETAIL OF PRO-FORMA PRESENT RATE ADJUSTMENTS
(3) OPERATION AND MAINTENANCE EXPENSE ADJUSTMENTS
(a)
To adjust other operation and maintenance expense for the annualization of payroll
and wage increases
Pro-Forma payroll expense 3 191,916
Test year payroll expense '~ 164,455
Payroll adjustment - increase / (decrease) $ 27,461
(b)
To adjust other operations and maintenance expense for retirement contribution made
on behalf of employees.
Payroll adjustment from 3(a) $ 27,461
Test year contribution rate : 10.00%
Retirement expense adjustment - increase / {decrease) 3 2,746
(c)
To adjust other operation and maintenance expense for the amortization of rate case
expense.
Estimated cost of rate case filing $ 230,000
Estimated cost of mailing notice to customers 500
Total estimated cost 230,500
Amortization period - years 5
Annual amortization 46,100
Test year amortization 10,156
Adjustment - increase / (decrease) $ 35,944
(d)
To adjust other operation and maintenance expense to reflect current lURC fee.
Applicable revenues at present rates including GCA revenue $ 1,087,833
Current IJURC rate 0.00120204
Pro-Forma IURC fee at present rates 1,308
Less: Test year IURC fee 1,280
Adjustment - increase $ 28




SCHEDULE C1
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Switzerland County Natural Gas Co., Inc.
Vevay, IN
DETAIL OF PRO-FORMA PRESENT RATE ADJUSTMENTS
(3) OPERATION AND MAINTENANCE EXPENSE ADJUSTMENTS (continued)
(e)
To adjust other operations and maintenance expense for property, worker's
compensation, casualty and general liability insurance.
Pro-Forma insurance expense 3 19,743
Less: Test year insurance expense 17,869
Adjustment - increase / (decrease) $ 1,874
()
To adjust other operations and maintenance expense for the increase in the employer
contribution toward emplolyee health insurance
Pro-Forma contribution expense $ 13,003
Less: Test year contribution expense 11,841
Adjustment - increase / (decrease) $ 1,162
‘ (9)
To adjust other operations and maintenance expense for bad debts.
Annual bad debt write-offs for calendar years:
2016 $ 7,131
2015 6,677
2014 7,355
3 year average $ 7,054
Test year 4,813
Adjustment - increase / (decrease) $ 2,241
(h)

To adjust other operations and maintenance expense for the amortization of tariff
changes required by settlement languange in Cause No. 44293

Expenses incurred $ 6,821
Amortization period 5
Annual amorticaization $ 1,364
Test year expense (6,821)

Adjustment - increase / (decrease) $ (5,457)




SCHEDULE C-1
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Switzerland County Natural Gas Co., Inc.
Vevay, IN

DETAIL OF PRO-FORMA PRESENT RATE ADJUSTMENTS

(3) OPERATION AND MAINTENANCE EXPENSE ADJUSTMENTS (continued)
(i

To adjust other operations and maintenance expense to increase outside services for

additional services related to decoupling. $
@

Adjustment to miscellaneous expenses from QUCC witnesses with additional

Petitioner adjustments.

714

Adjustment to miscellaneous expense proposed by OUCC witnesses k) (5,562)
Less: Outside services included in adjustment 3(h) 491
Safety related advertising expenses 269

Adjustment - increase / (decrease) $ (4,802)

Total adjustment to other operations and maintenance expense - increase / (decrease) 3 61,910




Switzertand County Natural Gas Co., Inc.
Vevay, IN

DETAIL OF PRO-FORMA PRESENT RATE ADJUSTMENTS

(4) DEPRECIATION EXPENSE ADJUSTMENT

Total Utility Plant in Service @ 9/30/17
Less:
Land
Transportation equipment
Office furniture & fixtures
Miscellaneous equipment
Structures equipment
Less: Non-Distribution rate plant

Distribution rate plant
Depreciation rate

Pro-Forma depreciation expense @ 2.5%

Transportation equipment
Less: Fully depreciated

Depreciable transportation and computer equipment
Depreciation rate

Pro-Forma depreciation expense @ 20%

Office furniture & fixtures
Miscellaneous equipment
Structures equipment
Total 10% equipment
Less: Fully depreciated

Depreciabie 10% equipment
Depreciation rate

Pro-Forma depreciation expense @ 10%

Total pro-forma depreciation expense
Less: Test year depreciation expense

To adjust depreciation expense to reflect current plant in service.

$3,394,460
73,088
79,609
40,701
98,569
193,692
(485,659)
2,908,801
2.5%
$ 72,720
79,609
(12,124)
67,485
20%
13,497
40,701
98,569
193,692
332,962
(271,194)
61,768
10%
6,177
92,394
97,912

Adjustment - increase / (decrease) in depreciation expense

SCHEDULE C+1
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$ (5,518)




SCHEDULE CA1
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Switzerland County Natural Gas Co., Inc.
Vevay, IN
DETAIL OF PRO-FORMA PRESENT RATE ADJUSTMENTS
(5) TAXES OTHER THAN INCOME TAX ADJUSTMENTS
(a)
To adjust taxes other than income taxes for increase in FICA and SUTA taxes due to
payroll increase
Payroll wage increase subject to FICA fimits $ 27,461
FICA tax rate 7.65%
Adjustment - increase / (decrease) in FICA taxes $ 2,101
(b)
To adjust taxes other than income taxes for increased cost of property taxes based on
current utility plant in service
Total taxes paid 2017 - 2016 $ 9,306
Utility plant in service for property taxes (December 31, 2016) 1,754,254
Effective property tax rate 0.53%
Current utility plant in service 1,735,162
Pro Forma property tax payment 9,204
Test year property tax expense 16,651
Adjustment - increase / (decrease) in property tax expense $ (7,447)
(c)
To adjust taxes other than income taxes to reflect changes in applicable
revenues for utility receipts tax
Utility Receipts $ 550,550
Less: Exemptions 1,000
Bad Debts 7,054
Utility receipts subject to utility receipts tax 542,496
Applicable utility receipts tax rate 1.40%
Pro-Forma at present rates 7,695
Less: testyear expense 6,333
Adjustment - increase / (decrease) in state utility receipt tax expense $ 1,262
Adjustment - increase / (decrease) in taxes other than income taxes $ (4,084)




Switzerland County Natural Gas Co., Inc.
Vevay, IN

DETAIL OF PRO-FORMA PRESENT RATE ADJUSTMENTS

(6) INCOME TAX ADJUSTMENTS

To adjust income taxes to reflect changes in revenues and expenses

State Income Tax:

(@

Net operating income and state tax $ (7.491)

Plus: utility receipts tax

7,595

Less: synchronized interest (12,200)

(12,096)

Applicable state income tax rate

Pro-Forma at present rates
Less: test year expense

Adjustment - increase / (decrease) in state income tax expense
(b)

Federal Income Tax:

Net operating income before federal
and state income tax

Less:

Synchronized interest

Adjusted state income tax

Federal taxable income
Federal taxable rate

Adjusted federal income tax expense
Less: test year federal income tax

Adjustment - increase / (decrease) in federal income tax expense

Adjustment - increase / (decrease) income taxes

5.75%

(696)

SCHEDULE C-1
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$ (696)

$ (7.491)

12,200

(696)

(18,995)
21%

18,467

$ (18,467)

$ (18,163)




SCHEDULE C-2
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Switzerland County Natural Gas Co., Inc.
Vevay, IN
DETAIL OF PRO-FORMA PROPOSED RATE ADJUSTMENTS
(A)
To adjust operating Revenues to reflect proposed revenue increase.
Proforma sales of gas at present rates - schedule C-3 $ 1,087,869
Requested rate increase 9.390%
Adjustment - increase / (decrease) $ 102,179
(B)
To adjust other operation and maintenance expense to reflect
increase in IURC fee.
Proposed revenue increase $ 102,179
Current effective IURC fee rate 0.12020400%
Adjustment - increase / (decrease) 123
(C)
To adjust other operations and maintenance expense to reflect
the increase in bad debts.
Proposed revenue increase $ 102,179
Current effective rate 0.006772
Adjustment - increase / (decrease) 692

Total adjustment - increase / (decrease) $ 815



SCHEDULE C-2
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Switzerland County Natural Gas Co., Inc.
Vevay, IN
DETAIL OF PRO-FORMA PROPOSED RATE ADJUSTMENTS
{9)
To adjust taxes other than income taxes to reflect pro-forma
changes in revenues and expenses.
Utility Receipts Tax
Proposed revenue increase $ 102,179
Less: Increase in bad debts 692
101,487
Applicable utility receipts tax rate 1.40%
Adjustment - increase / (decrease) $ 1,421
(E)
To adjust income taxes to reflect pro-forma changes in revenue
and expenses.
State Income Tax:
Proposed revenue increase $ 102,179
Less: Increase in IURC fee (123)
Increase in bad debts (692)
Taxable increase 101,364
Applicable income tax rate 5.75%
Adjustment - increase 3 5,828
Federal Income Tax:
Proposed revenue increase $ 102,179
Less: Increase in IURC fee (123)
Increase in utility receipts tax (1,421)
Increase in bad debts (692)
Increase in state income tax (5,828)
Federa! taxable income increase 94,115
Applicable tax rate 21%
Adjustment - increase $ 19,764

Total increase / (decrease) to income taxes $ 25,592



Switzerland County Natural Gas Co., Inc.
Vevay, IN

TOTAL BILLED REVENUE CALCULATION
Estimated volume of gas purchased - DTH
Estimated base cost of gas for GCA

Estimated cost of gas to be included in revenues
Pro-Forma present rate gas sales revenue

Total revenue including gas costs
Requested percentage increase

Revenue adjustment requested

SCHEDULE C-3

140,026
3 3.8874

$ 544,337
543,532

1,087,869
9.39%

$102,179



Switzerland County Natural Gas Co., Inc.

Vevay, IN

ORIGINAL COST RATE BASE

Utility plant in service as of September 30, 2017
Less: Belterra Main

Less: Accumulated depreciation
Accumulated depreciation - Belterra Main

Net utility plant in service

Plus:
Working capital $425,787 /8

Total original cost rate base

Net operating income authorized

EXHIBIT D

$ 3,394,460
$ (1,700,592)
$ 1,693,868
(1,659,298)
822,659
(836,639)
857,229
53,223
$ 910,453
$ 67,556




Switzerland County Natural Gas Co., Inc.

Vevay, IN

CAPITAL STRUCTURE
As of December 31, 2017

EXHIBIT E

Percent
of Weighted
Description Amount Total Cost Cost
Common equity $ 510,189 67.47% 10.25% 6.92%
Long-term debt 75,133.05 9.94% 4.28% 0.42%
Customer deposits 10,645 141% 6.00% 0.08%
Deferred tax 160,238 21.19% 0.00% 0.00%

Total

$ 756,205 100.00%

7.42%



CALCULATION OF SYNCHRONIZED INTEREST

As of December 31, 2017

Percent Weighted
of Weighted Cost
Description Amount Total Cost Cost of Debt

Common Equity $510,189 70.78% 10.25% 7.25% 0.00%
Long-term debt 200,000 27.75% 4.50% 1.25% 1.25%
Customer Deposits 10,645 1.48% 6.00% 0.09% 0.09%
Total $720,834 100.01% 8.59% 1.34%
Rate Base $910,453
Weighted Cost of Debt 1.34%

Synchronized Interest

$12,200
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CERTIFICATE OF SERVICE
The undersigned certifies that a copy of the foregoing has been served upon the following

counsel of record by electronic mail this 30" day of November, 2018:

Indiana Office of Utility Consumer Counselor
Lorraine Hitz-Bradley

115 West Washington Street

Suite 1500 South

[ndianapolis, IN 46204
Ihitzbradley@oucc.in.gov
infomgt@oucc.in.gov
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