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STATE OF INDIANA
INDIANA UTILITY REGULATORY COMMISSION

PETITION OF INDIANA UTILITIES )
CORPORATION INC. FOR (1) AUTHORITY TO )
INCREASE ITS RATES AND CHARGES FOR GAS ) CAUSE NO. 46086
UTILITY SERVICE, AND (2) APPROVAL OF )
NEW SCHEDULES OF RATES AND CHARGES. )

ORDER OF THE COMMISSION:

Presiding Officers:
Wesley R. Bennett, Commissioner
Greg S. Loyd, Administrative Law Judge

On June 13, 2024, Indiana Utilities Corporation (‘“Petitioner” or “Indiana Utilities™) filed
its Petition for a general rate increase, seeking (1) authority to increase its rates and charges; (2)
approval of new schedules of rates and charges; and (3) other requests described in Joint
Petitioners’ case-in-chief. On that same day Indiana Utilities also filed its case-in-chief, which
included testimony and exhibits from the following witnesses:!

Frank Czeschin, President, Indiana Utilities Corporation

Nikki Albin, Vice President of Administration, Indiana Utilities Corporation
Scott A. Schmitt, Vice President of Operations, Indiana Utilities Corporation
Bonnie J. Mann, Certified Public Accountant, LWG CPAs and Advisors

Included with the Attachments of Mr. Frank Czeschin was a partial settlement agreement
(“Partial Settlement”) between the Petitioner and the Indiana Office of the Utility Consumer
Counselor (“OUCC”) (collectively the “Settling Parties”) regarding cost of equity (“COE”). A
copy of the Partial Settlement is attached to this Order.

On June 21, 2024, Petitioner filed a Stipulation as to the Procedural Schedule, setting
forth a procedural schedule and certain other procedural matters that had been agreed upon with
the OUCC. By Docket Entry issued August 2, 2024, the Presiding Officers established certain
procedural requirements, scheduling, and other matters.?

10n July 1, 2024, Petitioner submitted a revised attachment for Indiana Utilities witness Schmitt. On July 12, 2024,
Petitioner submitted a late-filed customer notice published in the Corydon Democrat and submitted an inadvertently
omitted attachment for witness Albin. On July 18, 2024, Petitioner submitted revisions to the Direct Testimony and
attachments of witnesses Czeschin, Mann, and Albin. On August 9, 2024, Petitioner submitted an Amended Petition
correcting typographical errors. On August 27, 2024, Petitioner submitted revised workpapers and a second
submission of revisions to the Direct Testimony of Indiana Utilities witness Mann.

2 The Docket Entry also asked Petitioner to confirm its proposed test year and cutoff date. On August 9, 2024,
Petitioner responded to a Docket Entry dated August 2, 2024, clarifying September 30, 2023, is Petitioner’s intended
test year end date and cutoff date.



On September 19, 2024, the OUCC submitted its case-in-chief, including the testimony
and attachments from the following witnesses:

Mohab M. Noureldin, Utility Analyst, Natural Gas Division of the OUCC
Zachary D. Leinheiser, Utility Analyst, Natural Gas Division of the OUCC
Jason D. Kohlmann, Assistant Director, Natural Gas Division of the OUCC
e Jared J. Hoff, Utility Analyst, Natural Gas Division of the OUCC

On October 8, 2024, Indiana Utilities notified the Indiana Utility Regulatory Commission
(“Commission™) an agreement in principle had been reached with the OUCC. Indiana Utilities
further notified the Commission it no longer intended to file rebuttal testimony. No changes to
the procedural schedule were necessary.

On October 31, 2024, Indiana Utilities and the OUCC filed their Stipulation and
Settlement Agreement, including supporting schedules (“Settlement Agreement”) and supporting
testimony from Indiana Utilities witnesses Czeschin and Mann and Ms. Heather Poole, Director
of the OUCC’s Natural Gas Division. A copy of the Settlement Agreement (sans the separately
filed schedules in excel format) is attached to this Order.

The Presiding Officers issued Docket Entries on November 4, 2024, and on November
13, 2024, requesting additional information from Indiana Utilities, to which Petitioner responded
on November 8, 2024, and on November XX, 2024, respectively.

The Commission held a hearing on the Settlement Agreement on November 20, 2024, at
9:00 a.m. in Room 222 of the PNC Center, 101 West Washington Street, Indianapolis, Indiana.
Petitioner and the OUCC were present and participated through counsel. During the hearing, the
Settlement Agreement was offered and admitted into evidence without objection. The parties’
cases-in-chief and settlement testimony and attachments were also offered and admitted into the
record without objection.

Based on the applicable law and evidence, the Commission now finds:

1. Notice and Jurisdiction. Due, legal, and timely notice of these proceedings was
given and published as required by law. Petitioner is a public utility as defined in Indiana Code 8§
8-1-2-1. Petitioner seeks authority to change its existing rates, charges, tariffs, rules and
regulations. Pursuant to Ind. Code 88 8-1-2-1, -6, -42.7, and -61, the Commission has
jurisdiction over Petitioner and the subject matter of this cause.

2. Petitioner’s Characteristics. Petitioner is a public utility currently providing
natural gas service to approximately 3,504 customers in Harrison and Floyd Counties, pursuant
to various prior Orders of the Commission. Petition 2.

3. Existing Rates, Test Year, and Relief Requested. Petitioner’s current base rates
are those established by this Commission on February 20, 2019, in Cause No. 45116. Such base
rates were reduced through Phase 1 of the Commission’s investigation in Cause No. 45032.
Based on the Amended Petition and our Docket Entry dated August 15, 2024, the test year for
this proceeding is September 30, 2023, as adjusted for changes fixed, known, and measurable
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and occurring within 12 months following the end of such test year. Petitioner’s cut-off date for
determining the used and useful status of its utility plant in service, and the value of its rate base,
is also September 30, 2023. Petitioner sought to increase its rates by 18.41% over the test year,
inclusive of the cost of gas, or additional new revenue in the amount of $1,093,408 over pro
forma present rate revenue.

4, Evidence of the Parties.

A. Petitioner’s Case-in-Chief. Petitioner’s witness Czeschin described his role as
Petitioner’s President. He described Petitioner’s existing rates, established following the
Commission’s Order in Cause No. 45116 on February 20, 2019. He pointed out the test year for
that prior rate case was September 30, 2017. He explained Petitioner is not earning its previously
authorized return on its investment. He described Petitioner’s investment in its utility plant,
indicating such utility plant is used and useful. He explained his opinion on the fair value of
Petitioner’s utility plant in service. He explained what Petitioner was seeking by this base rate
case, including changes in its current monthly customer charge that will recover a reasonable
amount of fixed costs. He explained Petitioner’s contact with the OUCC before this filing was
made and supported the Partial Settlement between Indiana Utilities and the OUCC. Pet. Ex. 1 at
4-5. He described the terms of the Partial Settlement and stated the 10.1% COE, as agreed upon
by the Settling Parties, was reasonable and in the public interest. 1d. at 5-6.

He explained that the settled 10.1% COE was reasonable because Midwest Natural Gas
Corporation’s last litigated rate case (Cause No. 44880) included a test year end of March 31,
2016, with a COE of 10.1% and a significant increase in interest rates have been experienced
since then.? Id. at 5. He went on to explain that while there appears to be reasons to support a rate
higher than the rate determined almost seven years ago, Petitioner believes settling with the
OUCC on 10.1% and reducing the need to litigate this issue is the best course at this time. One
certain benefit to customers is that agreeing on this issue eliminates expenses of a cost of capital
expert. Id. at 5. He testified that the Partial Settlement was in the public interest. Id. at 6. He said
addressing these issues through compromise reduces overall rate case expense, avoids the need
to litigate these complex issues, and allows the parties to focus on the remaining issues in this
case. Id.

Ms. Albin described her work for the Petitioner, including maintaining its books and
records; serving as Petitioner’s Office Manager; working with employees and employee benefits;
and working with various customers. Ms. Albin noted she regularly works with the other
witnesses in this case and counsel of record. She described the customer count as of the test year
and the notices of this base rate case that were provided to Petitioner’s customers.

Ms. Mann explained she was retained to review Petitioner’s financial records for
purposes of forming an opinion on the appropriate level of revenue required to recover
Petitioner’s cost of service; to advise Petitioner’s management on various adjustments that
should be made in the rate case; and to prepare testimony and exhibits supporting the Petitioner’s

3 We note that Midwest Natural Gas Corporation’s last rate case (Cause No. 45888) was settled and also had a
10.1% COE.



request to increase its rates and charges. Ms. Mann explained each adjustment to Petitioner’s
accounting test year of September 30, 2023; the results of such adjustments; the rate base as of
September 30, 2023; and indicated Petitioner’s rates and charges should be increased as set forth
in her Exhibit BJM-1, (Exhibit C).

Mr. Schmitt described his work for the Petitioner, including overseeing its day-to-day
field operations. He explained certain expenses surrounding Petitioner’s field operations, and
discussed Petitioner’s employee policies regarding cell phone usage, reimbursement of meals,
and personal use of vehicles. Mr. Schmitt explained the increase in costs Petitioner has seen in
construction materials, trucks, equipment and rentals, and what actions Petitioner has taken to
put downward pressure on those price increases.

B. OUCC’s_Case-in-Chief. OUCC witnesses proposed various adjustments to
Indiana Utilities’ case-in-chief. OUCC witness Noureldin explained that the primary drivers of
Indiana Utilities’ proposed rate increase were the loss of a large customer, an increase to
expenses across the board, and an increase in rate base. Public’s Ex. 1 at 2. He stated Indiana
Utilities has experienced a significant increase in many of its operating expenses, as well as a
significant increase to its rate base since its last rate case. Id. He also sponsored schedules which
incorporated the agreed upon 10.1% COE. Id. at 1.

He stated the OUCC does not dispute Indiana Utilities’ methodology for calculating its
state and federal income tax calculations. However, Mr. Noureldin stated the removal of rate
case expense and tariff changes from 30-day filing 50704 led to his recommendation of a
decrease of $9,371 in revenue. Id. at 15-16. He also stated Indiana Utilities provided an
adjustment in its revenue requirements, filed in its revision dated August 27, 2024, to reflect a
refund of Excess Deferred Federal Income Taxes (“EDIT”) to its customers. Id. at 18-19. He
stated that the OUCC calculated a recommended revenue increase of $1,039,557 and
recommended the resulting pro forma proposed revenue be allocated to the customer rate classes
as discussed by OUCC witness Hoff. Id. at 19. Overall, he recommended a revenue increase
lower than what Petitioner requested. Id.

OUCC witness Leinheiser discussed various operation and maintenance expenses, the
IURC fee and taxes other than income taxes. He recommended adjustments to rate case expense,
bad debt expense, energy efficiency rebates, payroll expense, retirement expense, property
insurance expense, health insurance expense, IURC fees, miscellaneous administrative and
general expense, severance pay, and payroll taxes.

OUCC witness Kohlmann discussed Indiana Utilities’ original cost rate base, capital
structure, depreciation expense, and property tax expense. He recommended changes to Indiana
Utilities’ rate base, depreciation expense, property tax expense, and the synchronized interest
calculation based on Indiana Utilities’ capital structure.

OUCC witness Hoff discussed Indiana Utilities’ rate design, tariff language changes,
non-recurring charges, customer charges, and Normal Temperature Adjustment calculation. Mr.
Hoff recommended the removal of projected customers and consumption for the Lanesville
expansion area and Tyson Foods from the revenue proof. He recommended an increase in



revenue due to Indiana Utilities incorrectly applying its current tariff rates, and approval of
changes to Petitioner’s miscellaneous tariff charges. He recommended the Commission require a
cost of service study be performed in Indiana Utilities’ next rate case, and approval of Indiana
Utilities” proposed Normal Temperature Adjustment calculation modification. Mr. Hoff also
recommended customer charges be held at their current levels for customers in all rate classes.

C. Second_Settlement Agreement and Settlement Testimony. Two separate
settlement agreements between Indiana Utilities and the OUCC were filed in this Cause. The
first of which, filed with Indiana Utilities’ case-in-chief, is summarized above. The second
settlement agreement is in addition to and complements the first and settled all remaining issues.

Mr. Czeschin’s settlement testimony explained the Settlement Agreement and described
from Petitioner’s perspective why the Settlement Agreement is reasonable and in the public
interest and should be approved by the Commission. Pet. Ex. 5 at 1-11. He explained that he was
authorized by all Settling Parties to inform the Commission all Settling Parties believe that: (a)
the Settlement Agreement as a whole represents a reasonable resolution of the issues in this
Cause; (b) approval of the Settlement Agreement is in the public interest; and (c) all Settling
Parties encourage the Commission, after considering the evidence in support of the Settlement
Agreement, to find the Settlement Agreement to be reasonable and in the public interest and
promptly enter an order approving the Settlement Agreement in its entirety. Id. at 2. He
presented an updated red-lined and clean tariff to reflect the terms of the Settlement Agreement
and a copy of the Settlement Agreement co-sponsored by himself and OUCC witness Poole. Id.

He explained at a high level, through testimony, data requests, and informal discussions
leading up to settlement discussions, the OUCC relayed concerns regarding rate base and
expense items, and customer charges. They also took issue with the inclusion of the Lanesville
revenue and EADIT and made certain recommendations regarding tariff changes. While Indiana
Utilities did not agree with all of the OUCC’s positions, working through this list and other
issues at arm’s-length allowed Indiana Utilities and the OUCC to reach a settlement of all issues.
Id. at 3.

He provided an overview of the Settlement Agreement and discussed the Settlement
Agreement terms. He said Section I.A. of the Settlement Agreement recognizes the parties’
agreement that Indiana Utilities’ proposal, as set forth in its case-in-chief, including the Partial
Settlement, shall be approved, except as modified by this Settlement Agreement. Id. at 4. Section
I.B. states the Settling Parties agree to the settlement schedules as proposed in Public’s Exhibit
No. 5-S, Attachment HRP-1, which are representative of the terms agreed upon in the Settlement
Agreement. Id. Section I.C. of the Settlement Agreement addresses revenues. Id. at 4-5. The
Settling Parties agreed to the following adjustments to revenue, which differ from the
adjustments Indiana Utilities proposed:

a. Additional Customers from Expansion Area: $0;

b. Change in Tariffs: ($9,371);

c. Incorrect Application of Tariff: $12,260; and

d. Reconnection Fee, Return Check Fee, and Credit Card Fee: $1,210.

He explained Section I.D. of the Settlement Agreement addresses expenses. Id. at 5-6.
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The Settling Parties agreed to the following adjustments to expenses, which differ from the
adjustments Indiana Utilities proposed:

a.

S3—mART o SQ@mMe 0T

Rate Case Expense: Rate case expense shall be $75,000 amortized over five years
for an annual amortization amount of $15,000. Removing the test year amount
results in a pro forma adjustment of ($14,583). Indiana Utilities agrees to file a
revised tariff if new base rates have not gone into effect at the end of the five-year
amortization period to remove rate case expense from Indiana Ultilities’ base
rates;

IURC Fee: $635;

Bad Debt Expense: $636;

Energy Efficiency Contribution for Normal Temperature Adjustment: ($30,107);
Payroll Expense: ($5,043);

Retirement Contribution: $60,526;

Property Insurance Expense: ($4,231);

Employee Gifts and Events: ($8,507);

Health Insurance Expense: ($21,929);

Severance Expense: ($28,600);

Depreciation Expense: ($66,296);

Payroll Tax Expense: ($521);

. Property Tax: $8,401; and

State and Federal Income Tax: The Settling Parties agree applicable expense
adjustments will flow through to arrive at the appropriate state and federal income
tax expense.

He stated Section I.E. of the Settlement Agreement addresses rate base. The Settling
Parties agreed the net utility plant in service should be $9,666,416, materials and supplies should
be $33,573, and working capital should be $199,866. Id. at 6. The resulting overall rate base, as
agreed by the Settling Parties, is $9,899,855, as shown in Public’s Exhibit No. 5-S, Attachment
HRP-1. Id. He also explained Section I.F. of the Settlement Agreement addresses the capital
structure. Id. at 6-7. The Settling Parties agreed to the capital structure shown in Public’s Exhibit
No. 5-S, Attachment HRP-1, including:

D OO0 T

an overall weighted average cost of capital of 8.71%;

a 0.02% weighted cost of debt for synchronized interest of $1,980;

Common Equity amount of $13,206,968 and cost of 10.10%;

Customer Deposit amount of $53,390, with a deposit rate of 6.00%;

Deferred Income Tax amount of $1,810,474 at a cost of 0.00%; and

Regulatory Liability from Cause No. 45032 S10 of $284,940 at a cost of 0.00%.

He stated Section I.G of the Settlement Agreement addresses the revenue requirement. 1d.
at 7. The Settling Parties agreed to a recommended revenue increase of $1,043,209, as set forth
in Table 1 below:



Table 1 - Agreed Revenue Requirement

Description Petitioner’s oucc Final Difference
Case-in Chief Case-in- Settlement | (Petitioner’s
Chief Case-in
Chief and
Final
Settlement)

Original Cost Rate Base $9,918,677 $9,899,408 | $9,899,855 ($18,822)

Times: Weighted Cost of 8.71% 8.71% 8.71% 0.00%

Capital

Net Operating Income $863,917 $862,236 $862,277 ($1,640)

Required

Required

Less: Adjusted Net $80,977 $84,660 $81,969 $992

Operating Income

Net Revenue Increase $782,940 $777,576 $780,308 ($2,632)

Required

Gross Revenue Conversion 133.6876% 133.6920% | 133.6920% 0.0044%

Factor

Recommended Revenue $1,046,693 $1,039,557 | $1,043,209 ($3,484)

Increase

He also pointed to additional detail regarding the derivation of the agreed revenue
requirement, provided in the settlement schedules included in Public’s Exhibit No. 5-S,
Attachment HRP-1. Id.

He said Section I.H. of the Settlement Agreement addresses customer service charges. Id.
at 7-8. The Settling Parties agreed to the following customer service charges:

Rate 1R: Residential Service: $15.00;

Rate 1G: General Service: $15.00;

Rate 2: Large Commercial Sales Service: $80.00;

Rate 3: Industrial Service: $583.00;

Rate 4: General Gas Transportation Service: $583.00;

Rate 5: Large Volume Transportation Service: $1,110.00; and
Rate 6: School Transportation Service: $151.00.

@meoooTw

He stated Section I.I. of the Settlement Agreement addresses allocation of the rate
increase. The Settling Parties agreed the revenue requirement increase will be allocated across
the board to all rate classes such that the total revenues of each rate class are increased by the
same percentage. Id. at 8. He explained Section I.J. of the Settlement Agreement addresses tariff
changes. Id. at 8-9. The Settling Parties agreed to the following tariff changes:

a. Indiana Utilities will perform a cost of service study in its next base rate case.
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b. For the revenue proof, Indiana Utilities will remove from this base rate case the
projected customers and consumption from the Lanesville Expansion Area and
Tyson Foods accounts.

c. Indiana Utilities will remove the Tax Cuts and Jobs Act of 2017 Temporary
Adjustment Mechanism and Energy Efficiency Rider pages from its Tariff,
including the Table of Contents.

d. The Settling Parties agree to Indiana Utilities’ proposal to increase its insufficient
funds check charge and reconnection charge, as proposed in Petitioner’s case-in-
chief. The charge back fee shall be implemented as proposed in Indiana Utilities’
case-in-chief.

e. The Settling Parties agree to change the method for calculating the Normal
Temperature Adjustment from a tariffed rate class average consumption to an
individual customer average consumption, as proposed in Indiana Utilities’ case-
in-chief.

He explained the terms of Section I.J. and stated Indiana Utilities agreed to provide the
OUCC and the Commission with a final revenue proof using updated consumption and customer
numbers and an updated tariff (clean and redlined) that includes all tariff changes approved in
this Commission’s Final Order. Id. at 9.

Mr. Czeschin also explained that importantly, the Settling Parties agree that the
Settlement Agreement is reflective of a compromise and neither the making of the Settlement
Agreement nor any of its provisions shall constitute an admission by any Settling Party in this or
any other litigation or proceeding. The Settlement Agreement is a package containing
compromises and will be null and void unless approved in its entirety without an unacceptable
modification or further condition. The Settling Parties agree the Settlement Agreement shall not
be used as precedent, except to the extent necessary to implement or enforce this Settlement
Agreement. The Settlement Agreement also includes provisions considering the evidence in the
record supporting the approval of the Settlement Agreement, recognizes the confidentiality of
settlement communications, and reflects other terms typically found in settlement agreements
before this Commission. Id. at 9-10.

He further testified that the specific terms of the Settlement Agreement were the result of
a give and take amongst the parties, who had fundamental disagreements, but were not that far
apart. Indiana Utilities’ agreement with the terms of the Settlement, as a whole, is not to be taken
as support of or agreement to a specific reason as to why one settlement term in isolation is
reasonable. 1d. at 10-11.

He testified that, in his opinion, Commission approval of the Settlement Agreement is in
the overall public interest. 1d. at 11. He said the Settlement Agreement addresses the concerns of
the OUCC through compromise, yet provides Indiana Utilities with sufficient revenues to
reliably operate the utility. The Settlement Agreement is supported by and within the scope of
the evidence presented by the Settling Parties. The Settlement Agreement represents the result of
extensive, good faith, arm’s-length negotiations of the conceptual framework and details of the
Settlement Agreement. Experts were involved with legal counsel and substantial time was
devoted to the settlement discussions. Taken as a whole, the Settlement Agreement reasonably
addresses the concerns raised in this proceeding and provides a balanced, cooperative outcome of
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the issues in this Cause. Petitioner asks the Commission to issue an order approving the
Settlement Agreement in its entirety. Id.

Ms. Mann, in her settlement testimony, presented the revenue proof based on the terms of
the settlement as Attachment BJM-1S. She testified the revenue proof was based on the terms
agreed upon in the Settlement Agreement and was forwarded to the OUCC for review as the
Settlement Agreement was negotiated and the OUCC’s input was incorporated. Pet.’s Ex. 6 at 2.
She further testified she believes the Settlement Agreement is reasonable and recommends the
Commission accept the Settlement Agreement as part of this Cause’s Final Order. Id. at 3.

Ms. Poole described her settlement testimony as supporting the Settlement Agreement
between the Settling Parties in this Cause. Public’s Ex. 5-S at 1. She said the Settlement
Agreement was the product of arm’s-length negotiations and resolves all issues between the
Settling Parties in this Cause. Public’s Ex. 5-S at 1-2. She discussed the pertinent matters agreed
to, such as the original cost rate base, capital structure, pro forma operating revenues, and pro
forma expense adjustments. She also discussed terms of the Settlement Agreement related to
customer service charges, rate design, and tariff changes. Attached to her settlement testimony is
a set of revenue requirement schedules reflecting the terms of the Settlement Agreement,
designated as Attachment HRP-1. Id. at 2.

She explained the Settling Parties agreed certain pro forma revenues and expenses should
remain as-filed in Indiana Utilities’ case-in-chief. In the schedule reference column of
Attachment HRP-1, Schedule 4, a designation of “Pet.” indicates the adjustment remains as
originally proposed by Petitioner. Likewise, in the schedule reference column of Attachment
HRP-1, Schedule 4, adjustments agreed to in settlement show a schedule reference for Schedule
5 or Schedule 6, contained within Attachment HRP-1. A comparison of pro forma present rate
income statement adjustments between Petitioner’s original pro forma adjustments and the pro
forma adjustments agreed to in settlement are shown on Schedule 1, page 3 of Attachment HRP-
1. 1d.

She explained that in its revised filing on August 27, 2024, Indiana Utilities proposed an
increase to revenues of $1,046,693. This produces a net operating income of $863,917. Ms.
Poole explained the Settling Parties agree Indiana Utilities’ base rates will be designed to
produce a $862,277 return on rate base. The revenue requirement represents a $1,043,209
increase in revenue, which is a $3,484 decrease from the amount originally requested by Indiana
Utilities in its revised filing. 1d. at 2. She discussed the agreed-to rate base, cost of equity, capital
structure, proforma revenue and expenses, EADIT, amortization of expenses, depreciation rates,
rate design, and tariffs. Id. at 3-8.

Ms. Poole testified the Settlement Agreement was in the public interest. 1d. at 7. She said
the Settling Parties each made material concessions when they entered into the proposed
agreement. The resulting agreement includes customer service charges that will mitigate the rate
increase impact and prevents rate shock to captive residential customers. The terms of the
Settlement Agreement demonstrate the give and take of settlement negotiations in resolving
multiple contested issues in a manner acceptable to all Settling Parties. The Settlement
Agreement also reduces the risk and expense of litigation of multiple issues. She further testified
the Settlement Agreement, considered in its entirety, serves the public interest and the ratepayers
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of Indiana Utilities by guaranteeing ratepayer savings of $3,484 annually compared to
Petitioner’s case as filed. The Settlement Agreement promotes judicial and administrative
efficiency. Therefore, the OUCC considers the Settlement Agreement to be both reasonable and
in the public interest. Id. at 7. She said the Settling Parties’ testimony and exhibits provide
evidence to support the Settlement Agreement, and the OUCC recommends the Commission
approve the Agreement. Id. at 8.

5. Discussions_and Findings. Settlements presented to the Commission are not
ordinary contracts between private parties. U.S. Gypsum, Inc. v. Ind. Gas Co., 735 N.E.2d 790
(Ind. 2000). When the Commission approves a settlement, that settlement “loses its status as a
strictly private contract and takes on a public interest gloss.” Id. (quoting Citizens Action
Coalition v. PSI Energy, 664 N.E.2d 401 (Ind. Ct. App. 1996)). Thus, the Commission “may not
accept a settlement merely because the private parties are satisfied; rather [the Commission]
must consider whether the public interest will be served by accepting the settlement.” Citizens
Action Coalition, 664 N.E.2d at 406. Furthermore, any Commission decision, ruling, or order,
including the approval of a settlement, must be supported by specific findings of fact and
sufficient evidence. U.S. Gypsum, 735 N.E.2d at 795. The Commission’s own procedural rules
require settlements be supported by probative evidence. 170 Ind. Admin. Code 1-1.1-17(d).
Therefore, before the Commission can approve the Settlement, we must determine whether the
evidence in this cause sufficiently supports the conclusions; and that the Settlement is
reasonable, just, and consistent with the purpose of 1.C. § 8-1-2-1. We must also consider
whether such settlement serves the public interest.

The Partial Settlement indicates the Settling Parties have agreed upon a COE of 10.1%.
Mr. Czeschin explained that current circumstances would warrant a ROE above 10.1%. Pet. EX.
1 at 5. He also explained that Indiana Utilities’ customer makeup has not materially changed
since its last rate proceeding. Id. at 9. He described the benefits of the Partial Settlement,
including reducing both the need for Indiana Utilities and the OUCC to litigate these issues and
avoiding a cost of service expert and cost of service study. Id. at 5. The OUCC stated the 10.1%
COE from the Partial Settlement was consistent with prior Orders from the Commission in other
small gas utility base rate cases and incorporated the 10.1% COE into the OUCC’s calculation of
Indiana Ultilities’ capital structure. Public’s Ex. 1 at 8; Public’s Ex. 3 at 9. Further, the OUCC
was a signatory to and supported the Settlement Agreement which referenced the Partial
Settlement, which indicates its support thereof. In light of the evidence of record, we find the
Partial Settlement is reasonable, in the public interest and should be approved.

The Settlement Agreement indicated the Settling Parties resolved all remaining issues.
Settling Parties Joint Exhibit 1. Mr. Czeschin indicated the OUCC relayed its concerns to Indiana
Utilities by testimony, data requests, and informal discussions leading up to settlement
discussions. Pet. Ex. 5 at 3. The evidence indicates the Settling Parties were able to compromise.

The Settling Parties were also able to agree on an amortization period of 5 years for
Petitioner’s rate case expense. They further agreed Indiana Utilities will file a revised tariff to
remove these expenses if new rates have not gone into effect. Should Petitioner seek
Commission approval of new base rates and charges to be effective prior to the expiration of the
5-year amortization period, Petitioner may include recovery of any remaining unamortized rate
case expense as part of that proceeding. Settling Parties Joint Exhibit 1, Section I.D. The Settling
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Parties also made numerous improvements to Indiana Utilities’ tariffs, including changing the
method for calculating the Normal Temperature Adjustment from a tariffed rate class average
consumption to an individual customer average consumption. We find these changes as
described in the Settlement Agreement to be reasonable. Settling Parties Joint Exhibit 1, Section
1.J.

Attachment HRP-1, which was incorporated by reference in the Settlement Agreement,
sets forth the revenue requirement schedules reflecting the terms of the Agreement. The
schedules indicate that Indiana Utilities” base rates will be designed to produce a $862,277 return
on rate base. The revenue requirement represents a $1,043,209 increase in revenue and total
original cost rate base is $9,899,855. The following table details the calculation for the settled
upon total cost rate base:

Original Cost Rate Base

Utility Plant in Service as of September 30, 2023 $20,587,259
Less: Contributions in Aid of Construction ($1,012,00)
Less: Accumulated Depreciation as of September 30, 2023 ($9,908,843)
Net Utility Plant in Service $9,666,416
Add: Working Capital and Materials & Supplies $233,439
Total Original Cost Rate Base $9,899,855

The following table details the settled upon capital structure as of September 30, 2023:

Description Amount Percent of Total Cost Weighted Cost
Common $13,206,968 86.01% 10.10% 8.69%
Equity

Customer $53,390 0.35% 6.00% 0.02%
Deposits

Deferred $1,810,474 11.79% 0.00% 0.00%
Income Taxes

Regulatory $284,940 1.86% 0.00% 0.00%
Liability from

Cause No.

45032-S10

Total Capital $15,355,772 100.00% 8.71%
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The following table details the settled upon revenue requirement and revenue increase:

Revenue Requirement Amount
Total Original Cost Rate Base $9,899,855
Weighted Cost of Capital 8.71%
Authorized Net Operating Income $862,277
Net Operating Income at Pro-Forma Present Rates $81,969
Increase in Revenues Required $780,308
Effective Incremental Revenue NOI Conversion Factors 133.6920%
Incre)ase in Revenue Requirement (Based on Net Original Cost Rate $1,043,209
Base

Both Mr. Czeschin and Ms. Poole testified the Settlement Agreement was the result of
arm’s-length discussions and the Settlement Agreement was in the public interest. Pet. Ex. 5 at
10-11 and Public’s Ex. 5-S at 7.

The Settlement Agreement and the Partial Settlement, which is incorporated into the final
Settlement Agreement, resolve all contested issues between the Settling Parties in this case.
Based on our review of the evidence of record as described above, we believe the Partial
Settlement and Settlement Agreement are a reasonable compromise and illustrate give and take
among the Settling Parties. Further, we believe the results of the Partial Settlement and
Settlement Agreement should be used for purposes of authorizing an increase to Petitioner’s
rates as discussed herein.

Based on the evidence of record, including the Settlement and the settlement testimony
provided by Petitioner and the OUCC, we find Petitioner’s current rates and charges are
insufficient and should be increased. We further find Petitioner should be authorized to increase
its rates and charges in order to produce additional annual operating revenue exclusive of the
cost of gas of $1,043,209. This increase in annual operating revenue will permit Petitioner to
earn a net operating income of $862,277.

We also note the Parties are in agreement as to the allocation of this revenue requirement
to increase both monthly customer charges and volumetric rates as described in the Settlement
and the settlement testimony. The Parties have agreed to a residential customer charge of $15.
We find such allocation reasonable, and Petitioner will use such allocation as it files compliance
tariffs in this Cause.

The Settling Parties agree that the Settlement Agreement should not be used as precedent
in any other proceeding or for any other purpose, except to the extent necessary to implement or
enforce its terms. With regard to future citation of the Settlement Agreement, we find that the
Settlement Agreement and our approval of it should be treated in a manner consistent with our
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finding in Richmond Power & Light, Cause No. 40434 (March 19, 1997).

6. Residential Bill Impact. Ms. Mann’s settlement testimony Attachment BJM-1S
(Revised) indicates that the bill of a residential customer using 100 therms per month will be
$132.15.

IT IS THEREFORE ORDERED BY THE INDIANA UTILITY REGULATORY
COMMISSION that:

1. The Partial Settlement and the Settlement Agreement are approved and
incorporated by reference in this Order.

2. Petitioner shall be authorized to increase its operating revenues exclusive of the
cost of gas by $1,043,209; and authorized a net operating income of $862,277 on a rate base of
$9,899,855.

3. Petitioner shall file a new tariff under this Cause in keeping with our findings
above, prior to placing into effect the rates and charges approved by this Order. Such new tariff
when filed and approved by the Commission’s Energy Division shall cancel all present tariffs.

4. If Petitioner has not filed a new base rate case five full years from the Order in
this Cause, it shall file for a change in its Tariff to remove the element associated with rate case
expense recovery in its revenue requirement.

5. Petitioner shall perform a cost of service study in its next base rate case as set
forth in the Settlement Agreement.

6. This order shall be effective on and after the date of its approval.

HUSTON, BENNETT, FREEMAN, VELETA, AND ZIEGNER CONCUR:

APPROVED:

I hereby certify that the above is a true
and correct copy of the Order as approved.

Dana Kosco
Secretary of the Commission
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