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OUCC WITNESS TESTIMONY OF THOMAS W. MALAN
CAUSE NO. 45367
TOWN OF CEDAR LAKE

I. INTRODUCTION

Please State your name and business address.
My name is Thomas W. Malan, and my business address is 115 W. Washington

St., Suite 1500 South, Indianapolis, IN 46204.

By whom are you employed and in what capacity?
I am employed by the Indiana Office of Utility Consumer Counselor (“OUCC”) as

a Utility Analyst with the Water-Wastewater Division. My qualifications and
experience are set forth in Appendix A.

What is the purpose of your testimony?
The Town of Cedar Lake, Indiana (“Cedar Lake” or “Petitioner”) requests a 19.07%

rate increase based on issuing debt through the State Revolving Fund (“SRF”).
Cedar Lake based its requested rate increase on a historical test period ending
December 31, 2019, adjusted for changes that are fixed, known, and measurable. |
present the OUCC’s recommendation for rate increase as reflected in the OUCC’s
schedules. The OUCC recommends an overall rate increase of 4.2% to be
implemented in two phases with a 4.4% rate decrease in the first phase (Phase 1)
followed by a 9.0% increase to Phase 1 rates in the second phase (Phase 2). My
testimony and schedules present the OUCC’s operating expense adjustments,
including adjustments to salaries and wages, employee benefits, payroll taxes,

system delivery expense, and periodic maintenance. My schedules also show the
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OUCC s reclassification of some expenses to capital costs and elimination of non-
allowed and out-of-period expenses. My testimony supports the OUCC’s
recommended revenue requirement for payments in lieu of property taxes
(“PILT”). 1 recommend Cedar Lake be required to establish restricted accounts for
its periodic maintenance expense and its extensions and replacements (“E&R”). |
recommend Cedar Lake maintain separate restricted accounts for each of its two

authorized system development charges (“SDC”).

Describe the review and analysis you performed.
| reviewed Cedar Lake’s petition dated April 15, 2020 as well as all the testimony,

schedules, and workpapers filed by Cedar Lake’s rate consultant, Pamela Sue
Sargent Haase. | reviewed the testimonies of Randell C. Niemeyer and Neil J.
Simstad. | reviewed Petitioner’s 2016, 2017, 2018, and 2019 IURC annual reports.
| prepared discovery questions and reviewed Petitioner’s responses. Because of the
pandemic the OUCC did not conduct an on-site audit, but | participated in several
telephonic conference calls and a video conference with Ms. Haase to discuss
various accounting matters.

Do you sponsor any schedules?

Yes. | sponsor the following schedules:

Schedule 1 — Comparison of Overall Revenue Requirements (pages 1 and 2)
Comparison of Phased-in Revenue Requirements (pages 3 and 4)
Comparison of Income Statement Adjustments (page 5)

Schedule 2 — Comparative Balance Sheet as of December 31, 2017, 2018 and 2019

Schedule 3 — Comparative Income Statement for the Twelve Months Ended
December 31, 2017, 2018, and 2019

Schedule 4 — Pro Forma Net Operating Income Statement
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Schedule 5 — OUCC Expense Adjustments
Schedule 6 — Extensions and Replacements
Schedule 7 — Payments in Lieu of Property Taxes
Schedule 8 — Debt Service — Phase 2
Schedule 9 — Debt Service Reserve and Debt Coverage Ratio Calculation

Schedule 10 - Proposed Tariff

Please identify the attachments to your testimony.
Attachment TWM 1 - Job Descriptions

Attachment TWM 2 — Engineering invoices to be capitalized
Attachment TWM 3 — Out-of-Period Invoices
Attachment TWM 4 — Petitioner’s response to OUCC Data Request, DR 12-1.e.

Attachment TWM 5 - Petitioner response to OUCC DR 4-11

Il. OVERALL REVENUE REQUIREMENT

A. Overview of Cedar Lake’s Case

Q:
A:

What revenue increase does Cedar Lake propose?
Initially, Cedar Lake requested a 13.81% increase to generate $187,684 of

additional operating revenue per year. But on July 31, 2020, Cedar Lake filed
supplemental testimony adjusting its initial request and proposing two separate
revenue increase calculations based on the type of debt to be issued. The first option
is based on securing open market debt and would result in a 21.93% increase and

additional water revenues of $278,961. The second option is based on securing
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SRF debt and would result in a 19.07% increase and additional water revenues of

$242,482.

Is Cedar Lake requesting authority to issue debt in this Cause?
Yes. In its original filing, Cedar Lake sought authority to issue open market debt.

In its supplemental filing, Cedar Lake proposed two alternative financing scenarios.
If Cedar Lake secures SRF funding, it requests authority to borrow $3,915,000. If
Cedar Lake secures open market funding, it requests authority to borrow
$3,900,000.

Did Cedar Lake make any additional proposals?
Yes. Cedar Lake also requests authority to implement single tariff pricing to

consolidate its three current tariffs into one tariff that will apply to all customers.
Cedar Lake proposes that all customers be billed under its Westside/Eastside tariff.

Is Cedar Lake proposing any rate design changes in this Cause?
Yes. Currently, the minimum charge for Robins Nest and Westside/Eastside

customers is based on 4,000 gallons. The minimum charge for Krystal Oaks is
based on 3,000 gallons. Cedar Lake proposes reducing the minimum charge to
2,000 gallons per month.

Will all Cedar Lake customers experience the same overall rate increase?
No. Because of Cedar Lake’s single tariff pricing proposal and rate design changes,

its proposed revenue increase is not an across-the-board increase. Cedar Lake’s

Krystal Oaks and Robins Nest customers will experience much larger rate increases
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than its Westside/Eastside customers. Table 1 shows the rate increase percentages

Cedar Lake customers will experience under each of Petitioner’s proposals.*

Table 1: Summary of Proposed Rate Increases

Open
SRF Market

Average Consumption

Westside 19.07% 21.93%
Robins Nest 96.96%  101.67%
Krystal Oaks 46.95% 50.46%

Minimum Consumption

Westside -40.46%  -39.03%
Robins Nest -4.50% 0.51%
Krystal Oaks -0.19% 2.19%

Q: What are the principal drivers of Petitioner’s proposed rate increase?
A: This is the first rate case Cedar Lake has filed with the Commission since acquiring

its water utility, so there is no way to know precisely what revenue requirements its
current rates are based on for purposes of comparison. However, the principal
driver of Cedar Lake’s proposed rate increase is the new borrowing of $3.915

million to fund capital improvements.

B. Overview of OUCC’s Case

Q: What revenue increase does the OUCC recommend?
A: The OUCC recommends an overall revenue increase of 4.2% to produce additional

water revenues of $53,834 per year. The OUCC’s recommendation is based on

Petitioner securing the SRF debt financing.

! petitioner’s Exhibit 19, Exhibits B and B-1.
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How does the OUCC recommend this rate increase be implemented?
The OUCC recommends rates be implemented in two phases. The 4.4% decrease

(Phase 1) would become effective upon the issuance of an order from the
Commission. The 9.0% increase (Phase 2) would become effective when Cedar
Lake secures the debt financing for which it seeks authorization in this Cause.

Why does the OUCC recommend phasing-in the approved rate increase?
There is a significant time gap between when an order will be issued by the

Commission and when Cedar Lake will reasonably be able to secure financing.
Cedar Lake will not receive its proposed financing until July 2021 or later, as
reflected in Petitioner’s Exhibit 19, Schedules D-5 and D-7. Phasing-in rates is a
reasonable method to protect Petitioner’s ratepayers from unnecessarily paying
higher rates during the time Petitioner will have no additional debt service expense.

Please explain why Phase 1 of your proposal is a rate decrease.
Based on its review, before debt will be issued Petitioner has a pro forma net

revenue requirement of $1,227,537, but pro forma operating revenues are
$1,283,271 yielding a decrease in operating revenues of $55,733 (after applying the
gross revenue conversion factor). The Phase 1 net revenue requirement includes
increased operating expenses, PILT and E&R but no additional debt service costs.
Increased operating expenses are primarily due to additional salaries and wages,
periodic maintenance, and rate case expense amortization partially offset by the
elimination of non-recurring and capital costs. Phase 1 pro forma operating
revenues were increased to reflect assumptions regarding customer growth as well
as additional revenues from Robins Nest and Krystal Oaks customers due to single

tariff pricing. The additional revenues from Robins Nest and Krystal Oaks
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customers will be partially offset by decreased Westside/Eastside minimum

charges due to reduction of the minimum charge to 2,000 gallons.

Q: Please explain the need for a Phase 2 rate increase?
A: The Phase 2 increase is entirely due to the addition of debt service costs for Cedar
Lake’s proposed debt financing. Because all Cedar Lake customers will be on the
same tariff, the Phase 2 increase is an across-the-board increase with the same
increase applied to all customers. Therefore, Phase 1 will bring each customer to
the same tariff rate eliminating any confusion among Cedar Lake customers. Phase
2 will provide the revenue necessary to service the debt Cedar Lake will issue.
Table 2: Overall Revenue Requirement Comparison
Per Petitioner oucc
Updated Per Sch More (Less)
QOriginal (SRF) QuUCC Ref Than SRF
Operating Expenses $ 935,537 $ 843,447 $ 698574 4 $ (144,873)
Taxes other than Income 50,600 49,379 44,241 4 (5,138)
Extensions and Replacements 210,571 210,571 170,389 6 (40,182)
Payment in Lieu of Taxes 3,340 4,495 4,607 7 112
Debt Service
Current Debt 324,612 324,612 324,612 PET -
Proposed Debt 126,176 68,574 92,536 PET 23,962
Debt Service Reserve 36,200 19,753 14,641 8 (5,112)
Total Revenue Requirements 1,687,036 1,520,831 1,349,600 (171,231)
Revenue Requirement Offsets:
Interest Income - - (3,029) 3 (3,029)
Other Income (142,952) (9,982) (10,220) 3 (238)
Pro forma Net Revenue Requirements 1,544,084 1,510,849 1,336,351 (174,498)
Less:  Revenues at current rates subject to
increase (1,359,028) (1,271,762) (1,283,271) 4 (11,509)
Revenues Not Subject to Increase - - - 4 -
Net Revenue Increase Required 185,056 239,087 53,080 (186,007)
Divide by Revenue Conversion 0.986 0.986 0.986 0.986
Factor (100% - 1.4%)
Recommended Increase 187,684 242,481 53,834 (188,647)
Recommended Percentage Increase 13.81% 19.07% 4.20% -14.87%
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I1l. OPERATING REVENUES

What level of present rate operating revenues does Cedar Lake propose?
Cedar Lake proposes present rate pro forma operating revenues of $1,281,744.

This is an increase of $98,171 to Cedar Lake’s test year operating revenues of
$1,183,573.

What operating revenue adjustments did Cedar Lake propose?
Cedar Lake proposed the following operating revenue adjustments: (1) a $45,265

increase to reflect test year customer growth (residential and commercial); (2) a
$90,833 increase to reflect post-test year customer growth (residential only); (3) a
$49,339 net increase to reflect the transition of Robins Nest and Krystal Oaks rates
to the Westside/Eastside tariff (single tariff pricing);? and (4) an $87,266 decrease
to reflect the reduction in the minimum charge from 4,000 gallons to 2,000 gallons
for Westside/Eastside customers.

Do you accept Cedar Lake’s proposed operating revenue adjustments?
Yes.

Does Cedar Lake propose any other operating revenue adjustments?
Yes. Cedar Lake’s Comparative Income Statement, Exhibit A of Cedar Lake’s

Exhibit 19 “Amended Rate and Financing Sufficiency Report,” reflects total test
year operating revenues of $1,316,543. This is $132,970 greater than what is
reflected in Cedar Lake’s Pro forma Income Statement (SRF Debt), Exhibit C-1 of
Exhibit 19. The amount in Exhibit A includes tap fees, which Cedar Lake did not

include in the calculation of total operating receipts on Schedule C-1.

2 This adjustment is net of the reduction in the minimum charge.
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Do you accept Cedar Lake’s elimination of tap fee revenues from the
calculation of rates in this Cause?

Yes. Tap fees are contributions in aid of construction (“CIAC”). These fees are not
operating revenues and, like the associated costs, should be recorded to the balance
sheet, not the income statement. Therefore, | agree with Cedar Lake’s adjustment.

If the OUCC accepts all of Cedar Lake’s adjustments, why do the OUCC’s
total operating revenues differ from Cedar Lake’s?

The starting point for the OUCC’s pro forma operating revenues ($1,328,290) is
different than Cedar Lake’s starting point ($1,316,543). The OUCC used the
financial information reported in Cedar Lake’s 2019 IURC annual report as the
basis for its test year income statement and balance sheet data. The 2019 IURC
annual report reflects test year operating revenues of $1,328,290, which is $11,747
more than the operating revenues reflected in Cedar Lake’s Income Statement
(Exhibit A of Exhibit 19).

Why is there a difference between the amounts reflected in Cedar Lake’s filing
in this Cause and its 2019 IURC annual report?

It is unclear why a difference exists. In response to the OUCC’s request for an
explanation, Cedar Lake objected and stated, “the difference in amounts is

immaterial.” (See Attachment TWM 5 Petitioner response to OUCC DR 4-11)

IV. OPERATING EXPENSES AND TAXES

What level of operating expenses and taxes does Cedar Lake propose?
Cedar Lake proposes pro forma operating expenses and taxes of $892,826 an

increase of $218,547 over test year expense of $674,278.
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What operating expense adjustments does Petitioner propose?
Cedar Lake proposes several adjustments to operating expenses, including

adjustments for system delivery costs (expense normalization), State Board of
Accounts audit, salaries and wages, employee benefits, group insurance, rate case
expense, non-recurring expenses, out of period expenses, capital expenses, tap
costs, Utilities Receipt Tax, and periodic maintenance.

Does the OUCC accept any of Cedar Lake’s proposed operating expense
adjustments?

Yes. The OUCC accepts Cedar Lake’s expense adjustments to State Board of
Accounts audit cost, non-recurring contractual services, removal of Tap costs, and
rate case expense amortization.

Do you propose any additional operating expense adjustments?
Yes. | propose additional operating expense adjustments to remove non-water

utility legal costs, engineering costs that should be considered capital, and out-of-
period expenses.

What level of operating expenses does the OUCC propose?
The OUCC purposes pro forma operating expense and taxes of $742,815. This is

an increase of $68,536 over test year operating expenses of $674,279.% Table 3
presents a comparison of the operating expense adjustments proposed by Cedar

Lake to those proposed by the OUCC.

3 Different from Petitioner due to rounding.
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O&M Expense

Salaries and Wages

Employee Benefits

PERF

System Delivery (Normalization)
SBOA Audit

Non-recurring Contract Services
Costs that are Capial in Nature
Out of Period Expenses
Non-Water Utility Legal Costs
Periodic Maintenance

Remove Tap-on Costs

Rate Case Expense Amortization

Taxes Other than Income

Payroll Taxes
Utilities Receipt Tax
Total Operating Expenses

Per Petitioner

Updated oucc
SRF Per More (less)
Original Funding Qoucc Than SRF
$ 175,669 $ 175,669 $ 108,510 $ (67,159)
58,276 58,276 48,027 (10,249)
17,191 17,191 13,742 (3,449)
8,421 11,221 7,763 (3,458)
1,450 1,450 1,450 -
(115,692) (115,692) (115,692) -
- - (10,325) (10,325)
- - (7,757) (7,757)
- - (2,478) (2,478)
111,044 111,044 71,046 (39,998)
- (94,890) (94,890) -
40,000 40,000 40,000 -
14,108 14,108 8,970 (5,138)
1,392 170 170 -
$ 311,859 $ 218,547 $ 68,539 $ (150,011)

A. Salaries and Wages

Q

Q

What pro forma salaries and wages expense does Cedar Lake propose?

Cedar Lake proposes pro forma salaries and wages expense of $412,909, which is

a $175,669 increase over test year salaries and wages expense of $237,239.

Do you accept Cedar Lake’s adjustment to salaries and wages expense?

No. Petitioner’s adjustment includes several positions allocated from the Town of

Cedar Lake that are unrelated to providing water utility service.

What pro forma salaries and wages expense do you recommend?

| recommend pro forma salaries and wages expense of $345,749, a $108,510

increase over test year salaries and wages expense of $237,239. This is a $67,159

reduction from the pro forma salaries and wages expense proposed by Cedar Lake

(OUCC Operating Expense Schedule 5, Adjustment No. 1).
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Which Town positions have you excluded from your pro forma salaries and
wage expense?

I removed Council, Chief Deputy CPS, Mechanic, Building Administrator,
Building Coordinator, On Call Building Inspector, and PT Inspector. These
positions do not appear to have a sufficient relationship to providing water utility
service. Therefore, | excluded the associated salary allocations for these positions
from my calculation of pro forma salaries and wages. (See Table 4.)

How did you verify these positions were not necessary to provide water utility
service?

In response to discovery, Cedar Lake provided many, but not all, of the job
descriptions for positions it included in its pro forma salary and wage expense.
Based on my review of these job descriptions, | determined that five of the positions
have no responsibilities that related to the water utility operations. Additionally,
there were two positions for which no job description was provided, and | propose
the elimination of the allocated amount for these positions due to lack of support
(Attachment TWM 1 —Job descriptions provided in response to discovery).

Table 4: Disallowed Salaries and Wages

Annual Allocation Allocation

Positition Salary % Amount Reason for Exclusion
Council $ 84,000 25% $ 21,000  No Job Description
Chief Deputy CPS 43,981 18% 7917  No Job Description
Mechanic 40,947 25% 10,238  Not water related
Building Administrator 48,257 20% 9,652  Not water related
Building Coordinator 37,440 20% 7,488  Not water related
On Call Building Inspector 28,101 19% 5339 Not water related
PT Inspector 22,100 25% 5525  Not water related

Total $ 67,159
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B. Group Insurance Benefits

Q

Q

Q

Q

What pro forma group insurance benefits expense does Cedar Lake propose?
Cedar Lake proposes pro forma group insurance benefits expense of $128,228, a

$58,276 increase over test year group insurance benefits expense of $69,951.

Do you accept Cedar Lake’s adjustment to group insurance benefits expense?
No. | excluded the allocated group insurance expense for the seven employees I

excluded from salaries and wages expense because their duties were not water
service related.

What pro forma group insurance benefits expense do you propose?
| propose pro forma group insurance benefits expense of $117,978, which is a

$48,027 increase over test year expense of $69,951. Similar to my salary and wage
expense adjustment, | excluded the associated group insurance benefits allocation
for these positions from my calculation of pro forma group insurance expense

(OUCC Operating Expenses, Schedule 5, Adjustment No. 2.)

PERF

What pro forma PERF expense does Cedar Lake propose?
Cedar Lake proposes pro forma PERF expense of $42,173, which is a $17,191

increase over test year PERF expense of $24,982.

Do you accept Cedar Lake’s adjustment to PERF expense?
No. While I accept the 11.2% PERF rate used by Cedar Lake to calculate its pro

forma expense, it is necessary to apply that rate to the OUCC’s proposed salaries
and wages expense. | applied the 11.2% PERF rate to pro forma salaries and wages

expense of $313,535. | propose pro forma PERF expense of $38,724, which is a
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$13,742 increase over test year PERF expense of $24,982. (See OUCC Operating

Expense, Schedule 5, Adjustment No. 4.)

D. Payroll Taxes

Q

Q

What pro forma payroll tax expense does Cedar Lake propose?
Cedar Lake proposes pro forma payroll tax expense of $31,588, which is a $14,108

increase to test year payroll tax expense of $17,480.

Do you accept Cedar Lake’s adjustment to payroll tax expense?
No. While I accept the 7.65% payroll tax rate used by Cedar Lake to calculate its

pro forma expense, it is necessary to apply that rate to the OUCC’s proposed
salaries and wages expense. | applied the 7.65% payroll tax rate to pro forma
salaries and wages expense of $345,749. | propose pro forma payroll tax expense
of $26,450, which is a $8,970 increase over test year payroll tax expense of

$17,480. (OUCC Operating Expense, Schedule 5, Adjustment No. 3)

E. System Delivery — Expense Normalization

Q:

Q

Why is a system delivery (expense normalization) adjustment necessary?
Like the normalization of operating revenues to recognize customer growth,

operating expenses also need to be normalized. Additional purchased power and
chemical costs will be incurred to produce the additional water to be sold due to
customer growth.

What system delivery expense adjustment does Cedar Lake propose?
Cedar Lake proposes an increase to test year operating expenses of $11,221 to

account for increased purchased power and chemical costs due to the increased

system deliveries that will result from its proposed customer growth. Cedar Lake
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calculated a cost of $0.54 per thousand gallons to produce an additional 20,623,746

gallons of water. This represents an increase of $9,144 to test year purchased power

expense of $63,034 and a $2,077 increase to test year chemical expense of $14,322
($9,144 + $2,077 = $11,221).

Do you accept Cedar Lake’s adjustment to reflect additional system delivery
expense?

No. I disagree with aspects of Cedar Lake’s calculation, including the amount of
test year purchased power expense as well as the increased system deliveries used
in Cedar Lake’s calculation.

Why do you disagree with the amount of test year purchased power expense
included in Cedar Lake’s adjustment?

Test year purchased power expense is overstated due to the inclusion of an out-of-
period invoice included in the test year.* This error overstated the test year cost to
produce water. When this adjustment is reflected, | calculate the cost to produce
1,000 gallons of water as $0.50 compared to Cedar Lake’s cost of $0.54.

Why do you disagree with Cedar Lake’s calculation of additional system
deliveries?

Cedar Lake overstated the amount of increased volumes due to test year
commercial customer growth. A commercial customer was added five (5) months
into the test year. Therefore, the test year included seven (7) months of billings for
this customer. Cedar Lake calculated a full year of additional sales volumes for

this customer rather than the additional five (5) months that will occur. This

* See section H of my testimony below discussing my proposed out-of-period expense adjustment and
Attachment TWM-3.
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F. Contractual Services - L egal

Q

Do you propose an additional adjustment to contractual services — legal
expense?

Yes. | propose a reduction to test year professional services - legal expense of
$2,478 to remove legal expense allocated to Cedar Lake Municipal Water from the
Town of Cedar Lake (OUCC Operating Expense Schedule 5, Adjustment No. 6).

Why do you propose the removal of these legal expenses?
I removed these allocated legal fees because they pertain to general town matters

and not water utility matters. These expenses are not necessary to provide safe,
reliable drinking water service and should not be included in the water utility’s
revenue requirement. Furthermore, the water utility is directly billed for its legal
expenses and these expenses are included in test year operating expenses. In
response to discovery, Cedar Lake produced invoices that billed legal services

directly to the water department for water related matters.

G. Costs that should be considered Capital

Q:

A:

Do you propose an adjustment to remove capital costs from test year operating
expenses?

Yes. | propose a reduction to test year professional services - engineering expense
of $10,325 to remove eight invoices (Attachment TWM-2) that should be
capitalized rather than expensed (OUCC Operating Expense Schedule 5,
Adjustment No. 7). These engineering costs are related to various capital projects

and should be capitalized as part of the cost of these projects.
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H. Out-of-Period Expenses

Q

Q:
A:

Do you propose any additional adjustment to remove out-of-period expenses?
Yes. Out-of-period expenses are those expenses that were incurred outside of the

test year and are not properly includable in pro forma operating expenses. Based
on my review of the test year general ledger, | identified four transactions totaling
$7,757 that occurred outside of the test year. These invoices (Attachment TWM-
3) include engineering services performed in November and December of 2018,
purchased power expense for December 2018, excavating services performed in
December 2018, and materials received in November 2018. Therefore, |
recommend $7,757 be removed from test year operating expenses (OUCC

Operating Expense Schedule 5, Adjustment No. 8).

Periodic Maintenance Expense

What do you mean by the term “periodic maintenance expense”?
Periodic maintenance expenses are those recurring costs incurred to maintain utility

plant, but which are incurred at intervals greater than one year. An example of a
periodic maintenance expense is tank painting expense. Tanks are not painted
every year but only once every 15 to 20 years. However, a utility needs to recover
the cost for painting its tanks in its annual revenue requirement in order to have the

funds on hand when the maintenance work must be completed.
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What adjustment does Cedar Lake propose for periodic maintenance
expense?

Cedar Lake proposes a $111,044 increase to test year operating expense for pro
forma periodic maintenance expense. Cedar Lake assumed no test year periodic
maintenance expenses were incurred.

Does the OUCC accept Petitioner’s adjustment to periodic maintenance
expense?

No. OUCC Witness Kristen Willoughby presents the OUCC’s analysis and review
of Cedar Lake’s proposed periodic maintenance expense. Ms. Willoughby
recommends annual pro forma periodic maintenance expense of $102,725, a
reduction of $8,319 from Petitioner’s proposal.

What periodic maintenance expense adjustment does the OUCC propose?
We propose a $71,046 increase to test year operating expense of $31,679 to yield

for pro forma periodic maintenance expense of $102,725 (OUCC Operating
Expense Schedule 5, Adjustment No. 9).

What transactions comprise your $31,679 of test year periodic maintenance
expense?

My review of Cedar Lake’s test year general ledger revealed two wells were tested
and cleaned during the test year at a cost of $31,420. My review also revealed test
year well alarm monitoring costs of $259 were incurred. In response to OUCC DR
12-1.e. (Attachment TWM-4), Petitioner agreed it incurred $259 for well alarm
monitoring and warranty plant service and $31,420 for well capacity testing and

cleaning during the test year ($259 + $31,420 = $31,679).
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Do you have any additional recommendations regarding Cedar Lake’s
periodic maintenance revenue requirement?

Yes. To ensure the periodic maintenance funds are available when needed, |
recommend Cedar Lake be required to deposit all periodic maintenance funds in a
restricted account to be used only for this purpose.® Cedar Lake should also be
required to provide a report on this fund as part of its annual IURC report filing,

including amounts deposited into the account and amounts paid from the account.

J. Extensions & Replacements

Q

What level of annual E&R did Cedar Lake propose in its revenue
requirement?

Cedar Lake proposed $210,571 of annual E&R be included in its revenue
requirement. This proposal covers the years 2020 — 2025 of its capital asset
management plan.

What pro forma E&R does the OUCC propose?
OUCC Witness Kristen Willoughby presents the OUCC’s analysis and review of

Cedar Lake’s proposed capital asset management plan and extension and
replacement revenue requirement. Ms. Willoughby recommends annual pro forma
E&R of $170,389, a reduction of $40,182 from Petitioner’s proposal. Table 6

presents the OUCC and Petitioner’s yearly E&R revenue requirement calculation.

® These funds could also be used to pay debt service if necessary.
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Do you accept Cedar Lake’s calculation of PILT?
No. While | accept the corporate tax rate Cedar Lake used to calculate PILT, |

disagree with the amount of net UPIS to which the rate is applied. | recommend
phasing this expense in, therefore decreasing Petitioner’s UPIS in Phase 1 for
projects that will be funded with Phase 2 debt (OUCC Schedule 7, PILT
Calculation).

What PILT revenue requirement do you recommend?
| recommend a PILT revenue requirement of $2,970 in Phase 1 and a PILT revenue

requirement of $4,607 in Phase 2.

How does your PILT calculation differ from Cedar Lake’s?
My PILT calculation is based on a phased in rate increase. Petitioner proposed a

single-phase rate increase, therefore including UPIS that has neither been built or
funded. My calculation removes the additions to UPIS that will be added with the
borrowing from Phase 2. This reduces the Phase 1 PILT calculation to the amount
of UPIS at 12/31/2019 producing a Phase 1 PILT requirement of $2,970. My Phase
2 PILT calculation includes the additions to UPIS that will be added with the
proposed debt. My calculation also includes an additional $257,863 of UPIS that
was not included in Petitioner’s original calculation. This yields the proposed
adjustment in Phase 2 PILT of $4,607 an increase of $112 from Petitioner’s request.

The OUCC PILT calculation can be seen in OUCC Schedule 7, PILT Calculation.
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VI. SYSTEM DEVELOPMENT CHARGES

What system development charges (“SDC”) does Petitioner currently collect?
Cedar Lake currently collects two system development charges: (1) a $580

Westside charge and (2) a $2,556 Eastside charge. The Westside system
development charge was in place when Cedar Lake purchased the utility. The
Eastside system development charge was approved by the Commission in Cause

No. 45180.

A. Eastside System Development Charge

Q

©

What costs was the Eastside SDC designed to recover?
The Eastside SDC was designed to fund a source of supply, transmission main, and

above-ground storage tank on the east side of Cedar Lake’s operations.

Are these Eastside project costs included in the capital costs to be funded
through Cedar Lake’s proposed debt issuance in this Cause?

Yes. As explained in Ms. Willoughby’s testimony, Petitioner’s proposed debt
issuance in this case will be used to fund the same projects used to support the
Eastside system development charge approved in Cause No. 45180.

Does Cedar Lake’s proposal to now debt fund these Eastside capital projects
create a ratemaking issue?

Yes. Cedar Lake’s proposal would recover the costs of these projects twice — once
through the Eastside SDC and again through the debt service revenue requirement
included in customer rates.

Does Petitioner plan to continue charging both SDC’s?
Yes. Cedar Lake included both system development charges on its proposed tariff.

(See Exhibit 19, Exhibit I, Ms. Hasse’s Second Supplemental Testimony.)
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Did Cedar Lake propose using the additional funds collected from the Eastside
SDC for other projects?

Yes. As noted by Ms. Willoughby, Mr. Simstad’s supplemental testimony
identified projects Cedar Lake considers could be funded using the Eastside SDC.

Does the OUCC agree that Cedar Lake has other capital projects that would
continue to support the collection of the Eastside SDC?

As explained in Ms. Willoughby’s testimony, Cedar Lake has not provided enough
evidence in this case to make that determination. While Cedar Lake has several
future capital projects, including the possible interconnection of the two systems,
Petitioner has not provided information to show whether these projects are growth
related or which system they will support - Westside or Eastside.

What does the OUCC recommend about Cedar Lake’s Eastside SDC?
As the projects used to justify the Eastside SDC will now be funded through a debt

service revenue requirement in rates, the OUCC recommends Cedar Lake be
required to file a docketed case with the Commission within six (6) months after an
order in this Cause to justify continuation of the Eastside SDC. Cedar Lake should
identify the specific Eastside growth related capital projects that would be funded
with the SDC and include cost support.

What ratemaking treatment does the OUCC recommend for the Eastside
SDC'’s collected prior to Phase 2?

As discussed in Mr. Dellinger’s testimony, the OUCC recommends all Eastside
system development charges collected prior to the closing on the debt be used to

fund the debt service reserve required for the proposed debt issuance.
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B. Separate Restricted Accounts

Q

Q

Do you have any recommendations regarding the use of restricted accounts
for Cedar Lake’s system development charges?

Yes. Cedar Lake has been approved to collect two separate and distinct system
development charges. | recommend Cedar Lake be required to deposit all system
development charge funds collected into a restricted account. Further, as the two
charges are for two different systems with different customer growth needs, Cedar
Lake should be required to use distinct, separate accounts for each of its two system
development charges. Cedar Lake should also provide a report on these funds as
part of its annual IURC report filing, including amounts deposited into the accounts

and amounts paid from the accounts.

VIl. RECOMMENDATIONS

Please summarize your recommendations to the Commission.
I recommend the Commission approve an overall rate increase of 4.2%. |

recommend this increase be implemented in two phases with a Phase 1 decrease of
4.4% and a Phase 2 increase of 9%.

I recommend the Commission require Cedar Lake to establish restricted accounts
for periodic maintenance, extensions and replacements, and each of its current
system development charges.

I recommend the Commission require Cedar Lake to file a petition to support
continuation of its system development charge as set forth in my testimony above.

Does this conclude your testimony?
Yes.
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APPENDIX A - QUALIFICATIONS

Please describe your educational experience.
In December of 2002 | received a bachelor’s degree in Business Administration

focusing on Accounting from Indiana University Kelley School of Business. In
December of 2012 | received my Master of Science in Accounting from Indiana
University Kelley School of Business, Indianapolis Indiana.

Please describe your professional experience.
I was hired as a Utility Analyst in Water / Wastewater division of the OUCC on

April 30, 2018. Prior to being hired by the OUCC, | was the controller of All Trades
Staffing. | have over fifteen years of accounting experience. | worked for several
years as a Financial Analyst in the insurance and healthcare industries. | have
participated in conferences and seminars regarding utility regulation, rate making
and financial issues. I have completed the National Association of Regulatory
Utility Commissioners (NARUC) Eastern Utility Rate School. 1 also regularly
attend the National Association of State Utility Consumer Advocates (NASUCA)
Accounting and Tax committee monthly meetings. In August of 2019 | completed
the Annual Regulatory Studies Program from the Institute of Public Utilities at
Michigan State University.

Have you previously testified before the Indiana Utility Regulatory
Commission?

Yes.
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Comparison of Petitioner's and OUCC's
Revenue Requirements
Per Petitioner
Updated OoucCC
Open MKkt. SRF Per Sch More (Less)
Original Funding Funding OUCC Ref Than SRF
Operating Expenses $ 935537 § 938,337 § 843447 § 698,574 4 $ (144,873)
Taxes other than Income 50,600 49,379 49,379 44241 4 (5,138)
Extensions and Replacements 210,571 210,571 210,571 170,389 6 (40,182)
Payment in Lieu of Taxes 3,340 4,495 4,495 4,607 7 112
Debt Service
Current Debt 324,612 324,612 324,612 324,612 PET -
Proposed Debt 126,176 126,176 68,574 92,536 8 23,962
Debt Service Reserve 36,200 36,200 19,753 14,641 9 (5,112)
Total Revenue Requirements 1,687,036 1,689,770 1,520,831 1,349,600 (171,231)
Revenue Requirement Offsets:
Interest Income - - - (3,029) 3 (3,029)
Other Income (142,952) (142,952) (9,982) (10,220) 3 (238)
Pro forma Net Revenue Requirements 1,544,084 1,546,818 1,510,849 1,336,351 (174,498)
Less: Revenues at current rates subject to increase  (1,359,028) (1,271,762) (1,271,762) (1,283,271) 4 (11,509)
Revenues Not Subject to Increase - - - - 4 -
Net Revenue Increase Required 185,056 275,056 239,087 53,080 (186,007)
Divide by Revenue Conversion Factor 0.986 0.986 0.986 0.986 0.986
(100% - 1.4%)
Recommended Increase $ 187,684 $ 278,961 $ 242,481 $ 53,834 $ (188,647)
Recommended Percentage Increase 13.81% 21.93% 19.07% 4.20% -14.87%
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Comparison of Petitioner's and OUCC's
Proposed Rates - Phased-in
Per Petitioner oucc
Open MKkt. SRF Per More (Less)
Original Funding Funding OucCC Than SRF
Current Rate for 5,000 Gallons
Krystal Oaks -$35.00 $ 49.55 $ 53.12 $ 51.86 $ 45.35 $ (6.51)
Robins Nest - $25.81 $ 49.55 $ 53.12 $ 51.86 $ 45.35 $ (6.51)
Westside/Eastside - $43.55 $ 4955 % 5312 % 51.86 % 45.35 $ (6.51)
Percent Increase
Krystal Oaks -$35.00 41.57% 51.77% 48.17% 29.57% -18.60%
Robins Nest - $25.81 91.98% 105.81% 100.93% 75.71% -25.22%
Westside/Eastside - $43.55 13.78% 21.97% 19.08% 4.13% -14.95%
Per Petitioner oucc
Open MKkt. SRF Per More (Less)
Original Funding Funding OUCC Than SRF
Current Rate for 2,000 Gallons
Krystal Oaks -$21.00 $ 20.31 $ 21.97 $ 21.46 $ 18.76 $ (2.70)
Robins Nest -$21.36 $ 20.31 $ 21.97 $ 21.46 $ 18.76 $ (2.70)
Westside/Eastside - $36.04 $ 20.31 $ 21.97 $ 21.46 $ 18.76 $ (2.70)
Percent Increase
Krystal Oaks -$21.00 -3.29% 4.62% 2.19% -10.67% -12.86%
Robins Nest -$21.36 -4.92% 2.86% 0.47% -12.17% -12.64%
Westside/Eastside - $36.04 -43.65% -39.04% -40.46% -47.95% -7.49%




Operating Expenses
Taxes other than Income
Extensions and Replacements
Payment in Lieu of Taxes
Debt Service

Current Debt

Proposed Debt
Debt Service Reserve

Total Revenue Requirements
Revenue Requirement Offsets:
Interest Income
Other Income

Pro forma Net Revenue Requirements
Less: Revenues at current rates subject to increase
Revenues Not Subject to Increase

Net Revenue Increase Required
Divide by Revenue Conversion Factor
(100% - 1.4%)

Recommended Increase

Recommended Percentage Increase
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Comparison of Petitioner's and OUCC's
Revenue Requirements -- Phased-in
Phase 1 Phase 2
Per Per Sch oucCcC Per Per Sch oucCcC
Petitioner oucc Ref More (Less) Petitioner oucc Ref More (Less)
§ 843,447 $ 698,574 4 $§ (144,873) § 846,842 $ 698,574 4 $ (148,268)
49,379 44241 4 (5,138) 49,379 43,450 4 (5,929)
210,571 170,389 6 (40,182) 210,571 170,389 6 (40,182)
4,495 2,970 7 (1,525) 4,495 4,607 7 112
324,612 324,612 PET - 324,612 324,612 PET -
68,574 - (68,574) 68,574 92,536 8 23,962
19,753 - (19,753) 19,753 14,641 9 2
1,520,831 1,240,786 (280,045) 1,524,226 1,348,809 (170,303)
- (3,029) 3 (3,029) - (3,029) 3 (3,029)
(9,982) (10,220) 3 (238) (9,982) (10,220) 3 (238)
1,510,849 1,227,537 (283,312) 1,514,244 1,335,560 (173,570)
(1,271,762) (1,283,271) 4 (11,509) (1,514,244) (1,226,746) 4 (3,267)
- - 4 - - - 4 -
239,087 (55,734) (294,821) - 108,814 (173,570)
0.986 0.986 0.986 0.986 0.986 0.986
$ 242,482 $  (56,525) $ (299,007) $ - $ 110,359 $ (176,034)
19.07% -4.40% -23.47% 0.00% 9.00% 9.00%




Current Rate for 5,000 Gallons
Krystal Oaks - $35.00
Robins Nest - $25.81
Westside/Eastside - $43.55

Percent Increase
Krystal Oaks - $35.00
Robins Nest - $25.81
Westside/Eastside - $43.55

Current Fee for 2,000 Gallons
Krystal Oaks - $21.00
Robins Nest -$21.36
Westside/Eastside - $36.04

Percent Increase
Krystal Oaks -$21.00
Robins Nest -$21.36
Westside/Eastside - $36.04
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Comparison of Petitioner's and OUCC's
Proposed Rates - Phased-in
Phase 1 Phase 2
Proposed oucCcC Proposed oucc
Petitioner oucc More (Less) Petitioner oucc More (Less)
$ 51.86 $ 41.62 $ (10.24) $ 51.86 $ 45.35 $ (6.51)
$ 51.86 $ 41.62 $ (10.24) $ 51.86 $ 4535 $ (6.51)
$ 51.86 $ 41.62 $ (10.24) $ 51.86 $ 45.35 $ (6.51)
48.17% 18.91% -29.26% 0.00% 8.22% 8.22%
100.93% 61.26% -39.67% 0.00% 8.22% 8.22%
19.08% -4.43% -23.51% 0.00% 8.22% 8.22%
Phase 1 Phase 2
Proposed oucCcC Proposed oucc
Petitioner oucc More (Less) Petitioner oucc More (Less)
$ 21.46 $ 17.22 $ (4.24) $ 21.46 $ 18.76 $ (2.70)
$ 21.46 $ 17.22 $ (4.24) $ 21.46 $ 18.76 $ (2.70)
$ 21.46 $ 17.22 $ (4.24) $ 21.46 $ 18.76 $ (2.70)
2.19% -18.00% -20.19% 0.00% 8.21% 8.21%
0.47% -19.38% -19.85% 0.00% 8.21% 8.21%
-40.46% -52.22% -11.76% 0.00% 8.21% 8.21%




Operating Revenues

Water Sales
Test Year Customer Growth
Single Tariff for all customers
Post Test Year Customer Growth
Reduction to Westside Minimum Charge
Fire Protection

Total Operating Revenues

O&M Expense

Salaries and Wages

Employee Benefits

PERF

System Delivery (Normalization)
SBOA Audit

Non-recurring Contract Services
Costs that are Capital in Nature
Out of Period Expenses
Non-Water Utility Legal Costs
Periodic Maintenance

Remove Tap-on Costs

Rate Case Expense Amortization

Taxes Other than Income

Payroll Taxes
Utilities Receipt Tax
Total Operating Expenses

ouccC
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Reconciliation of Net Operating Income Statement Adjustments
Pro-forma Present Rates
Phase 1
Per Petitioner
Updated OoucCcC
Open MKkt. SRF Per More (less)
Original Funding Funding OUCC Than SRF
$ 45,265 $ 45265  § 45,265 $ 45,265 $ -
49,339 49,339 49,339 49,339 -
90,833 90,833 90,833 90,833 -
- (87,266) (87,266) (87,266) -
185,437 98,171 98,171 98,171 -
175,669 175,669 175,669 108,510 (67,159)
58,276 58,276 58,276 48,027 (10,249)
17,191 17,191 17,191 13,742 (3,449)
8,421 11,221 11,221 7,763 (3,458)
1,450 1,450 1,450 1,450 -
(115,692) (115,692) (115,692) (115,692) -
- - - (10,325) (10,325)
- - - (7,757) (7,757)
- - - (2,478) (2,478)
111,044 111,044 111,044 71,046 (39,998)
- - (94,890) (94,890) -
40,000 40,000 40,000 40,000 -
14,108 14,108 14,108 8,970 (5,138)
1,392 170 170 170 -
311,859 313,437 218,547 68,536 (150,011)
§ (126422) $§ (215266) $§ (120,376) 29,635 § 150,011

Net Operating Income
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
COMPARATIVE BALANCE SHEET ¥V
As of December 31,
ASSETS 2019 2018 2017
Utility Plant:
Utility Plant in Service $ 5,197,951 $ 5,006,748 $ 4,856,357
Less: Accumulated Depreciation (1,215,283) (1,114,158) (1,016,334)
Less: Utility Plant Acquisition Adjustment (265,648) (272,043) (278,438)
Net Utility Plant in Service 3,717,020 3,620,547 3,561,585
Restricted Accounts:
Debt Service Reserve 315,819 340,323 329,230
Debt Service 199,634 206,477 180,349
Debt Service - 2010B 79,734 76,075 75,338
Depreciation Fund 2 2 2
Water Development Fund 84,346 67,600 55,737
Water Development Fund - Restricted 161,155 131,689 112,933
Total Other Property & Investments 840,690 822,166 753,589
Current Assets:
Cash and Cash Equivalents 643,057 520,395 345,402
Customer Deposits 23,540 16,844 12,236
Accounts Receivable 2,545 9,274 16
Materials and Supplies 47,586 47,586 47,586
Total Current Assets 716,728 594,099 405,240
Deferred Debits
Unamortized Debt Discount and Expense 404,298 440,778 477,258
Organization Cost for Utilities, Inc. Acquisition 393,188 393,188 393,188
Organization Cost for Robins Nest Acquisition 254,411 254,411 254,411
Total Deferred Debits 1,051,897 1,088,377 1,124,857
Total Assets $ 6,326,335 $ 6,125,189 $ 5,845,271

@) Information per Cedar Lake IURC Annual Reports.




LIABILITIES

Equity

Retained Earnings

Paid in Capital

Contributions in Aid of Construction

Total Equity

Long-term Debt

2009 SRF Revenue Bonds (3.15%)

2010 Series A SRF Revenue Bonds (2.92%)
2010 Series B Revenue Bonds (4.98%)
2012 SRF Revenue Bonds (2.69%)

Total Long-term Debt

Current & Accrued Liabilities

Accounts Payable

Notes Payable to Associated Entities
Customer Deposits

Accrued Taxes
Accrued Interest

Current Portion of Long-term Debt
Other Current Liabilities

Differed Credits

Unamortized Premium on Debt

@) Information per Cedar Lake IURC Annual Reports.

Other Current Liabilities

Total Equity & Liabilities

Town of Cedar Lake Utilities
CAUSE NUMBER 45367

COMPARATIVE BALANCE SHEET @
As of December 31,

ouccC

Schedule 2
Page 2 of 2

2019 2018 2017
$ 2,471,943 $ 2,045,426 $ 1,631,766
2,471,943 2,045,426 1,631,766
559,978 475,854 397,784
412,000 473,500 533,000
1,010,000 1,095,000 1,180,000
340,000 450,000 505,000
1,207,000 1,225,000 1,242,000
2,969,000 3,243,500 3,460,000
328 326 177
- 46,000 46,000
23,540 16,844 12,236
20,797 19,978 22,201
51,454 55,166 58,713
224,500 216,500 210,000
320,619 354,814 349,327
4,795 5,595 6,394
4,795 5,595 6,394
$ 6,326,335 $ 6,125,189 $ 5,845,271
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
COMPARATIVE INCOME STATEMENT ¥
Twelve Months Ended December 31,
2019 2018 2017
Operating Revenues
Water Sales $ 1,179,395 $ 1,062,816 $ 989,813
Penalties 5,705 5,544 4,909
Other Water Revenues
Tap-on Fees 132,970 140,489 103,935
Reconnect Fees 680 800 360
Misc. Receipts 9,540 6,708 6,721
Total Operating Revenues 1,328,290 1,216,357 1,105,738
Operating Expenses
Salaries and Wages 237,239 247,281 250,089
Employee Benefits 96,407 86,967 72,045
Purchased Power 63,034 53,741 52,800
Chemicals 14,322 10,565 11,573
Materials and Supplies 25,314 5,438 25,789
Contractual Services
Engineering 29,013 36,368 8,403
Legal 14,390 21,208 20,453
Other 91,458 12,704 6,549
Transportation Expense 11,687 6,245 6,393
Insurance - General Liability 22,073 15,147 20,791
Bad Debt Expense - - -
Rate Case Expense Amortization - - -
Miscellaneous Expense 34,241 42,451 50,854
Total O&M Expense 639,178 538,115 525,739
Depreciation Expense 101,125 97,824 95,325
Amortization Expense (6,394) (6,394) -
Taxes Other than Income
Payroll Taxes 17,480 18,103 18,528
Utilities Receipt Tax 17,621 17,083 15,860
Sales Tax - (2,223) 12,233
769,010 662,508 667,685
Net Operating Income 559,280 553,849 438,053
Other Income (Expense)
Interest Income 3,029 3,029 9,425
Interest Expense (100,112) (107,538) (116,029)
Amortization of Debt Discount (36,480) (36,480) (36,480)
Amortization of Debt Premium 800 800 800
Total Other Income (Expense) (132,763) (140,189) (142,284)
Net Income 426,517 $ 413,660 $ 295,769

) Information per Cedar Lake IURC Annual Reports.




Operating Revenues
Water Sales
Test Year Customer Growth

Single Tariff for all customers (Robins

Nest and Krystal Oaks)
Post Test Year Customer Growth

Reduction to Westside Minimum Charge

Penalties

Tap-on Fees

Miscellaneous Revenues
Total Operating Revenues

O&M Expense
Salaries and Wages
Employee Benefits
PERF Expense
Purchased Power
Out of Period
Chemicals
Materials and Supplies
Contractual Services
Legal Services
Engineering Services
Out of Period - Engineering
Periodic Maintenance
Travel & Transportation Expense
Insurance
Bad Debt Expense
Rate Case Expense Amortization
Miscellaneous Expense
Out of Period
Tap-On Cost
Taxes Other than Income
Payroll Taxes
Utilities Receipt Tax

Total Operating Expenses

Net Operating Income

ouccC
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Pro Forma Net Operating Income Statement
Phase 1
Phase 1
Year Pro forma Pro forma
Ended Sch Present Sch Proposed
12/31/2019  Adjustments  Ref Rates Adjustments Ref Rates
$1,179,395 1,277,566 $  (56,274) $ 1,221,292
45,265  PET
49,339  PET
90,833  PET
(87,266) PET
5,705 5,705 (251) 5,454
132,970 (132,970) PET - -
10,220 10,220 10,220
1,328,290 (34,799) 1,293,491 (56,525) 1 1,236,966
237,239 108,510 5-1 345,749 345,749
96,407 48,027 5-2 158,176 158,176
13,742 5-4
63,034 6,220 5-5 64,022 64,022
(5,232)  5-8
14,322 1,543 5-5 15,865 15,865
25,314 25,314 25,314
134,861 (115,692) PET 76,124 76,124
(2,478)  5-6
(10,325)  5-7
(1,288)  5-8
71,046 5-9
11,687 11,687 11,687
22,073 22,073 22,073
- 40,000  PET 40,000 40,000
34,241 1,450  PET 34,454 34,454
(1,237)  5-8 -
(94,890) PET (94,890) (94,890)
17,480 8,970 5-3 26,450 26,450
17,621 170  PET 17,791 (791) Sch1l 17,000
674,279 68,536 742,815 (791) 742,024
$§ 654,011 (103,335) 550,676 $§ (55,734 § 494,942




Operating Revenues

Water Sales

Penalties

Tap-on Fees

Miscellaneous Revenues
Total Operating Revenues

O&M Expense

Salaries and Wages

Employee Benefits

Purchased Power

Chemicals

Materials and Supplies
Contractual Services

Travel & Transportation Expense
Insurance

Bad Debt Expense

Rate Case Expense Amortization
Miscellaneous Expense

Tap-On Cost

Taxes Other than Income

Payroll Taxes
Utilities Receipt Tax

Total Operating Expenses

Net Operating Income

ouccC

Schedule 4
Page 2 of 2
Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Pro Forma Net Operating Income Statement
Phase 1 Phase 2
Pro forma Pro forma Pro forma
Proposed Sch Present Sch Proposed
Rates Ref Rates Adjustments Ref Rates
$1,221,292 1,221,292 $ 109,868 $ 1,331,160
5,454 5,454 491 5,945
10,220 10,220 - 10,220
1,236,966 1,236,966 110,359 1 1,347,325
$ 345,749 345,749 345,749
158,176 158,176 158,176
64,022 64,022 64,022
15,865 15,865 15,865
25,314 25,314 25,314
76,124 76,124 76,124
11,687 11,687 11,687
22,073 22,073 22,073
40,000 40,000 40,000
34,454 34,454 34,454
(94,890) (94,890) (94,890)
26,450 26,450 26,450
17,000 17,000 1,545 Sch1 18,545
742,024 742,024 1,545 743,569
$ 494,942 494,942 $ 108,814 $ 603,756
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367

OUCC Expense Adjustments
(¢))

Salaries & Wages
To adjust test year salaries and wages for additional utility employees and allocated city employees.

Title Salary Allocation (%) Allocation ($)
Water Utility Superintendent 54,907.01 100% 54,907
Water Utility Operator 40,946.88 100% 40,947
Operations Director 69,652.13 25% 17,413
Foreman PW 46,378.18 23% 10,667
Foreman 46,378.18 50% 23,189
Crew Worker 40,946.88 22% 9,008
Crew Worker 40,946.88 22% 9,008
Crew Worker 40,946.88 22% 9,008
Crew Worker 40,946.88 25% 10,237
Crew Worker 40,946.88 33% 13,512
Crew Worker 40,946.88 33% 13,512
Crew Worker 40,946.88 50% 20,473
Crew Worker 40,946.88 33% 13,512
Crew Worker 40,946.88 22% 9,008
Admin Assistant 37,425.02 23% 8,608
Town Administrator 69,652.13 18% 12,189
Administrative Assistance 37,440.00 18% 6,552
PT Administrative Assistance 20,618.00 10% 2,062
Clerk-Treasurer 50,141.00 18% 9,025
Utility Deputy Clerk CMC 38,867.71 33% 12,826
Payroll/Benefits Clack 37,424.94 20% 7,485
AP Clerk 33,309.12 18% 5,829
Town/Utility Billing Clerk 33,309.12 32% 10,659
Town/Utility Billing Clerk 33,309.12 32% 10,659
AP Clerk 16,770.00 18% 3,019
Town/Utility Billing Clerk 7,378.80 33% 2,435

Pro forma Salaries & Wages $ 345,749
Less: Test Year Expense 237,239

Adjustment Increase (Decrease) $ 108,510



Town of Cedar Lake Utilities

CAUSE NUMBER 45367

OUCC Expense Adjustments

2

Group Insurance Benefits

To adjust test year group insurance expense for additional utility employees and allocated city employees.

Dental / Life Health /
Title / Disability

Water Utility Superintender $
Water Utility Operator
Operations Director
Foreman PW

Crew Worker

Crew Worker

Crew Worker

Crew Worker

Crew Worker

Crew Worker

Crew Worker

Crew Worker

Crew Worker

Admin Assistant

Town Administrator
Administrative Assistance
PT Administrative Assistan
Clerk-Treasurer

Utility Deputy Clerk CMC
Payroll/Benefits Clack

AP Clerk

Town/Utility Billing Clerk
Town/Utility Billing Clerk
AP Clerk

Town/Utility Billing Clerk

Vision
128.03 $ 1,727.44 $

97.53 1,726.94
97.69 1,727.10
97.53 1,726.94
39.82 602.27
96.43 1,104.61
95.42 1,724.83
96.56 1,272.26
96.56 1,272.26
12.47 -
96.86 1,726.27
12.47 -
96.56 1,272.26
38.43 600.88
98.03 -
38.21 600.66
98.03 1,106.21
96.13 1,271.83
93.60 1,269.30
94.66 1,724.07

Pro forma Salaries & Wages
Less: Test Year Expense

Adjustment Increase (Decrease)

Total

1,855.47
1,824.47
1,824.79
1,824.47
642.09
1,201.04
1,820.25
1,368.82
1,368.82
12.47
1,823.13
12.47
1,368.82
639.31
98.03
638.87
1,204.24
1,367.96

1,362.90
1,818.73

Water %

Annual
100% $ 22,266
100% 21,894
25% 5,474
50% 10,947
22% 1,695
22% 3,171
22% 4,805
25% 4,106
33% 5,421
33% 49
50% 10,939
33% 49
22% 3,614
23% 1,764
17.5% 206
17.5% 1,342
10% -
18% 2,601
33% 5,417
20% -
18% -
32% 5,234
32% 6,984
18% -
33% -
117,978
69,951

$

oucc
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48,027
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367

OUCC Expense Adjustments

3)
Payroll Taxes
To adjust test year payroll tax expense for additional allocated employees additional utility employees and allocated city employees.

Pro forma Salaries & Wages Expense $ 345,749
Multiply by 7.65% (FICA & Medicare Rate) 7.65%
Pro forma FICA/Medicare 26,450
Less: Test Year Expense 17,480
Adjustment Increase (Decrease) $ 8,970
@
PERF

To adjust test year PERF expense for additional utility employees and allocated city employees.

Pro forma Salaries & Wages Expense $ 345,749
Cedar Lake PERF Rate (11.2%) 11.20%
Pro forma PERF Expense 38,724
Less: Test Year Expense 24,982
Adjustment Increase (Decrease) $ 13,742
(5)

System Delivery (Expense Normalization)h
To adjust test year for additional expenses related to increased customer growth.

Pro forma Chemical Expense $ 14,322
Pro forma Purchased Power Expense 57,802
Total Expenses subject to Customer Growth 72,124
Divide by: Total Test Year Consumption (thousands of gallons) Per PET 144,144,637
Additional Expense per gallon of consumption 0.00050
Multiply by: 1,000 1,000
Additional Expense per 1,000 gallons of consumption $ 0.50
Multiply by: Additional Consumption due to customer growth (1,000 gallons) 15,525
Adjustment Increase (Decrease) $ 7,763
Account Allocation: Chemicals 19.86% 1,542
Power / Gas 80.14% 6,221
Additional Average Additional

Billings Volume Per Bill Volumes

Determination of Additional Volumes due to Growth:

Test Year Customer Growth - Residential 1,073 4,769 5,117,137

Test Year Customer Growth - Commercial 5 10,000 50,000 **

Post-Test year Customer Growth 2,172 4,769 10,358,268
15,525,405

** Should be based on actual volumes consumed during the test year rather than minimum consumption billed
but information was not available. This difference would have little or no impact on the calculation of this
adjustment.



Invoice # Invoice Date

81293 01.09.19
81605 02.11.19
81904 03.12.19
82194 04.11.19
82443 05.07.19

Town of Cedar Lake Utilities
CAUSE NUMBER 45367

OUCC Expense Adjustments

(©6)
Legal Services

Adjustment to remove legal invoices allocated from the Town of Cedar Lake that do not pertain to the water department.

Vendor Total Invoice
Austgen Kuiper Jasaitis P.C. 6,793
Austgen Kuiper Jasaitis P.C. 9,865
Austgen Kuiper Jasaitis P.C. 5,711
Austgen Kuiper Jasaitis P.C. 4,992
Austgen Kuiper Jasaitis P.C. 5,751

Adjustment Increase (Decrease)

™
Capital Costs

Adjustment to remove Engineering invoices that are capital in nature.

Invoice #
19-568-00-2
19-568-00-1
50-829-00-136
50-829-00-131
50-830-00-71
50-830-00.74
50-829-00-133
50-829-00-134

Invoice #
50-830-00-66
194-115-006-6
20302

91677

Invoice
Date Vendor Amount

12/5/2019 Nies Engineering, Inc. 5,483.22
10/31/2019 Nies Engineering, Inc. 1,890.00
12/5/2019 Nies Engineering, Inc. 1,087.00
6/26/2019 Nies Engineering, Inc. 700.00
5/30/2019 Nies Engineering, Inc. 420.00
9/11/2019 Nies Engineering, Inc. 325.00
9/11/2019 Nies Engineering, Inc. 280.00
9/26/2019 Nies Engineering, Inc. 140.00

10,325.22

Adjustment Increase (Decrease)

®

Out Of Period
Adjustment to remove invoices that were incurred outside of the test year

Invoice
Date Vendor Amount
1/7/2019  Nies Engineering, Inc. 483.00
12/26/2018 NIPSCO 5,232.50
12/21/2018 Zies & Sons Excavating 805.00
1/2/2019  Universal Lighting of Am 1,236.82
7,757.32

Adjustment Increase (Decrease)

%

Water Portion Allocated
340 5%
493 5%
571 10%
499 10%
575 10%

2,478

Engineering

Purchased Power

Engineering

Miscellaneous Exp

$

$

$

oucc
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(2,478)

(10,325)

(1,757)



Town of Cedar Lake Utilities
CAUSE NUMBER 45367

Description

Parrish elevated tank maint contract
3,000 gallon tank - blast and epoxy coat internal
3,000 gallon tank - external paint
3,000 gallon tank - inspection

3,000 gallon tank - ports

Parrish Omnisite alarm fees/maint
Parrish Omnisite alarm warranty
Parrish PS - external paint

Parrish PS - roof maint

Parrish Well 1 - insp & clean

Parrish Well 2 - insp & clean

15,000 gallon tank - blast and epoxy coat internal
15,000 gallon tank - external paint
15,000 gallon tank - ports

15,000 gallon tank - inspection
Havenwood PS - roof maint
Havenwood PS - siding

Havenwood Omnisite alarm fees/maint
Havenwood Omnisite alarm warranty
Havenwood Well 1 - insp & clean
Havenwood Well 2 - insp & clean

RN 60,000 clear well, power wash, drain
Robin Nest Omnisite alarm fees/maint
Robin Nest Omnisite alarm warranty
Robin Nest Well 1 - insp & clean
Robin Nest Well 2 - insp & clean

GIS mapping - interns

GIS mapping - renew software license
Maint - 2012 van

Maint - 2014 van

New elevated tank maint contract

OUCC Expense Adjustments

(&)

Periodic Maintenance
To increase test year operating expenses to reflect annual periodic maintenance.

Cost
$ 55637
18,000
2,000
3,000
1,200
756
165
2,000
8,000
16,000
16,000
25,000
2,000
12,000
3,000
15,000
10,000
756
165
16,000
16,000
7,500
756
165
16,000
16,000
2,500
1,000
600
600
55,637

Total Periodic Maintenance Expense for 6 Year Period

David by: 6 Years

Pro form a Annual Periodic Maintenance Expense

Less: Test Year Periodic Maintenance

Amort. Period Annual Amount

1$ 55,637
15 1,200
15 133
5 600
20 60
3 252

165
20 100
40 200
15 1,067
15 1,067
15 1,667
15 133
20 600

5 600
40 375
20 500
3 252

1 165
15 1,067
15 1,067
10 750
3 252

1 165
15 1,067
15 1,067

1 2,500

1 1,000

1 600

1 600

1 55,637

Adjustment Increase (Decrease)

Total

Expense -

6 Years
$ 333,822
7,200
798
3,600
360
1,512
990
600
1,200
6,402
6,402
10,002
798
3,600
3,600
2,250
3,000
1,512
990
6,402
6,402
4,500
1,512
990
6,402
6,402
15,000
6,000
3,600
3,600

166,911

$

$

oucc
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616,359
6

102,725
(31,679)

71,046
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Extensions and Replacements
Description Site YRS Unit Cost Quantity Extended Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Total
New Asset
85Kw Generator Installation Parrish Pump Station $ 69,344 1 S 69344 $ 69344 § - $ - $ - $ - $ - $ 69,344
Continuous Replacement Costs:
Neptune R900 Water Meter 5/8" (typ) 2026 Meters (Utility wide) 20 210 2026 425,460 21,272 21,272 21,272 21,272 21,272 21,272 127,632
Neptune R900 Water Meter 5/8" (typ) Not
transmitter Ready 400 Meters (Utility wide) 4 210 400 84,000 21,000 21,000 21,000 21,000 - - 84,000
Std Fire Hydrant Assembly Utility wide 40 6,194 400 2,477,600 61,940 61,940 61,940 61,940 61,940 61,940 371,640
Control Valves Utility wide 40 2,106 221 465,426 11,636 11,636 11,636 11,636 11,636 11,636 69,816
Vehicle Utility wide 8 35,000 2 70,000 8,750 8,750 8,750 8,750 8,750 8,750 52,500
Total Continuous Replacement Costs 43,720 3,522,486 124,598 124,598 124,598 124,598 103,598 103,598 705,588
Replacement Costs:
30Kw Generator (Nat Gas) Kohler Robins Nest Booster Station + 69,344 1 69,344 69,344
Wells 69,344
Power Bucket and Mechanical Pump Controls Robins Nest Booster Station + 72,500 1 72,500 72,500
(HOA) Wells 72,500
Piping under concrete Parrish Pump Station - 1 - - -
30 Kw Generator (Nat Gas) Havenwood Pump Station 69,344 1 69,343 69,343 69,343
P1 Goulds; 200L-25; 200GPM; 340' TDH 3" Havenwood Pump Station 3,107 1 3,107 3,107
Discharge 3,107
P1 Submersible Well Pump Motor 25 Hp Havenwood Pump Station 4,071 1 4,071 4,071 4,071
P2 Goulds; 200L-25; 200GPM; 340' TDH 3" Havenwood Pump Station 3,107 1 3,107 3,107
Discharge 3,107
P2 Submersible Well Pump Motor 25 Hp Havenwood Pump Station 4,071 1 4,071 4,071 4,071
GIS / Mapping Equipment. (Software, Computer) 210 Billing Office 2,500 2 5,000 2,500 2,500
P1 Submersible Well Pump Motor 25 Hp 112 Parrish Pump Station 4,071 1 4,071 4,071 4,071
P2 Submersible Well Pump Motor 25 Hp 112 Parrish Pump Station 4,071 1 4,071 4,071 4,071
Well 4 Pump Grundfos; 300S250-6; 300GPM; 112 Parrish Pump Station 3,107 1 3,107 3,107 3,107
225TDH 3" Discharge
Well 4a Pump Grundfos; 300S250-6; 300GPM; 112 Parrish Pump Station 3,107 1 3,107 3,107 3,107
225TDH 3" Discharge
Billing Office Computer(s) 210 Billing Office 5,000 1 5,000 5,000 5,000
Total Replacement Costs 247,400 249,899 69,344 72,500 83,699 2,500 - 19,356 247,399
Total Extensions and Replacements $ 3,841,729 $ 263286 $§ 197,098 § 208,297 § 127,098 $§ 103,598 $§ 122954 $§ 1,022,331
Divide by 6 Years 6

Average Annual Extensions and Replacements $ 170,389



1own ot Cedar Lake Utilities
CAUSE NUMBER 45367

Pavment In Lieu of Property Taxes

Franchises
Land & Land Rights
All Other Depreciable UPIS
Total Utility Plant In Service
Less: 2019 Accumulated Depreciation
Depreciation on Contributed Plant
2020 Depreciation Expense (2% x Depreciable UPIS)

Net Utility Plant in Service

Multiple: Town of Cedar Lake Corporate Tax Rate
Pro Forma Payment In Lieu of Property Taxes

oucCcC

Schedule 7
Page 1 of 1
Additional  Debt Funded
Phase 1 Depreciation UPIS Phase 2

$ 210 $ - $ 210
34,500 84,150 118,650
8,008,312 3,830,850 11,839,162
8,043,022 - 3,915,000 11,958,022
(1,215,283) (1,215,283)
(15,453) (15,453)

- (160,166) (160,166)
6,812,286 (160,166) 3,915,000 10,567,120
0.0436% 0.0436%

$ 2970 $ 4,607
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Debt Service
Current Debt Proposed
Debt Service Payment 2009 2010 2010 B 2012 2021
Year Date SRF SRF Open Market SRF SRF Debt Total

| 1/1/2022 $ 70,989 $ 103432 $ 72,210 $ 35,979 $ 44,044 $ 326,654
7/1/2022 4,457 12,118 5,536 15,710 44,044 81,865

) 1/1/2023 71,957 107,118 75,536 32,710 55,044 342,365
7/1/2023 3,394 10,731 3,734 15,481 43,920 77,260

3 1/1/2024 72,894 105,731 73,734 39,481 54,920 346,760
7/1/2024 2,300 9,344 1,931 15,158 43,796 72,529

4 1/1/2025 74,300 109,344 76,931 36,158 54,796 351,529
7/1/2025 1,166 7,884 - 14,876 43,673 67,599

5 1/1/2026 75,166 107,884 - 63,876 108,673 355,599
7/1/2026 - 6,424 - 14,217 42,941 63,582

$ 376,623 $ 580,010 $ 309,612 $ 283,646 $ 535851 $ 2,085,742
Divide by 5 years 5

Average Annual Debt Service $ 417,148
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Debt Service Reserve
To reflect the average amount of debt service reserve required over a five year period.
Phase 2
Maximum Annual Debt Service - Current and Proposed Debt See PET Exhibit E-1 $ 424,230
Less: Debt Service Reserve Requirement - Current Debt (325,466)
Additional Debt Service Funding Needed 98,764
Less: East Side System Development Charges Collected as of 12/31/2019 (10 x $2,556) (25,560)
Debt Service Reserve to be Funded through Rates 73,204
Divided by: Years to Fund 5
Annual Debt Service Reserve Revenue Requirement § 14,641
Debt Service Coverage Ratio
Phase 1 Phase 2
Pro forma Pro forma
Proposed Proposed
Net Operating Income $ 494,942 $ 603,756
Add: Interest Income 3,029 3,029
Cash Available for Debt Service $ 497971 $ 606,785
Maximum Annual Debt Service - Current and Proposed Debt 324,612 $ 424,230
Debt Service Coverage Ratio 1.53 1.43
Cash Available for Debt Service - Check Calculation:
Extensions and replacements $ 170,389 $ 170,389
Payments in Lieu of Property Taxes 2,970 4,607
Debt Service 324,612 417,148
Debt Service Reserve - 14,641

Total Cash Available for Debt Service $ 497971 $ 606,785
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Current and Proposed Rates and Charges
OUCC Proposed ouccC
Petitioner Phase 2
Current Proposed Phase 1 Phase 2 More (Less)
Krystal Oaks Rates
Metered Water Rates per 1,000 Gallons

All consumption $ 7.00
First 4,000 Gallons $ 10.73 $ 8.61 § 938 § (1.35)
Next 4,000 Gallons 8.94 7.18 7.83 (1.11)
Next 4,000 Gallons 7.33 5.89 6.42 (0.91)
Next 4,000 Gallons 6.08 4.89 5.33 (0.75)
Next 4,000 Gallons 5.18 4.16 4.53 (0.65)
Nest 20,000 Gallons 4.30 3.45 3.76 (0.54)
All Consumption Over 40,000 Gallons 1.79 1.43 1.56 (0.23)

Minimum Charge

5/8" Meter (3,000 Gallons) $ 21.00
5/8" Meter (2,000 Gallons) $ 2146 $ 1722 § 1876 § (2.70)
1" Meter ( 10,000 Gallons) 70.00 93.35 74.94 81.68 (11.67)
1.5" Meter ( 20,000 Gallons) 140.00 153.08 122.92 133.96 (19.12)
2" Meter ( 32,000 Gallons) 224.00 204.66 164.32 179.08 (25.58)
3" Meter ( 60,000 Gallons) 420.00 274.77 220.52 240.36 (34.41)
4" Meter (100,000 Gallons) 700.00 346.21 277.72 302.76 (43.45)
6" Meter (200,000 Gallons) 1,400.00 524.81 420.72 458.76 (66.05)

Monthly Fire Hydrant Fee $ 050 § - $ - $ - $ -
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Current and Proposed Rates and Charges
OUCC Proposed ouccC
Petitioner Phase 2
Current Proposed Phase 1 Phase 2 More (Less)
Robins Nest
Metered Water Rates per 1,000 Gallons
First 4,000 Gallons 534 § 10.73 $ 8.61 $ 938 § (1.35)
Next 4,000 Gallons 4.45 8.94 7.18 7.83 (1.11)
Next 4,000 Gallons 3.65 7.33 5.89 6.42 (0.91)
Next 4,000 Gallons 3.03 6.08 4.89 5.33 (0.75)
Next 4,000 Gallons 2.58 5.18 4.16 4.53 (0.65)
Nest 20,000 Gallons 2.14 4.30 3.45 3.76 (0.54)
All Consumption Over 40,000 Gallon 0.89 1.79 1.43 1.56 (0.23)
Minimum Charge

5/8" Meter (4,000 Gallons) $ 21.36
5/8" Meter (2,000 Gallons) $ 21.46 $ 1722 § 1876 § (2.70)
1" Meter ( 10,000 Gallons) 46.46 93.35 74.94 81.68 (11.67)
1.5" Meter ( 20,000 Gallons) 76.20 153.08 122.92 133.96 (19.12)
2" Meter ( 32,000 Gallons) 101.88 204.66 164.32 179.08 (25.58)
3" Meter ( 60,000 Gallons) 136.80 274.77 220.52 240.36 (34.41)
4" Meter (100,000 Gallons) 172.40 346.21 277.72 302.76 (43.45)
6" Meter (200,000 Gallons) 261.40 524.81 420.72 458.76 (66.05)

Monthly Fire Hydrant Fee $ 050 § - $ - $ - $ -
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Town of Cedar Lake Utilities
CAUSE NUMBER 45367
Current and Proposed Rates and Charges
OUCC Proposed ouccC
Petitioner Phase 2
Current Proposed Phase 1 Phase 2 More (Less)
Westside/Eastside
Metered Water Rates per 1,000 Gallons
First 4,000 Gallons $ 9.01 $ 10.73 $ 8.61 $ 938 § (1.35)
Next 4,000 Gallons 7.51 8.94 7.18 7.83 (1.11)
Next 4,000 Gallons 6.16 7.33 5.89 6.42 (0.91)
Next 4,000 Gallons 5.11 6.08 4.89 5.33 (0.75)
Next 4,000 Gallons 4.35 5.18 4.16 4.53 (0.65)
Nest 20,000 Gallons 3.61 4.30 3.45 3.76 (0.54)
All Consumption Over 40,000 Gallon 1.50 1.79 1.43 1.56 (0.23)
Minimum Charge

5/8" Meter (4,000 Gallons) $ 36.04
5/8" Meter (2,000 Gallons) $ 21.46 $ 1722 § 1876 § (2.70)
1" Meter ( 10,000 Gallons) 78.40 93.35 74.94 81.68 (11.67)
1.5" Meter ( 20,000 Gallons) 128.56 153.08 122.92 133.96 (19.12)
2" Meter ( 32,000 Gallons) 171.88 204.66 164.32 179.08 (25.58)
3" Meter ( 60,000 Gallons) 230.76 274.77 220.52 240.36 (34.41)
4" Meter (100,000 Gallons) 290.76 346.21 277.72 302.76 (43.45)

6" Meter (200,000 Gallons) 440.76 524.81 420.72 458.76 (66.05)
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e Ziese & Sons Excavating, Inc A )
6929 W 109th Avenue EHVQEC@
Crown Point, IN 46307 - -
Date Invoice #
Phone: 219-663-2625
12/21/2018 20302
Bill To: Project:
Town Of Cedar Lake 9707 W. 133rd Avenue
PO Box 707 Tech Credit Union
Cedar Lake, IN 46303 Cedar Lake, IN
Terms Due Date
Net 30 1/20/2019
Quantm Descr lpﬁon oM _Price Each ~Amount
2/( 7/] 8 Dlsconmctcd Old Walm Seche 805 OO B 805 OO

Labor and Material to Make 3/4" Tap with

Corp, Labor and Material to Install W s ke
. ) e ¢

Roundway with Box and 6" Valve Box On Q\j\ @ % ()\(W‘j V

Water Main R SN A

12/11/18 - When Existing Storm Manhole 1.280.00 1.280.00

Was Dug Up For Tie-in, Found Cracked Up R

Manhole and Broken Pipe, Removed Existing é)

Manhole, Labor Only to Install New Manhole ) /\“\C"

I Supplied By Town of Cedar Lake, Mudded
'Up Joint, and Reset Casting On New ,
Manhole d

/me,., }u

e/ ’

Trec
44 &“

cvos L WITH L

,All cé“”st@ﬂxelatca‘to co]icctions mcludmg, alto%l ey fccs ml] bercharged to the qubmm] $2 085 00
"’cﬁsi%% 02 280D Masbwie 5?%3\ Cw) - A

Sales Tax (7 o%) $0.00

A SERVICE CHARGE OF 2.00% WILL BE CHARGED ON ALL . 7
BALANCES OVER 30 DAYS. Total v $2,085.00
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s
/ \//‘//{ /{/

Universal Lighting of America, Inc.
17646 Morse St.

Invoice

Date Invoice #
Lowell IN 46356
219-696-4100 17272019 91677
Bill To Ship To

Cedar Lake Public Works Cedar Lake Public Works

Tim Kubiak Tim Kubiak

8550 Lake Shore Drive 8550 Lake Shore Drive

Cedar Lake, IN 46303 Cedar Lake, IN 46303
P.0. Number Terms Rep Ship Via F.0OB, Project
Prescriptive Net 30 AAA 11:30/2018 Company Truck
Quantity ltem Code Descriptiorj Price Each Amount

Nipsco Incentive- $2842.00 //

Customer Co-Pay-$4947.26 4f

DANU 261 1) 4. B

WW 201 s )

o W 2| \"x%w%‘}

\ SN SR 1o »2;1(() ol
e <

LeD Liaurne UPGIARES
(O PoeiiC WOLS
Tk OUT- ALl

Thank you for your business.

Total $7,789.26

Page 2
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STATE OF INDIANA

INDIANA UTILITY REGULATORY COMMISSION

PETITION OF THE TOWN OF CEDAR LAKE, )
LAKE COUNTY, INDIANA, FOR APPROVAL )
TO ADJUST ITS RATES AND CHARGES AND ) CAUSE NO. 45367
ISSUE BONDS )

TOWN OF CEDAR LAKE'S RESPONSE TO
OUCC DATA REQUEST SET NO. 12

The Town of Cedar Lake, Indiana ("Cedar Lake"), by counsel, hereby provides its response

to the Twelfth Set of Discovery Requests propounded by the Office of the Utility Consumer

Counselor ("OUCC") as set forth below.

Q-12-1:

In Adjustment 12, Petitioner proposed an adjustment to periodic maintenance expense
for “Omnisite Crystal Ball Alarm/Monitoring — Cell Fees and General Maintenance “as
well as “Omnisite Crystal Ball Alarm/Monitoring — Warranty Plan” for the Parrish
Pump Station, the Havenwood Pump Station, and the Robins Nest Booster Station (see
items 306, 307, 318, 319, 323, and 324).

a)

b)

c)

d)

€)

f)

9)

When did Petitioner engage Omnisite Crystal Ball to monitor the alarm alarms at
the Parrish Pump Station?

When did Petitioner engage Omnisite Crystal Ball to monitor the alarm alarms at
the Havenwood Pump Station?

When did Petitioner engage Omnisite Crystal Ball to monitor the alarm alarms at
the Robins Nest Booster Station?

Did another vendor provide alarm monitoring services for Petitioner during the test
year? Please explain and identify the vendor(s) providing these services.

Did Petitioner pay any fees during the test year for alarm monitoring and warranty
plant services? Please explain.

If the response to (b) is yes, please state the amount of test year expense incurred
and to which account these costs were recorded.

If no test year expense was incurred, please explain why not.

Response:

a) Cedar Lake first entered into an agreement for the Omnisite OmniAdvantage
Annual Plan on September 26, 2019. Cedar Lake has been using the regular
monitoring plan for the Parrish Pump House for the Cell Fees and General
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Cedar Lake’s Response to OUCC Data Request Set No. 12
Cause No. 45367

Maintenance. The Warranty Plan (OmniAdvantage Annual Plan) is stated to
have begun on September 30, 2019, and expired on December 31, 2019.

b) Cedar Lake first entered into an agreement for the Omnisite OmniAdvantage
Annual Plan on September 26, 2019. Cedar Lake has been using the regular
monitoring plan for the Havenwood Pump House for the Cell Fees and General
Maintenance. The Warranty Plan (OmniAdvantage Annual Plan) is stated to
have begun on September 30, 2019, and expired on December 31, 2019.

c) Cedar Lake first entered into an agreement for the Omnisite OmniAdvantage
Annual Plan on September 26, 2019. Cedar Lake has been using the regular
monitoring plan for the Robins Nest Pump House for the Cell Fees and General
Maintenance. The Warranty Plan (OmniAdvantage Annual Plan) is stated to
have begun on September 30, 2019, and expired on December 31, 2019.

d) No.

e) Yes, Cedar Lake paid prorated fees for wireless service with 24 hour reporting
for 2019 (Regular Alarm Monitoring) amounting to $132.94 and paid a prorated
2019 Warranty (OmniAdvantage Annual Plan) amounting to $126.12.

f) Cedar Lake paid the fees noted in (e) and recorded them in Account 640-001-
396.000 - WTR — MISC SERVICES.

g) N/A

Person(s) providing information: Pamela Sue Sargent Haase, Jill Murr, and
Brandon Szamatowicz

Testifying Witness: Pamela Sue Sargent Haase

Q-12-2:  Did Petitioner incur any test year costs associated with well inspection and cleaning?
Please explain.

Response: Yes. Cedar Lake paid Ortman Drilling & Water Services
$31,420 during the test year (2019) for the Parrish Well Field capacity testing and
well cleanings.

Person(s) providing information: Pamela Sue Sargent Haase, Jill Murr, and
Brandon Szamatowicz

Testifying Witness: Pamela Sue Sargent Haase



Q-12-3:

Q-12-4:

Q-12-5:
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Cedar Lake’s Response to OUCC Data Request Set No. 12
Cause No. 45367

If Petitioner incurred test year well cleaning and inspection costs, please provide the
following information:

a) Name of vendor(s) providing services;
b) Amount of test year well cleaning and inspection costs incurred; and
c) Account to which these expenses were recorded.

Response:
a) Ortman Drilling & Well Services

b) Cedar Lake paid $21,800 for capacity testing of two wells and paid $9,620 for
the cleaning (i.e. air bursting) of two wells.

c) The total paid of $31,420 was paid from the Water Development Fund #643
and recorded in the Miscellaneous Services account 643-001-396.000.

Person(s) providing information: Pamela Sue Sargent Haase, Jill Murr, and
Brandon Szamatowicz

Testifying Witness: Pamela Sue Sargent Haase

When did Petitioner acquire its GIS mapping equipment and software and from which
vendor was it acquired?

Response: To the best of its knowledge, Cedar Lake believes that its
existing GIS mapping equipment was initially acquired at least ten (10) years ago.
The vendor from whom it purchased the software was ESRI.

Person(s) providing information: Pamela Sue Sargent Haase, Jill Murr,
Howard Jones, N. Simstad, and Brandon Szamatowicz

Testifying Witness: Pamela Sue Sargent Haase and/or Neil Simstad

How much of Petitioner’s system has been mapped using its GIS mapping equipment
and software as of December 31, 2019?

Response: In 2016, interns from Purdue University were used to map all
system fire hydrants and water valves. No water mains were mapped at that time.
During 2017 and 2018, the GIS System was updated for additional hydrants and
valves. To date, no mapping has been done of the distribution mains; however,
Cedar Lake does have blueprints for these mains to enter into the GIS System.
No mapping was completed during the 2019 Test Year.
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Cedar Lake’s Response to OUCC Data Request Set No. 12
Cause No. 45367

Person(s) providing information: Pamela Sue Sargent Haase, Jill Murr,
Howard Jones, N. Simstad, and Brandon Szamatowicz

Testifying Witness: Pamela Sue Sargent Haase and/or Neil Simstad

Did Petitioner map any of its system using its GIS mapping equipment and software
during the test year? Please explain.

Response: Unfortunately, Cedar Lake did not map any of its system during
the test year. With the addition of new customers and facilities, Cedar Lake is
committed to more regular mapping on a prospective basis to ensure the proper
record-keeping, maintenance, and operation of its system.

Person(s) providing information: Pamela Sue Sargent Haase, Jill Murr,
Howard Jones, N. Simstad, and Brandon Szamatowicz

Testifying Witness: Pamela Sue Sargent Haase and/or Neil Simstad

If Petitioner conducted GIS mapping of its system during the test year, please answer
the following:

a) What expense did it incur for personnel who conducted the mapping?
b) To which account were these expenses recorded?

c) If no expense was recorded to Petitioner’s books, were these costs recorded to
another Town department or entity? Please explain.

Response:
a) None.

b) None.

c) During the test year, the Town IT Consultant, Intelliplex, Inc., did charge
$226.00 for general services associated with the GIS Mapping System. One
hundred percent (100%) of this amount was recorded in the Cumulative
Capital Improvement Fund No. 401-001-313.000.

Person(s) providing information: Pamela Sue Sargent Haase, Jennifer
Sandberg, Jill Murr, Howard Jones, N. Simstad, and Brandon Szamatowicz

Testifying Witness: Pamela Sue Sargent Haase and/or Neil Simstad
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Q-12-8:  Did Petitioner incur an annual license renewal cost for its GIS mapping software during
the test year? If no, please explain why not.

Response: As noted in the Responses to OUCC Data Request Nos. 12-5 and
12-6, Cedar Lake has not been able to map any new facilities in the last couple of
years (and, therefore, incurred no expense during the test year). Cedar Lake
understands that on a prospective basis, this needs to change. It is for this reason
that Cedar Lake has included a cost for updating its mapping on a prospective
basis.

Person(s) providing information: Pamela Sue Sargent Haase, Jill Murr,
Howard Jones, N. Simstad, and Brandon Szamatowicz

Testifying Witness: Pamela Sue Sargent Haase and/or Neil Simstad

Q-12-9: Did Petitioner incur any vehicle maintenance expense (oil change, tires, general
maintenance) during the test year? Please explain.

Response: Although Cedar Lake has a number of vehicles that are used by
the water utility, it does not show any vehicle maintenance expense during the test
year. To date, Cedar Lake's other departments (i.e. civil city, stormwater, and
sewer) have paid for all of the costs associated with vehicle maintenance expense.
Consequently, the other departments within the Town have subsidized the water
utility for many years in this regard.

Person(s) providing information: Pamela Sue Sargent Haase and Jill Murr

Testifying Witness: Pamela Sue Sargent Haase

Q-12-10: If Petitioner incurred vehicle maintenance expense during the test year, please state the
following:

a) Name of vendor(s) providing vehicle maintenance services;
b) Amount of test year vehicle maintenance costs incurred; and
c) Account to which these expenses were recorded.

Response: As noted in the Response to OUCC Data Request 12-9, Cedar
Lake has reported no vehicle maintenance expense for the water utility during the
test year. In short, the other departments within the Town subsidized the water
utility during the test year and for the last decade. In the very near future, Cedar
Lake intends to address how to implement processes and procedures whereby the
water utility can be allocated its proportionate share of such expenses.
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Person(s) providing information: Pamela Sue Sargent Haase and Jill Murr

Testifying Witness: Pamela Sue Sargent Haase

Please identify the transaction recorded to capitalize the meter costs incurred for new
customer taps per Petitioner’s adjustment No. 11, calculated as $38,010 (181 x $210).

Response: Cedar Lake's costs for meter and yoke expenses are in Account
No. 640-001-242.000 which is an operating expense account The Town did not
enter a separate transaction in its books and records to account for these
expenses as capital expenses.

Person(s) providing information: Pamela Sue Sargent Haase

Testifying Witness: Pamela Sue Sargent Haase

If no transaction was recorded to capitalize the $38,010 of meter costs, please explain
how these costs have been excluded from Petitioner’s revenue requirement in this case.

Response: As previously discussed with the OUCC, Cedar Lake did not
physically book a transaction to transfer these costs from operating to capital.
Rather, the transfer occurred as part of the preparation of the rate case. Account
No. 640-001-242.000 was reclassified as a Non — Operating Expense in Petitioner’s
Exhibit 19, Exhibit A, line 37. Therefore the Operating Expense indicated in
Exhibit A, Line 22 amounting to $674,278 did not include the $84,531 from
Account No. 640-001-242.000.

Person(s) providing information: Pamela Sue Sargent Haase

Testifying Witness: Pamela Sue Sargent Haase

To which account were these $38,010 of meter costs recorded during the test year?

Response: Please refer to the information provided in the Response to
OUCC Data Request No. 12-12. This reclassification and the other capital
expenses constitute the total non-operating capital expenses amounting to
$171,221 (Petitioner's Exhibit 19, Exhibit A, Line 37). Cedar Lake has provided
to the OUCC an electronic, Excel version of Petitioner's Exhibit 19, the Amended
Rate and Financing Sufficiency Analysis, in order that the reclassifications could
be traced back to the trial balance (which is a separate tab within the excel file).

Person(s) providing information: Pamela Sue Sargent Haase
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Testifying Witness: Pamela Sue Sargent Haase

Q-12-14: Account 242 (Fund 640) “Meters and Yokes” reflects total costs of $84,631 recorded
during the test year:

a) Are these costs, or any portion thereof, included in Petitioner’s proposed revenue
requirement for operating expenses? Please explain.

b) Is the $38,010 of meter costs already capitalized per Adjustment No. 11 included
in the amounts recorded to this account? Please explain.

Response:

a) As explained in the Response to OUCC Data Request No. 12-12, the entire
amount of Account No. 640-001-242.000 was reclassified to Non-Operating
Capital Expense; therefore, no meter and yoke costs are included in the revenue
requirement.

b) Yes. By capitalizing the entire $84,631 in Account No. 640-001-242.00, as
previously described, the cost of the meter and yokes specifically associated with
the collected tap-on fees has been capitalized prior to Adjustment 11 on Schedule
C (in Petitioner's Exhibit 19). To avoid doubling the reduction for the costs for
meters, Cedar Lake only reduced the operating expenses for tap-on fees by those
expenses not previously capitalized.

Person(s) providing information: Pamela Sue Sargent Haase

Testifying Witness: Pamela Sue Sargent Haase
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Respectfully Submitted,

[«

istopher Jan ,N\ﬁ 18499-49
Jeffery A. Karl, INO. 28721-64

Bose McKinney & Evans LLP

111 Monument Circle, Suite 2700
Indianapolis, IN 46204

(317) 684-5000 | (317) 684-5173 Fax

David M. Austgen, No. 3895-45
AUSTGEN KUIPER JASAITIS P.C.
130 N. Main Street

Crown Point, Indiana 46307

(219) 663-5600 | (219) 662-3519 Fax

Counsel for Petitioner, Town of Cedar Lake, Lake
County, Indiana
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CERTIFICATE OF SERVICE

I certify that a copy of the foregoing “Cedar Lake's Response to OUCC Data

Request Set No. 12” was served upon the following by electronic mail this 20" day of

August,

2020:

Daniel M. Le Vay

T. Jason Haas

Indiana Office of Utility Consumer Counselor
PNC Center, Suite 1500 South

115 West Washington Street

Indianapolis, Indiana 46204-2208
infomgt@oucc.in.gov

dlevay@oucc.IN.gov

thaas@oucc.in.gov

VJ C 1st0p er\@&ak

Bose McKinney & Evans LLP
111 Monument Circle, Suite 2700
Indianapolis, IN 46204

(317) 684-5000

(317) 684-5173 Fax

3910485 4
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Q-4-11: Please provide a reconciliation between the $1,179,395 of “Total Sales of Water” shown
in Petitioner’s “2019 Cedar Lake Municipal Water Utility IURC Report”, page W-1, and
the $1,173,591 of “Water Service Receipts” on line 1 of Exhibit A attached to Ms. Haase’s
testimony?

Response:  Cedar Lake objects to this request on grounds it is unduly burdensome
in that the difference in amounts is immaterial. In addition, there are currently no
documents responsive to this request. Notwithstanding the foregoing, Cedar Lake
would note that during the preparation of the 2019 IURC Annual Report, Cedar Lake
determined that the difference amounting to $5,804 which equates to a 0.49%
variance fell below the materiality threshold for further review. Currently, the
variance appears to have occurred due to accounting of the previous year’s accounts
receivable balance and it is preliminarily believed that this difference may reverse at
the end of the current year.

Person(s) providing information: Pamela S. Sargent Haase
Testifying Witness: Pamela S. Sargent Haase

Q-4-12: Which line of Petitioner’s Exhibit A included in its 2020 Rate and Financing Sufficiency
Report includes late fees?

Response: The late fees or Penalties are included in line 1 of Exhibit A. This can
be ascertained by referring to the previously provided excel work paper entitled Copy
of RevExp ACTIVITY - WTR 2019.

Person(s) providing information: Pamela S. Sargent Haase
Testifying Witness: Pamela S. Sargent Haase

Q-4-13: The 2018 Annual Report includes information on a note payable to associated entities of
$46,000 to the “Town of Cedar Lake Sew” [sic], page F-14. The note is not indicated in
the 2019 Annual Report. Please state when the note was repaid and to which associated
entity it was owed. Also, please state the source of the funds used to repay the note.

Response: In Cause No. 44173 dated August 15, 2012, the IURC authorized Cedar
Lake Water Utility to issue long term debt up to $1,339,000 and to borrow $230,000
on a five-year term from its wastewater utility. The note should have been repaid in
2017; however, the final payment was not made until 2019 due to the resignation of

13
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