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TESTIMONY OF OUCC WITNESS SHAWN DELLINGER 
CAUSE NO. 45955 

MARYSVILLE-OTISCO-NABB WATER CORPORATION 
 

I. INTRODUCTION 

Q: Please state your name and business address. 1 
A: My name is Shawn Dellinger, and my business address is 115 W. Washington St., Suite 2 

1500 South, Indianapolis, IN 46204.  3 

Q: By whom are you employed and in what capacity? 4 
A: I am employed by the Indiana Office of Utility Consumer Counselor (“OUCC”) as a 5 

Senior Utility Analyst in the Water/Wastewater Division. My focus is on financing and 6 

other financial matters. My educational background and experience are set forth in 7 

Appendix A. 8 

Q: What is the purpose of your testimony? 9 
A: Marysville-Otisco-Nabb Water Corporation (“Marysville,” “MON,” or “Petitioner”) 10 

requests a debt service revenue requirement associated with a borrowing of $7,980,000. I 11 

recommend an annual debt service revenue requirement of $165,000 based upon an 12 

appropriate amount of borrowing for the project that the OUCC considers reasonable, as 13 

well as an appropriate interest rate. I also recommend a debt authorization of $3,425,000. 14 

I recommend a debt service reserve revenue requirement appropriate for the total 15 

expected debt service payments and discuss true-up requirements.   16 

Q: What did you do to form the opinions in your testimony. 17 
A: I reviewed the Petition and Petitioner’s case in chief, with a focus on the testimony of 18 

Tracy Wyne, CPA. I drafted data request questions and reviewed Petitioner’s responses.  19 
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II. DEBT SERVICE REVENUE REQUIREMENT 

Q: Please describe the purpose of Petitioner’s requested debt issuance. 1 
A:  Petitioner plans to fund two projects — a 300,000-gallon water storage tank and an 8” 2 

Water Main Loop at Charleston — with a total combined estimated cost of $9,485,200 3 

including financing costs. Petitioner estimates $1,710,000 in non-construction costs for 4 

these two projects.1 Petitioner proposes to partially fund these projects with two grants, 5 

an ARP Grant in the amount of $1,500,000 and a Local Match of $5,200. Once 6 

accounting for these grants, total borrowing is projected to be $7,980,000, and 7 

Petitioner’s proposed debt service revenue requirement is based upon this amount. 8 

Petitioner also requests additional borrowing authority due to uncertainty surrounding 9 

supply chain and labor shortage issues:  10 

Unusual and significant uncertainty also exists as to the final borrowing amount 11 
MON will require to complete the proposed project due to current supply chain 12 
and labor shortage issues currently prevalent in the construction industry. MON 13 
may seek additional borrowing authority and agrees to restrict the use of funds 14 
borrowed to those based on construction bids for completion of the authorized 15 
projects as described in the PER, related contingencies, and soft costs. 16 
 
(Tracy Wynne Direct Testimony, page 7) 17 

 

 
1 See Marysville-Otisco-Nabb Water Corporation’s Submission of Attachments to the Verified Direct Testimony of 
Tracy Wyne, Exhibit 3, Rate Study and Workpapers, Accountant’s Compilation Report and Financial Forecast, 
Schedule of Estimated Project Costs and Source of Funds, p. 18. 
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Petitioner clarified and quantified this request in its response to OUCC Data Request 3-6, 1 

which may be found in its entirety in OUCC Attachment SD-1. Petitioner has requested a 2 

debt service revenue requirement that would allow it to borrow $7,980,000. However, in 3 

response to discovery, Petitioner indicated it desires authority to borrow an additional 4 

$620,000 for potential cost overruns.  5 

Q: Please describe Petitioner’s proposed debt issuance. 6 
A: Petitioner based its proposed revenue requirement on a single SRF borrowing of 7 

$7,980,000 at a 4.00% interest rate and a term of 35 years. As is standard with SRF 8 

borrowings, Petitioner proposes a revenue requirement to fund a debt service reserve 9 

account over five years. Petitioner has not proposed any interest only period or wrapping 10 

for this borrowing. 11 

Q: Do you agree with the proposed structure of this borrowing? 12 
A: Yes. I have no issues with the structure of this borrowing.  13 

Q: Do you agree with the interest rate assumptions for this borrowing? 14 
A No. I believe Petitioner’s estimated 4.0% interest rate is too low. Petitioner provided 15 

information and support for this 4.0% estimate in its response to Data Request 3-2 16 

(OUCC Attachment SD-1). It appears Petitioner based the 4.0% interest rate primarily on 17 

an issuance in December of 2022.2 Based on interest rate changes over the past year 18 

4.73% is a more appropriate interest rate and is the interest rate applied to the November 19 

2023 pooled issuance for the Town of Milan, which Petitioner referenced in its response 20 

to OUCC DR 3-2.  Given the possibility of an increase in interest rates of approximately 21 

 
2  City of Madison in December of 2022 was issued at 4.01% as a Pooled SRF financing. 
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25 basis points, 5% would be a reasonable assumption for interest rates for the purpose of 1 

setting initial rates subject to true-up.  2 

Q: Does the OUCC agree with the amount Petitioner proposes to finance with debt? 3 
A: No. As set forth in the testimony of OUCC witness James Parks, the OUCC has 4 

concluded that the water main project used to support part of the borrowing is not needed. 5 

Therefore, the OUCC’s position is that the estimated cost of the water main project 6 

(including associated non-construction costs) should be removed from the amount of 7 

financing authorized. The OUCC does not oppose financing for the elevated storage tank. 8 

Q: What is the amount of funding required to complete the elevated storage tank? 9 
A: The funding estimate for the storage tank is $2,803,300. There is also a 10% contingency 10 

and a 10% BABA (“Build American, Buy American”) estimate included in the 11 

construction costs for the tank. This results in a total of $280,330 for contingency and for 12 

BABA, or a total of $3,363,960.3 There are also non-construction costs that are 13 

appropriate. 14 

Q: What non-construction costs are included in the financing? 15 
A: Petitioner included a total of $1,710,000 of non-construction costs, consisting of twenty 16 

three (23) separate line items. For ease of reference, the list of these costs provided on 17 

page 18 of Petitioner’s Accountants Compilation Report is included below:4  18 

 
3 Please see Petitioner Independent Accountant Compilation Report, page 18, “Schedule of estimated project costs 
and source of funds” for these estimates. Please note, the numbers are slightly different due to rounding, specifically 
because Petitioner stated 10% and a number that was slightly different than 10%. 

4 Modified by the OUCC to include a number for ease of reference for each line item. This may be found in 
Petitioner Exhibit 3 (Attachments to Verified Direct Testimony of Tracy Wyne, Rate Study and Workpapers.) 
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Table SD-1 

# Description Amount
1  Preliminary Engineering Report 50,000$          
2 Design 695,000$       
3 System Modeling Updates 20,000$          
4 Bidding/Negotiating 37,000$          
5 Construction Inspection 300,000$       
6 Construction Engineering 125,000$       
7  Post-Construction 5,000$            
8  Erosion Control Plan 10,000$          
9 Soil Borings 50,000$          

10 Field Investigation and Survey 75,000$          
11 Legal/Financial Services (Engineering) 15,000$          
12 Start-up Assistance 5,000$            
13 Regulatory Assistance 20,000$          
14 Administrative (General) 10,000$          
15 Local Attorney 15,000$          
16 American Iron and Steel Compliance/BABA Compliance 15,000$          
17 Rate Consultant 60,000$          
18 Bond Bank Fee (Interim Construction Financing) 25,000$          
19 Bond Council 60,000$          
20 Interest During Construction (2%) 32,000$          
21 BAN Fee 20,000$          
22 Interest During Design 56,000$          
23 Archaeological 10,000$          

Total 1,710,000$     

Q: Do you agree all these non-construction costs are appropriate to include in the 1 
borrowing and as a revenue a revenue requirement? 2 

A:  No. Of these items, some amounts are overstated, and some items will not be incurred at 3 

all unless alternative means of financing are pursued. Other estimates would be expected 4 

to be trued-up at the appropriate time when actual figures are known. Broadly, these line 5 

items may be described as (1) construction related costs, (2) rate case expenses, and (3) 6 

financing costs.  7 

Q: Did you request support for the non-construction costs Petitioner is proposing? 8 



Public’s Exhibit No. 3 
Cause No. 45955 

Page 6 of 23 
 

A: Yes. The OUCC asked this question in OUCC Data Request 3-3. This question and 1 

Petitioner’s response are included in OUCC Attachment SD-1. Generally, this response 2 

did not provide sufficient granularity for the OUCC to determine the reasonableness of 3 

these estimates, how these estimates were determined, or the exact amount needed to 4 

complete the elevated water tank project if the water main project is not pursued. 5 

Q: Did Petitioner provide an estimate on the non-construction costs for the water tank 6 
project only? 7 

A: Yes. The Preliminary Engineering Report (PER) included Table ES-9, which is the cost 8 

of completing only the water tank including all non-construction costs.5 I have inserted 9 

Petitioner’s Table ES-9 below. 10 

 
5 Preliminary Engineering Report, July 2023, provided as an Exhibit 5, attachments to Verified Direct Testimony of 
Robert Bellucci. 
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Q: What non-construction costs included in the construction related cost category are 1 
appropriate for financing? 2 

A: The items from Petitioner’s Table ES-9 that I consider to be construction related costs 3 

that may be properly financed are as set forth in the table below: 4 
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Table SD-2 

# Description
Amount for Water 
Tank Project Only

Amount Appropriate 
Revenue Requirement

1 Preliminary Engineering Report 50,000$                          40,000$                                    
2 Design 212,000$                        212,000$                                 
3 System Modeling Updates 10,000$                          10,000$                                    
4 Bidding/Negotiating 12,000$                          12,000$                                    
5 Construction Inspection 175,000$                        175,000$                                 
6 Construction Engineering 97,500$                          97,500$                                    
7  Post-Construction 5,000$                            5,000$                                      
8  Erosion Control Plan 5,000$                            5,000$                                      
9 Soil Borings 20,000$                          20,000$                                    

10 Field Investigation and Survey 15,000$                          15,000$                                    
11 Legal/Financial Services (Engineering) 10,000$                          10,000$                                    
12 Start-up Assistance 5,000$                            5,000$                                      
16 American Iron and Steel Compliance/BABA Compliance 15,000$                          15,000$                                    
23 Archaeological 10,000$                          10,000$                                    

Total 641,500$                        631,500$                                  

The amounts above are Petitioner’s estimates of these costs, and with one exception I 1 

accept them all for purposes of determining a revenue requirement and debt 2 

authorization. Petitioner’s response to DR 1-13 (included as OUCC Attachment SD-2), 3 

indicated that the cost of the Preliminary Engineering Report was $40,000, not $50,000.6 4 

For this reason, I adjusted this line item to reflect the actual cost.     5 

Q: What non-construction costs related to rate case expense did Petitioner include in 6 
the proposed financing? 7 

A: There are four (4) line items included in non-construction costs that I consider rate case 8 

expense:  9 

 

 
 

6 The attachment contains the question and written response, but only relevant pages of the attachments included as 
part of this response.  
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Table SD-3 

# Description
Amount Requested-
Water Tank Project Only

13 Regulatory Assistance 15,000$                                 
14 Administrative (General) 10,000$                                 
15 Local Attorney 15,000$                                 
17 Rate Consultant 60,000$                                 

100,000$                                

Q: Did Petitioner provide adequate support for the costs found in Table SD-4?  1 
A: As with the construction related costs (included as OUCC Attachment SD-1), Petitioner 2 

did not provide sufficient granularity for the OUCC to determine the reasonableness of 3 

these estimates. Specifically, Petitioner provided the following support for the items 4 

found in Table SD-4 in its response to DR 3-3:  5 

• Regulatory Assistance (m.) are estimated hourly additional services to be 6 
performed by the Engineer throughout the duration of the project life-cycle. 7 
The estimated totals are based upon costs incurred from past projects of 8 
similar nature, scope, and size. 9 

• Administrative (General) (n.) is an administrative contingency line item 10 
within the budget to account for unforeseen costs incurred by Petitioner as a 11 
result of project implementation. Examples include costs associated with 12 
setting up dedicated project bank accounts, ordering checks, posting legal 13 
advertisements in the local newspaper, etc. 14 

• Local Attorney (o.) and Rate Consultant (q.) are budgeted project costs for 15 
legal / financial consultants. 16 
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Q: What amounts for rate case expense are appropriate to include in the proposed 1 
financing? 2 

A: The estimates found in Table SD-3 are appropriate and may be used to establish a debt 3 

authorization amount. However, Petitioner must provide more robust support at the time 4 

of the true-up. The true-up will be addressed later in my testimony. 5 

Q: What financing cost line items are included in the proposed financing? 6 
A: There are five (5) line items included in non-construction costs that I consider to be 7 

financing costs.  8 

Table SD-4 

# Description
Amount Requested 

per ES-9
18 Bond Bank Fee (Interim Construction Financing) 25,000$                       
19 Bond Counsel 60,000$                       
20 Interest During Construction (2%) 16,000$                       
21 BAN Fee 20,000$                       
22 Interest During Design 18,000$                       

139,000$                      

Q: Petitioner anticipates SRF financing. Are all of these financing costs incurred in an 9 
SRF financing? 10 

A: No. An SRF Debt Issuance would not involve a Bond Bank Fee, Interest During 11 

Construction, a BAN Fee, or Interest During Design. But all of these line items may be 12 

required if the financing is administered through the U.S. Rural Development program, 13 

because there is interim financing involved with this method of financing. For SRF 14 

financing, there is no requirement for interim financing.  15 

Q: Does Petitioner agree that the BAN Fee and the Interest During Design cost would 16 
not apply to SRF financing? 17 

A: No. In its response to Data Request 3-5 (found in OUCC Attachment SD-1) Petitioner 18 

stated: 19 
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The BAN Fee ($20,000) and Interest During Design ($56,000) line items 1 
could apply to both USDA and SRF financing should the Petitioner need 2 
to procure short-term financing to support costs incurred during the design 3 
and bidding phases of the project. If the Petitioner is able to fund these 4 
costs with local funds on hand, these items could be removed from the 5 
overall project budget. 6 
 

Q: Do you believe that the financing cost line items listed in Table SD-4 are appropriate 7 
to include in the financing authorization? 8 

A: I do not believe these fees will be incurred, for three reasons. First, the debt is currently 9 

estimated to be issued on July 1, 2024, which is approximately the time an order is 10 

anticipated to be issued, so there will already be a revenue requirement in place for the 11 

debt. Second, issuing a BAN and additional interest expense would not be prudent for an 12 

expense of this magnitude without a compelling reason, which has not been provided.7 13 

Third, the interest expense estimate seems wildly inflated, since $56,000 of interest on 14 

$695,000 of projected expenses, when the work is finished (project bid and debt issued) 15 

six months from now is exorbitant. Just the water tank reflects a design fee of $212,000 16 

and an interest during this design of $18,000, which would be an interest rate of 8.5% if 17 

the $18,000 is incurred over one year. But because the water tank project is estimated to 18 

be ready to bid approximately six months from now, this indicates an interest rate of 19 

approximately 17%. For these reasons, I do not consider these expenses appropriate to 20 

include in the requested borrowing for the purpose of establishing a revenue requirement. 21 

Q: What is the total amount of non-construction costs that are appropriate to include 22 
in the financing? 23 

 
7 Petitioner requested $76,000 of total expense for issuance of a BAN ($20,000) and interest during design ($56,000) 
per the Accountants Schedule of Estimated Project Costs and Source of Funds table. This is a material increase on 
the cost of the design work of $695,000 total (although the $695,000 itself appears to be an error from adding 
$212,000 from Table ES-9 for the Water Tank and $334,000 from Table ES-10 for the Water Loop, which should 
total to $546,000 instead of $695,000). 



Public’s Exhibit No. 3 
Cause No. 45955 

Page 12 of 23 
 

A: For the purpose of establishing a revenue requirement, the appropriate non-construction 1 

cost estimate is $791,500. The amount per line item is shown in Table SD-5. 2 

Table SD-5 

# Description
Amount Appropriate 

Revenue Requirement
1 Preliminary Engineering Report 40,000$                                  
2 Design 212,000$                               
3 System Modeling Updates 10,000$                                  
4 Bidding/Negotiating 12,000$                                  
5 Construction Inspection 175,000$                               
6 Construction Engineering 97,500$                                  
7  Post-Construction 5,000$                                    
8  Erosion Control Plan 5,000$                                    
9 Soil Borings 20,000$                                  

10 Field Investigation and Survey 15,000$                                  
11 Legal/Financial Services (Engineering) 10,000$                                  
12 Start-up Assistance 5,000$                                    
13 Regulatory Assistance 15,000$                                  
14 Administrative (General) 10,000$                                  
15 Local Attorney 15,000$                                  
16 American Iron and Steel Compliance/BABA Compliance 15,000$                                  
17 Rate Consultant 60,000$                                  
18 Bond Bank Fee (Interim Construction Financing) -$                                        
19 Bond Counsel 60,000$                                  
20 Interest During Construction (2%) -$                                        
21 BAN Fee -$                                        
22 Interest During Design -$                                        
23 Archaeological 10,000$                                  

Total 791,500$                                

Q: Is $791,500 the proper amount of non-construction costs to include in the debt 3 
authority? 4 

A: No, since it is possible that alternative financing means will be pursued (specifically a 5 

Rural Development Loan), some line items excluded above will be appropriate to include 6 

in a debt authorization, even if it is not appropriate to include in a projected revenue 7 

requirement. Specifically, this would include line items involving financing. The 8 

appropriate amount to include in a debt authorization for non-construction costs is 9 

$870,500.  10 
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Table SD-6 

# Description
Amount Appropriate 

Debt Authority
1 Preliminary Engineering Report 40,000$                                  
2 Design 212,000$                                
3 System Modeling Updates 10,000$                                  
4 Bidding/Negotiating 12,000$                                  
5 Construction Inspection 175,000$                                
6 Construction Engineering 97,500$                                  
7  Post-Construction 5,000$                                    
8  Erosion Control Plan 5,000$                                    
9 Soil Borings 20,000$                                  

10 Field Investigation and Survey 15,000$                                  
11 Legal/Financial Services (Engineering) 10,000$                                  
12 Start-up Assistance 5,000$                                    
13 Regulatory Assistance 15,000$                                  
14 Administrative (General) 10,000$                                  
15 Local Attorney 15,000$                                  
16 American Iron and Steel Compliance/BABA Compliance 15,000$                                  
17 Rate Consultant 60,000$                                  
18 Bond Bank Fee (Interim Construction Financing) 25,000$                                  
19 Bond Counsel 60,000$                                  
20 Interest During Construction (2%) 16,000$                                  
21 BAN Fee 20,000$                                  
22 Interest During Design 18,000$                                  
23 Archaeological 10,000$                                  

Total 870,500$                                 

Q: What is the total amount of financing that should be used to determine Petitioner’s 1 
appropriate revenue requirement? 2 

A: $2,650,260 is the correct total. Please see Table SD-7 for details. 3 
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Table SD-7 

Construction Costs
300,000 Gallon Elevated Storage Tank 2,803,300$        
Contingency (10%) 280,330$           
BABA (10%) 280,330$           
Total Construction Costs 3,363,960$        

Non-Construction Costs 791,500$           

Total Project Costs 4,155,460$        

Grants-Local Match 5,200$                
Grants-ARP 1,500,000$        

Total Funding Required 2,650,260$         

Q: Will grant funding still be available if the water main project is not included? 1 
A: Yes. Based on a review of the grant application, the grant is for the water storage tank, 2 

and not for the water main project, so any grants should be unaffected by the removal of 3 

the water main project. For the grant application, please see OUCC Attachment SD-3. 4 

Q: What other inputs need to be confirmed to determine the debt service revenue 5 
requirement? 6 

A: An interest rate, term, and payback profile of the loan must each be determined. On pages 7 

3-4 of my testimony, I determined that a 5% interest rate was appropriate, and agreed 8 

with Petitioner’s proposed debt profile (no wrapping or interest only period, 35-year 9 

term). 10 

Q: What is the debt service revenue requirement based upon these inputs? 11 
A: The annual debt service payment will be $161,856 (although since the debt would be 12 

incurred approximately mid-year 2024, the actual payments made in bond year 2024 13 

would be approximately half of this). I would propose rounding this to $165,000. 14 



Public’s Exhibit No. 3 
Cause No. 45955 

Page 15 of 23 
 

Q: Would $165,000 annually be the debt service revenue requirement if a Rural 1 
Development Loan or an SRF Program rate is secured for the borrowing instead of 2 
the assumed SRF Pooled rate? 3 

A: The $165,000 is a placeholder that is expected to be trued-up. Either a Rural 4 

Development Loan or an SRF Program Loan would likely result in material savings, and 5 

this should be reflected in the true-up report. The cost estimates for various services 6 

should be trued-up as well to actual costs. 7 

III. DEBT AUTHORIZATION 

Q: Did Petitioner request additional debt authority to address cost overruns? 8 
A: Yes. Discovery clarified that Petitioner was requesting $8,600,000 in debt authority, 9 

rather than the $7,980,000 included in the revenue requirement and debt amortization 10 

tables.8  11 

Q: Does the OUCC accept this request? 12 
A: No. The OUCC does not accept the total amount of debt authorization requested of the 13 

Petitioner, for reasons discussed above. However, we do agree that the amount of debt 14 

authorized should include an additional amount for cost overruns. Such authority should 15 

only be granted with assurances that cost containment measures will be implemented and 16 

that the projects are limited in scope to the project design presented in this case. Provided 17 

the Commission imposes the conditions recommended by the OUCC that limit 18 

expenditures to the well-defined projects, the OUCC considers the additional amount of 19 

borrowing authority to address potential cost overruns to be acceptable. We accept 20 

Petitioner’s request for an additional $620,000 of debt authority.  21 

 
8 This may be found in the response to data request 3-6. OUCC Attachment SD-1. 
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Q: What specific requirements does the OUCC propose for this additional borrowing 1 
authority? 2 

A: Petitioner should have an appropriate number of bidders in a public bid, and the scope of 3 

the water storage tank project should not differ from the PER. At the time of the true-up, 4 

if the actual bid amounts for the water storage tank result in a cost of more than 5 

$3,363,960, documentation to the above effect should be included.9 With these 6 

requirements, ratepayers would be protected and additional debt authority of $620,000 7 

may be used to ensure the water tank project is completed. The revenue requirement 8 

associated with this increase would be addressed at the time of the true-up.   9 

Q: What is the debt authority that should be authorized? 10 
A: Based on my analysis, $3,428,260 of debt authority is appropriate. However, I am 11 

rounding the amount to $3,425,000. This amount includes non-construction costs that 12 

will allow Petitioner to pursue Rural Development funding if appropriate. It does not 13 

include costs related to the projects that the OUCC considers imprudent. Please see table 14 

SD-8 and SD-9 for specific inputs. Table SD-8 shows the calculation of the total amount 15 

of debt authority, and Table SD-9 shows the specific inputs to determine the non-16 

construction portion of this debt authority. 17 

 
9 Documentation would include bid tabulations, listing the bidders and their bid price.  As well as a confirmation 
that the project bid was the same as that indicated on the PER. 
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Table SD-8 

Construction Costs
300,000 Gallon Elevated Storage Tank 2,803,300$        
Contingency (10%) 280,330$           
BABA (10%) 280,330$           
Total Construction Costs 3,363,960$        

Non-Construction Costs 870,500$           

Total Project Costs 4,234,460$        

Grants-Local Match 5,200$                
Grants-ARP 1,500,000$        

Total Funding Required 2,729,260$        
Additional Authority for Cost overruns 620,000$           
Total Debt Authority 3,428,260$         

Table SD-9 

# Description
Amount Appropriate 

Debt Authority
1 Preliminary Engineering Report 40,000$                                  
2 Design 212,000$                                
3 System Modeling Updates 10,000$                                  
4 Bidding/Negotiating 12,000$                                  
5 Construction Inspection 175,000$                                
6 Construction Engineering 97,500$                                  
7  Post-Construction 5,000$                                    
8  Erosion Control Plan 5,000$                                    
9 Soil Borings 20,000$                                  

10 Field Investigation and Survey 15,000$                                  
11 Legal/Financial Services (Engineering) 10,000$                                  
12 Start-up Assistance 5,000$                                    
13 Regulatory Assistance 15,000$                                  
14 Administrative (General) 10,000$                                  
15 Local Attorney 15,000$                                  
16 American Iron and Steel Compliance/BABA Compliance 15,000$                                  
17 Rate Consultant 60,000$                                  
18 Bond Bank Fee (Interim Construction Financing) 25,000$                                  
19 Bond Counsel 60,000$                                  
20 Interest During Construction (2%) 16,000$                                  
21 BAN Fee 20,000$                                  
22 Interest During Design 18,000$                                  
23 Archaeological 10,000$                                  

Total 870,500$                                 
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IV. DEBT SERVICE RESERVE 

Q: Do you agree with Petitioner's proposed debt service reserve? 1 
A: No. I agree with the method of calculation of this reserve, but the debt service reserve 2 

will necessarily change as the anticipated debt service payments change. Because the 3 

OUCC has determined that the full borrowing is not prudent, this necessarily changes the 4 

debt service reserve revenue requirement. 5 

Q: What is the appropriate debt service reserve revenue requirement? 6 
A: The appropriate debt service reserve revenue requirement is $33,000. Since SRF allows 5 7 

years to fund a debt service reserve and the payments in this case are level, it is 20% of 8 

the annual revenue requirement. (20% of $165,000 is $33,000.) The total amount of 9 

funding required should be approximately $165,000. 10 

Q: Should there be any restrictions on Petitioner's proposed debt service reserve? 11 
A: Yes. Petitioner's debt service reserve should be placed in a restricted account, and 12 

Petitioner should notify the Commission and the OUCC if it spends any funds from its 13 

debt service reserves for any reason other than to make the last payment on its current or 14 

proposed debt issuances. Petitioner should be required to provide a report to the 15 

Commission and the OUCC within five (5) business days of any such transaction. The 16 

report should (1) state how much Petitioner spent from its debt service reserve, (2) 17 

explain why it spent funds from its debt service reserve, (3) cite to any applicable loan 18 

documents that allow it to spend funds from its debt service reserve, (4) describe its plans 19 

to replenish its debt service reserve, and (5) describe any saving measures it has 20 

implemented to forestall spending funds from its debt service reserve. 21 
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V. TRUE-UP AND OTHER ISSUES 

Q: Should Petitioner be required to true-up its proposed annual debt service once the 1 
interest rates on its proposed debt are known? 2 

A: Yes. The precise interest rates, borrowing amount and annual debt service will not be 3 

known until Petitioner's debt has been issued. Therefore, Petitioner's rates should be 4 

trued-up to reflect the actual cost of the debt. I recommend the Commission require 5 

Petitioner to file a report within thirty (30) days of closing its debt issuance explaining 6 

the terms of the new loan, the actual balance borrowed, the amount of debt service 7 

reserve required, bid tabulations, and an itemized account of all issuance costs (such as 8 

bond counsel, rate consultant, and BABA costs), including issuance costs actually 9 

incurred to that date. The report should include a revised tariff, amortization schedule 10 

and a calculation of the rate impact in a form similar to the OUCC's schedules. Further, 11 

since revenue collection will occur substantially at the time of the order in this cause, 12 

protections should be implemented to ensure that if bonds are not issued promptly, 13 

ratepayers are not harmed, and revenues are aligned with costs. Therefore, for any 14 

timing differences of more than two months between implementation of rates and 15 

closing on debt, the revenue requirement for current debt should be placed in a 16 

restricted account and used to prefund the debt service reserve account.10 If the 17 

borrowing is delayed for more than one year, refunds should be issued to ratepayers 18 

out of this restricted balance.  19 

Q: How should disputes regarding Petitioner's true up report be identified? 20 
A: The OUCC should have no less than twenty-one (21) days after service of the true-up 21 

 
10 For clarity, this would consider all the debt service revenue requirement since the implementation of rates, not just 
on future basis. 
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to challenge Petitioner's proposed true-up. Petitioner should similarly have twenty-1 

one (21) days to file a response to the OUCC. Thereafter, the Commission should 2 

resolve any issue raised through a process it deems appropriate. Any true-up report 3 

should state the time frames for objections or responses. 4 

Q: Should there be any exceptions to the requirement for a true-up? 5 
A: Yes. If both parties state in writing to the Commission that the increase or decrease 6 

indicated by the report need not occur because the increase or decrease would be 7 

immaterial, the true-up need not be implemented. 8 

Q: What other conditions should be placed on Petitioner's proposed debt  issuance? 9 
A: Financing authority should not continue indefinitely. Petitioner is expecting to 10 

complete its requested borrowing in July of 2024. Any financing authority Petitioner 11 

has not used should expire at the end of 2025 (allowing approximately one and a half 12 

additional years beyond the projected July 2024 issuance date for the debt).  13 

VI. OUCC RECOMMENDATIONS 

Q: Please summarize your recommendations to the Commission in this cause. 14 
A: I recommend that the Commission: 15 

• Approve a debt authority of $3,425,000 with rates based on borrowings up to 16 

$2,650,260.  17 

• Approve a debt service annual revenue requirement of $165,000.  18 

• Approve a debt service reserve revenue requirement of $33,000.  19 

• Require Petitioner to follow the true-up procedures I described in this testimony.  20 

• Require Petitioner to follow the reporting requirements regarding withdrawals 21 

from any debt service reserve funds. 22 
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Q: Does this conclude your testimony? 1 
A: Yes. 2 
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Appendix A 

QUALIFICATIONS 

Q: Please describe your educational background. 1 
A: I graduated from Indiana University with a degree in Biology, a minor in Economics and 2 

a certificate from the Liberal Arts and Management Program (LAMP) which is an honors 3 

certificate program through the Kelley School of Business and the College of Arts and 4 

Sciences. I received my MBA from Indiana University with a concentration in finance. I 5 

am a member of Phi Beta Kappa honor society for my undergraduate studies and Beta 6 

Gamma Sigma honor society for my master’s program. I have a certificate from Stanford 7 

University for the Energy Innovation and Emerging Technologies Program. I am a 8 

certified rate of a return analyst (CRRA designation) from the Society of Utility 9 

Regulatory Financial Analysts. Although not specifically related to my educational 10 

background, I am a member of Mensa. 11 

Q: Please describe your work experience. 12 
A: Upon graduating college, I moved to New York and worked at Grant’s Interest Rate 13 

Observer, which is a financial newsletter and Lebenthal and Co., which was a municipal 14 

bond brokerage. I moved back to Indianapolis and worked at RCI Sales in Indianapolis, 15 

which was a manufacturer’s representative/distributor in commercial and institutional 16 

construction. I became an owner and left when I sold the company. I then worked at 17 

Amazon as a financial analyst in its fulfillment division. 18 

Q: How long have you been at the OUCC? 19 
A: I started at the OUCC in the Water/Wastewater Division in December 2019 as a Utility 20 

Analyst II and was promoted to a Senior Utility Analyst in May 2022. My focus is 21 
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financial issues, such as ROEs, Capital Structures, Debt Issuances, Cost of Debt, etc. 1 

Q: Have you previously testified before the Indiana Utility Regulatory Commission? 2 
A: Yes, I have testified before the Commission regarding various aspects of finance in 3 

multiple cases. 4 

 



AFFIRMATION 
 
 

I affirm the representations I made in the foregoing testimony are true to the best of my 

knowledge, information, and belief. 

 

                   

     _____________________________________ 
By:  Shawn Dellinger 

     Cause No. 45955 
     Office of Utility Consumer Counselor (OUCC) 
 
 

 
     Date:             January 11, 2024   
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STATE OF INDIANA 
INDIANA UTILITY REGULATORY COMMISSION 

PETITION OF MARYSVILLE-
OTISCO-NABB WATER 
CORPORATION: 

(1) FOR AUTHORITY AND APPROVAL 
TO INCREASE RATES AND
CHARGES FOR WATER SERVICE,
INCLUDING APPROVAL OF NEW
SCHEDULE(S) OF RATES AND
CHARGES FOR WATER SERVICES

(2) FOR AUTHORITY AND APPROVAL 
TO ISSUE BONDS, NOTES, OR
OTHER OBLIGATIONS OF
INDEBTEDNESS

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
)  

Cause No. 45955 

RESPONSE TO THE THIRD SET OF DATA REQUESTS  
FROM THE INDIANA OFFICE OF UTILITY CONSUMER COUNSELOR TO 

MARYSVILLE-OTISCO-NABB WATER CORPORATION 
QUESTIONS NOS. 1-7 

Pursuant to the Data Request Set No. 3 from the Indiana Office of Utility Consumer 

Counselor (“OUCC”) to Marysville-Otisco-Nabb Water Corporation (“Petitioner”) dated 

November 29, 2023, in the above-captioned cause, Petitioner hereby files this response to 

OUCC’s Questions 1 through 7. Petitioner reserves the right to amend, revise, and/or 

supplement any of the original answers it provides hereunder should there be any relevant 

change in circumstances.   

Tracy Wyne, a Certified Public Accountant, Certified Fraud Examiner, and 

Manager of Sherman Barber & Mullikin, CPAs, 210 W. Third Street, Madison, Indiana 

47250, provided information and/or documentation in response to Questions 1 and 2, 

subpart ii. of Question 3, and Questions 4 and 6. Ms. Wyne can be called as Petitioner’s 
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witness to answer questions regarding the substance of or origination of information in 

response to Questions 1, 2, 4, and 6.  

Robert M. Bellucci, a Professional Engineer and the Vice President/Senior Project 

Manager at Commonwealth Engineers, Inc., 7256 Company Drive, Indianapolis, Indiana 

46237, provided information and/or documentation in response to subpart i. of Question 3 

and Questions 5 and 7. Mr. Bellucci can be called as Petitioner’s witness to answer 

questions regarding the substance of or origination of information in response to such 

questions. 

RESPONSES 

Q-3-1: Please provide the Median Household Income for MON’s customer base. If an
exact amount isn’t available, please indicate to the best of your ability the tier for 
SRF purposes, i.e. under $49,555, between $49,556 to $61,943, or over $61,944.  

Response: According to 2021 census data, the median household income for 
Clark County, Indiana was $62,296. Data is not readily available that is more 
specific to Petitioner’s service area. 

Q-3-2: Ms. Wyne states in Question 19 of her Direct Testimony the estimated interest rate
for the SRF loan is 4.0%.  Please provide all documentation supporting this 
estimate.   

Response: The estimated interest rate of 4.0% was based on SRF pooled 
financing obtained by the City of Madison (“Madison”) in December 2022, which 
was 4.01%. Attached is a copy of the transfer and amortization schedules filed 
with SRF for the Madison loan. In IURC Cause No. 45720, Brown County Water 
Utility, Inc. (“BCW”) obtained project funding through pooled financing with 
SRF that also closed in December 2022. BCW’s interest rate was 3.51%. A copy 
of BCW’s true-up report filed with the IURC is attached (See the amortization 
schedule for the SRF 2023 Series A or Series B). Ms. Wyne estimated the interest 
rate for Petitioner based on the higher of the two interest rates (Madison and 
BCW) because the interest rates in general had been increasing from December 
2022 to September 2023. 
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A recent SRF project for the Town of Milan (“Milan”) closed in November 2023 
at a pooled rate of 4.73%. Attached is the amortization schedule received from 
SRF for the 35-year loan for Milan.  

Petitioner anticipates applying for funding during the fiscal year beginning July 1, 
2024. The PER has not yet been submitted to SRF for evaluation so it is unknown 
whether the Petitioner’s projects will meet their criteria and fall within the 
fundable range on SRF’s Project Priority List. Projects falling within SRF’s 
fundable range, and which are funded during October-December 2023 have 
interest rates between 2.69% and 3.44%, assuming a median household income of 
more than $61,944 (Source-Indiana Financing Authority website, November 30, 
2023.) 

Interest rate assumptions in the forecast may not be achievable and Petitioner 
anticipates a true-up process once financing is completed. 

Q-3-3: Reference Petitioner’s Exhibit 3 - Attachments to Verified Direct Testimony of
Tracy Wyne Rate Study and Workpapers page 18 of the “Accountant’s 
Compilation Report” (page 36 of 214).  For each of the following items: 

a. Preliminary Engineering Report, $50,000
b. Design, $695,000
c. System Modeling Updates, $20,000
d. Bidding/Negotiating, $37,000
e. Construction Inspection, $300,000
f. Construction Engineering, $125,000
g. Post-Construction, $5,000
h. Erosion Control Plan, $10,000
i. Soil Borings, $50,000
j. Field Investigation and Survey, $75,000
k. Legal/Financial Services (Engineering), $15,000
l. Start-up Assistance, $5,000
m. Regulatory Assistance, $20,000
n. Administrative (General), $10,000
o. Local Attorney, $15,000
p. American Iron and Steel Compliance/BABA Compliance, $15,000
q. Rate Consultant, $60,000
r. Bond Bank Fee (Interim Construction Financing), $25,000
s. Bond Council, $60,000
t. Interest During Construction (2%), $32,000
u. BAN Fee, $20,000
v. Interest During Design, $56,000
w. Archaeological, $10,000
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       i. Please indicate how each cost was determined. 
 

   Response:   
 

Item “a.” is based upon actual cost(s) incurred by the Engineer for 
assembly of the Preliminary Engineering Report and System 
Hydraulic Model. 
 
Items “b.”, “d.”, and “f.” are calculated based upon estimated 
construction costs using the United States Department of 
Agriculture’s fee estimation guidelines. 
 
Item “g” is a budgeted fee associated with engineering 
coordination between the contractor and the Petitioner throughout 
the duration of the post-construction one (1) year warranty period. 
Fee is lump sum based upon projects of similar size and scope.  
 
Items “c.”, “e.”, “h.”, “i.”, “j.”, “k.”, “l.”, “m.”, “p.”, and “w.” are 
estimated hourly additional services to be performed by the 
Engineer throughout the duration of the project life-cycle.  The 
estimated totals are based upon costs incurred from past projects of 
similar nature, scope, and size. 
 
Item “n.” is an administrative contingency line item within the 
budget to account for unforeseen costs incurred by Petitioner as a 
result of project implementation.  Examples include costs 
associated with setting up dedicated project bank accounts, 
ordering checks, posting legal advertisements in the local 
newspaper, etc. 

   
Items “o.”, “q.”, and “s.” are budgeted project costs for legal / 
financial consultants. 

   
Items “r.” and “t.” are associated with United States Department of 
Agriculture Rural Development Financing as that agency utilizes 
the Indiana Bond Bank for Interim Construction Financing.  
Closing of the long-term financing with USDA would not occur 
until the project is substantially completed. 
 
Items “u.” and “v.” are budgeted fees associated with the Petitioner 
needing to procure short-term financing to support costs incurred 
during the design and bidding phases of the project. 

 
       ii. Please provide support for each item. 
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Response: Each of the above estimates were taken directly from 
Table 6-6 of the PER. A copy of Table 6-6 is attached hereto.  

 
 
Q-3-4: Please state the actual cost MON has incurred to date for line item “Rate 

Consultant” (Line Item q in the above list).  
 
Response: As of 12/6/2023, Petitioner has been billed $19,000 for rate consulting 
services through 11/30/2023. 

 
Q-3-5: Please reference the cost estimates for the financing estimated above (Petitioner’s 

Exhibit 3 - Attachments to Verified Direct Testimony of Tracy Wyne Rate Study 
and Workpapers page 18 of the “Accountant’s Compilation Report” (page 36 of 
214).   

 
a. Please confirm that the costs for the BAN/Interim Construction Financing 

would only be applicable if the borrowing is with Rural Development.  
For purposes of this question, this would include the Bond Bank Fee of 
$25,000, the Interest During Construction of $32,000, the BAN fee of 
$20,000, and the interest during design of $56,000.  If there are other fees 
that would be necessary for a Rural Development Loan but not for a SRF 
Loan, please advise what those fees would be.  Also, if those fees would 
be required for an SRF loan, please so state and explain why.  
 
Response: Petitioner confirms that the budgeted amounts for the Interim 
Construction Bond Bank Fee ($25,000) and Interest during Construction 
($32,000) apply only if all (or a portion) of the project is funded through 
the United States Department of Agriculture’s (“USDA”) Rural 
Development Loan Program. The BAN Fee ($20,000) and Interest During 
Design ($56,000) line items could apply to both USDA and SRF financing 
should the Petitioner need to procure short-term financing to support costs 
incurred during the design and bidding phases of the project. If the 
Petitioner is able to fund these costs with local funds on hand, these items 
could be removed from the overall project budget. 

 
Q-3-6: Please reference Ms. Wyne’s testimony, page 7, line 17, Question 19.  Please 

clarify the amount of debt authority MON is requesting in this cause.  
 
Response: The proposed debt service used in the rate consultant’s report is 
$7,980,000. This is reflected in both the Schedule of Estimated Project Costs and 
Sources of Funds (page 18) and the Amortization Schedule – State Revolving 
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Fund Loan (page 19). Petitioner is seeking authority from the IURC to issue debt 
in an amount not to exceed $8,600,000.  

 
Q-3-7:  Please refer to the immediately preceding question. What actions does MON 

intend to take if it experiences cost overruns due to “current supply chain and 
labor shortage issues currently prevalent in the construction industry”?   Please 
confirm that MON is requesting authority in this present cause to account for cost 
overruns and is not anticipating opening a sub-docket or filing a new case 
requesting additional debt authority if construction bids are higher than 
anticipated. 
 
Response: The proposed budget includes a ten percent (10%) planning-level 
construction contingency to account for potential cost overruns associated with 
the current bidding environment. The proposed budget also includes a separate ten 
percent (10%) planning-level contingency for anticipated costs associated with 
complying with the federal Build America, Buy America Act (“BABA”).  Both 
USDA and SRF will mandate compliance with federal BABA requirements. 
Petitioner does not anticipate having to open a sub-docket or file a new case with 
the IURC to request additional debt authority if construction bids for the project 
come in higher than anticipated.  

 
 

Respectfully submitted, 

 
   /s/ Darren A. Craig__________ 
   Darren A. Craig 
   Beau F. Zoeller 
   Cameron S. Trachtman 
   Matthew K. Duncan 
   Frost Brown Todd LLP 

    111 Monument Circle Ste. 4500 
    Indianapolis, IN 46204 
    (317) 237-3800 
    E-mail: dcraig@fbtlaw.com  
    E-mail: bfzoeller@fbtlaw.com 
    E-mail: ctrachtman@fbtlaw.com  
    E-mail: mduncan@fbtlaw.com 
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CERTIFICATE OF SERVICE 
 

 The undersigned hereby certifies that a copy of the foregoing has been 
electronically served upon the following counsel of record via e-mail, the agreed method 
of service for this proceeding, on December 15, 2023: 
 
Daniel M. Le Vay 
Adam J. Kashin 
Victor Peters 
Deputy Consumer Counselor 
INDIANA OFFICE OF UTILITY CONSUMER COUNSELOR 
115 West Washington Street, Suite 1500 South  
Indianapolis, IN 46204 
dlevay@oucc.in.gov  
AKashin@oucc.in.gov  
ViPeters@oucc.in.gov 
infomgt@oucc.in.gov 
 
 

      /s/ Darren A. Craig__________ 
      Darren A. Craig 

 
 

0155045.0776811   4879-9448-1046v5 
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