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STATE OF INDIANA 

INDIANA UTILITY REGULATORY COMMISSION 

PETITION OF NORTH DEARBORN WATER ) 
CORPORATION, A NONPROFIT) 
CORPORATION, FOR AUTHORITY TO ) 
ISSUE LONG-TERM DEBT AND FOR ) CAUSE NO. 43736 
APPROVAL OF A CHANGE IN RATES AND ) 
CHARGES ON AN EXPEDITED BASIS TO ) 
TAKE ADVANTAGE OF FEDERAL) APPROVED: OCT 0 1 2009 
FUNDING MADE AVAILABLE PURSUANT ) 
TO THE AMERICAN RECOVERY AND ) 
REINVESTMENT ACT OF 2009. ) 

BY THE COMMISSION: 
Jeffrey L. Golc, Commissioner 
Aaron A. Schmoll, Administrative Law Judge 

On July 14, 2009, North Dearborn Water Corporation ("North Dearborn") filed with the 
Indiana Utility Regulatory Commission ("Commission") a Verified Petition requesting authority 
to issue long-tenn debt and seeking a change to its existing rates and charges. In its Verified 
Petition, North Dearborn requested expedited approval in order to take advantage of certain grant 
funds made available pursuant to the American Recovery & Reinvestment Act of 2009 ("2009 
ARRA"). 

On July 30, 2009, North Dearborn filed its case-in-chief. On September 11, 2009, the 
Indiana Office of Utility Consumer Counselor ("OUCC") filed its prefiled direct testimony and 
exhibits. On September 16, 2009, North Dearborn filed its rebuttal testimony and a proposed 
order. 

Pursuant to notice as prescribed by law, the Commission conducted an evidentiary 
hearing in this Cause on September 21, 2009, at 10:00 a.m., in Room 222 of the National City 
Center, Indianapolis, Indiana. At the hearing, North Dearborn and the OUCC offered their 
respective testimony and exhibits, which were admitted into the record without objection. No 
members of the public attended or participated in the evidentiary hearing. 

Based upon the applicable law and the evidence herein, the Commission now finds that: 

1. Statutory Notice and Commission Jurisdiction. Due, legal, and timely notice 
of these proceedings was given as required by law. North Dearborn is a "public utility" as 
defined in Ind. Code § 8-1-2-1. Accordingly, the Commission has jurisdiction in this matter. 

2. Petitioner's Characteristics. North Dearborn is a nonprofit, rural water utility 
that began serving customers in 1963. Since its inception, North Dearborn's customer base has 



grown to almost 2,000 residential, commercial, and agricultural customers, and its service 
territory has expanded to include customers in the Indiana counties of Dearborn, Ripley, and 
Franklin. North Dearborn's present water system includes wells located along the Whitewater 
River and a water treatment plant in Franklin County, Indiana. North Dearborn owns and 
maintains two elevated storage tanks and one ground level storage tank for total storage capacity 
of 675,000 gallons. North Dearborn also supplements its source of water supply by purchasing 
water on a wholesale basis from the City of Greendale, Elrod Water Company, Inc. (d/b/a 
Hoosier Hills Water District), and Tri-Township Water Corporation. 

3. Issuance of Debt, Existing Rates, and Test Year. In this case, North Dearborn 
proposes to issue long-term debt from the Drinking Water State Revolving Loan Fund 
("DWSRF"), the proceeds from which will be used to fund certain capital improvements. The 

. cost of the contemplated capital improvements, which include a 500,000 gallon storage tank and 
new water distribution facilities ("Project"), will be $1,340,000. According to North Dearborn's 
prefiled evidence, forty percent (40%) ofthe proposed debt (i.e., $536,000) would be in the form 
of a "forgivable loan" (or bond anticipation note) from the DWSRF as part of the 2009 ARRA. 
The remaining $804,000 in proposed debt will be for a term of twenty (20) years with an 
anticipated interest rate not to exceed 3.65%. 

North Dearborn also seeks approval to adjust its rates and charges. North Dearborn's 
existing rates and charges were established by final order issued by this Commission on August 
30, 2000, in Cause No. 41684. Based on a test year of June 30, 2009, as adjusted for changes 
which are fixed, known, and measurable, and occurring within twelve (12) months, North 
Dearborn seeks to impose a $.12 per thousand gallons water tracker to recover the increased cost 
of purchased water from one of its wholesale water providers, Hoosier Hills Water District. In 
addition, North Dearborn proposes to increase its base rates on an across-the-board basis by 
15.12%. North Dearborn's proposed rate adjustment, including the water tracker, would in the 
aggregate increase North Dearborn's existing rates by 17.69%, generate additional proforma 
annual revenues of$123,396, and produce total pro forma annual revenues of $843,081. 

4. North Dearborn's Prefiled Direct Evidence. 

A. Steward Cline. Mr. Cline presented testimony and exhibits regarding the 
status of North Dearborn and its system, the general need for the Project, and North Dearborn's 
efforts to obtain grant monies under the 2009 ARRA. Mr. Cline explained that since it began 
providing service in 1963, North Dearborn has experienced steady growth to the point where 
North Dearborn's existing facilities are now reaching their limit. As a first step towards 
addressing North Dearborn's needs, Witness Cline described how North Dearborn retained a 
professional engineering firm, Robert E. Curry & Associates, to plan and design the necessary 
capital improvements (i.e., the Project). Upon completion, review, and approval of Mr. Curry's 
work, Mr. Cline testified that North Dearborn's Board of Directors authorized the filing of an 
application for funding with the DWSRF. On July 6,2009, North Dearborn was awarded a grant 
pursuant to the 2009 ARRA and a low interest loan from the DWSRF. Mr. Cline stated that by 
receiving the grant and low interest loan, North Dearborn would be able to complete the much
needed Project at the lowest possible cost to North Dearborn's customers. 
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B. Robert E. Curry. Mr. Curry sponsored testimony concerning North 
Dearborn's proposed Project, along with a Preliminary Engineering Report ("PER") that 
described the background and estimated cost of the Project. In his testimony and PER, Witness 
Curry explained that the Project would generally consist of a new 500,000 gallon elevated water 
storage tank; a new eight (8) inch water main to connect the new water storage tank to North 
Dearborn's major distribution supply line; and a new eight (8) inch water main to replace the 
existing three (3) inch, exposed PVC water main that is currently fastened to the side of a bridge 
over Interstate Highway 74. 

When completed, Mr. Curry testified that the Project would benefit North Dearborn and 
its customers by: (i) eliminating low water pressure problems experienced on the south end of 
North Dearborn's distribution system; (ii) replacing an existing storage tank that is in poor 
condition; (iii) increasing storage capacity in the southern half of the distribution system and 
thereby improving service to almost half of North Dearborn's customers; (iv) providing 
additional water storage for fire protection and emergency services; and (v) serving as an 
emergency water supply reservoir in case of emergency. Mr. Curry noted that IDEM had 
reviewed and approved the PER and issued a permit authorizing construction of the Project. 

C. Douglas L. Baldessari. As part of North Dearborn's case-in-chief filed 
on July 30, 2009, Mr. Baldessari presented testimony regarding the specific terms for the 2009 
ARRA grant and DWSRF loan, as well as North Dearborn's corresponding revenue requirements 
if North Dearborn were to utiltize such funds to complete the Project. Mr. Baldessari explained 
that North Dearborn had initially filed applications with the DWSRF and the United States 
Department of Agriculture - Rural Development ("RD"). Mr. Baldessari stated that on July 6, 
2909, North Dearborn was notified by DWSRF that North Dearborn would receive the grant 
funds in the form of a forgivable loan under the 2009 ARRA. In addition, DWSRF would offer a 
low interest loan for the remaining portion of the Project. The DWSRF loan would be for a 
twenty (20) year term with an anticipated interest rate of3.65%. 

To further explain the details of North Dearborn's proposed debt issuance and rate 
request, Mr. Baldessari attached to his prefiled testimony an accounting report. The accounting 
report offers details as to the estimated cost of funding the Project, North Dearborn's pro forma 
annual cash operating expenses, the normalized annual operating revenues at existing rates, the 
pro fonna annual revenues and revenue requirements (after issuance of the proposed debt), and 
the proposed rates and charges. Mr. Baldessari's accounting report also included a comparative 
balance sheet, income statement, and statement of cash flows; a schedule of minumum account 
balances; and an amortization schedule for North Dearborn's proposed and outstanding debt. 
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5. OVCC's Prefiled Direct Evidence. 

A. Richard J. Corey. Mr. Corey presented testimony and exhibits regarding 
North Dearborn's financing request and proposed rate adjustment. Mr. Corey noted the 
expedited nature of this proceeding and suggested that, whenever possible, utilities seeking grant 
money should file their causes well in advance of their deadlines to avoid the need for an 
expedited case. Mr. Corey suggested that a utility need not begin the regulatory process after the 
grant has been awarded. Mr. Corey then noted the OUCC's support for North Dearborn's 
proposed issuance of debt for the Project and recognized the need for the imposition of a water 
tracker to recover North Dearborn's increased cost of purchased water from Hoosier Hills Water 
District. Mr. Corey did offer several adjustments to North Dearborn's proposed revenue 
requirement. Witness Corey testified that North Dearborn notified the OUCC that after filing its 
case-in-chiefNorth Dearborn had received bids for the Project that were lower than the estimated 
construction costs contained in Mr. Curry's PER. Mr. Corey explained that the lower 
construction costs would result in North Dearborn incurring less debt which, in tum, translates 
into a reduction in North Dearborn's annual debt service and debt service reserve requirements. 
With the lower construction costs, North Dearborn's annual pro forma debt service requirement 
for the Project is reduced from $73,209 to $57,417 and the debt service reserve revenue 
requirement decreases from $14,642 per year to $11,612. Witness Corey also suggested that the 
annual debt service reserve requirement be further reduced to $8,496 to reflect annual interest 
earnings on North Dearborn's debt service monies. 

Mr. Corey also testified that certain legal and engineering fees incurred by North 
Dearborn during the test year be characterized as non-recurring, and suggested that North 
Dearborn's annual revenue requirement for outstanding debt be reduced by $5,054 based upon 
North Dearborn's required payments on a 2003 bank loan. Finally, Witness Corey proposed that 
the Commission eliminate from North Dearborn's revenue requirement a $931 expense for a 
holiday gathering. 

B. Harold L. Rees. In his testimony, Mr. Rees did not dispute the need for 
the Project, but questioned certain annual expenses for North Dearborn's proposed well cleaning 
and high service pump maintenance. Mr. Rees acknowledged the need for the cleaning of North 
Dearborn's two (2) wells but disagreed with North Dearborn's proposed three (3) year cleaning 
cycle at a cost of $7,000 each cleaning per well. Mr. Rees noted that neither of the two wells 
have been cleaned since they were installed in 1994 (15 years ago), and they still produce enough 
to meet current demands. Mr. Rees added that, generally within the industry, wells are cleaned 
every several years to maintain good production levels. ·He recommended cleaning every five (5) 
years at the same cost of $7,000 per well which would require $2,800 per year instead of North 
Dearborn's proposed $4,667. With respect to pump maintenance, Mr. Rees recommended an 
estimate of $4,500 per pump every seven (7) years, instead of North Dearborn's proposed cost of 
$4,000 per pump every three (3) years. Mr. Rees' proposed high service pump maintenance 
program resulted in a annual decrease in pump maintenance expense from $2,667 to $1,286. 
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6. North Dearborn's Rebuttal Testimony. Witness Baldessari explained in his 
rebuttal testimony that on August 24,2009, North Dearborn received bids to complete the Project 
for a cost that was lower than estimated in Mr. Curry's PER. Due to the lower than anticipated 
construction costs, Mr. Baldessari testified that the total cost of the Project had been reduced 
from $1,720,000 to $1,340,000. To fund the actual cost of the Project, Mr. Baldessari described 
how North Dearborn would utilize 2009 ARRA grant funds and a low interest loan from the 
DWSRF. Specifically, $536,000 (or 40%) of the Project costs would be in the fonn of a 
"forgivable loan" with a tenn not to exceed forty-eight (48) months at an interest rate of zero 
percent (0%). The remaining $804,000 cost of the Project would be funded by issuance of a long 
tenn loan from the DWSRF for a tenn of twenty (20) years from the date of substantial 
completion of the Project with an anticipated interest rate of 3.65%. To the extent the interest rate 
is materially different, North Dearborn agreed to file a true-up report with the Commission. Mr. 
Baldessari objected to the OUCC's adjustments to well cleaning and high service pump 
maintenance expenses, characterization of the legal and certain engineering fees as non-recurring 
and disallowing North Dearborn's higher than required payments on its 2003 bank loan. 
However, Mr. Baldessari indicated that North Dearborn would accept the OUCC's adjustments 
to facilitate a prompt resolution of this matter. 

7. Commission Discussion and Findings. 

A. Applicable Statutes for Incurring Debt. Ind. Code § 8-1-2-78 provides 
the standard by which the Commission must review a request for a public utility to issue long
tenn debt. Ind. Code § 8-1-2-78 states, in relevant part, that: 

ld. 

A public utility, as defined in section 1 of this chapter, may, with the approval of the 
commission, issue stock, certificates of stock, bonds, notes, or other evidence of 
indebtedness payable at periods of more than twelve (12) months after the date thereof, 
for the purpose of and to the extent required for obtaining funds sufficient for ... 

(b) the construction, completion, extension, or improvement of its facilities, plant, or 
distributing system; 

In seeking Commission authority for the issuance of bonds, pursuant to Ind. Code § 8-1-
2-79, a public utility must set forth: 

(1) the principal amount of bonds, notes, or other evidences of indebtedness, and the 
par value or number of shares of preferred and common stock; 

(2) the minimum price for which said securities are to be disposed of or sold; 
(3) the purposes for which said securities are to be disposed of or sold; 
(4) the description, cost, or value of any property acquired or to be acquired from the 

proceeds of the disposal or sale of said securities; 
(5) a balance sheet and income account; and 
(6) all other infonnation that may be relevant or that may be required by the 

commission. 
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Id. 

North Dearborn seeks authority to issue debt to finance construction of new water storage 
and water transmission and distribution facilities. The purpose for the issuance of the bonds in 
this proceeding is thus the "construction, completion, extension, or improvement" of North 
Dearborn's system as contemplated under Ind. Code § 8-1-2-78. ill order to approve a debt 
issuance under § 8-1-2-79, we must consider the public interest of the proposed transaction, 
including consideration of a wide range of issues related to the nature of the underlying project, 
as well as the proposed debt. We consider the testimony presented in this matter within this 
statutory framework. 

B. Capital Projects. ill the present case, the evidence demonstrates that the 
construction of North Dearborn's new water storage and distribution facilities are reasonable and 
necessary to the ongoing reliablity of the services North Dearborn provides. The testimony 
presented in this matter demonstrates that North Dearborn is still using many of the same 
facilities that were used to serve North Dearborn's initial customers in 1963. The evidence 
further reveals that steady customer growth over the last forty-six (46) years has caused North 
Dearborn's existing facilities to reach their limit. By completing the Project, North Dearborn 
will be able to offer better service to its customers and reduce the likelihood of failure in the case 
of an emergency. We accordingly find that the Project proposed by North Dearborn in this case 
is in the public interest and should be approved. 

Having concluded that North Dearborn's Project is in the public interest, we now tum our 
attention to the cost of the Project and the projected terms and conditions under which it will be 
financed. ill the July 30, 2009 prefiled testimony and PER filed by Mr. Curry, North Dearborn 
provided detailed information concerning the cost of the Project. ill his September 16, 2009 
rebuttal testimony, Mr. Baldessari testified that on August 24, 2009, North Dearborn received 
bids to complete the Project for a cost that was significantly lower than the costs estimated in the 
PER. Based on the evidence presented, we find that the construction cost for the Project (i.e., 
$1,340,000) as reflected in the August 24, 2009 bids is reasonable and the Project should be 
approved. 

c. Financing Terms. Mr. Baldessari stated that the Project would require 
financing of a total principal amount of $1,340,000. Forty percent (40%) of the borrowed 
monies, or $536,000, would be in the form of a forty-eight (48) month, 0% interest "forgiveable 
loan" from the DWSRF. The remaining $804,000 cost would be financed by a loan from the 
DWSRF. The DWSRF loan would be amortized over a twenty (20) year term at an anticipated 
interest rate of 3.65%. Considering that forty percent (40%) of the Project cost will be paid for 
by a 2009 ARRA grant and the remainder by a low interest DWSRF loan, we find that the 
proposed terms for the financing are reasonable and the requested authority to borrow the funds 
should be given. 

This authority is granted with the following clarification. Because the ARRA "grant" is 
initially booked as a forgivable loan, this order provides authority for Petitioner to issue debt of 
$1,340,000 instead of $804,000. If the borrower follows the loan's guidelines, then the loan 
will be forgiven and it effectively becomes a grant. If and when the forgivable loan becomes a 
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grant, Petitioner's authority to borrow funds should be reduced by the amount of the grant. Thus, 
Petitioner would not have to seek additional authority if the loan is not forgiven but would not 
have unused authority remaining if and when the loan is forgiven and becomes a grant. We 
authorize this financing with the additional requirement that Petitioner should inform both the 
IURe and the OUCC within 30 days of the loan being forgiven or within 30 days of any 
determination that the loan will not be forgiven, as the case may be. To the extent the interest 
rate is different, North Dearborn shall file a true-up report under this Cause. 

D. Final Rates. In reviewing the reasonableness of the parties' agreed upon 
rate adjustment for North Dearborn, we recognize that a large majority of the proposed increase 
is due to the debt service associated with the Project approved herein and an increase in cost of 
wholesale water from the Hoosier Hills Water District. Based on the evidence of record, we find 
that North Dearborn should be authorized to increase its rates and charges, including the increase 
in purchased water, to produce additional pro forma annual revenues of $105,076 and total 
proforma annual revenues of $824,761. Consistent with our findings herein, the Commission 
finds that North Dearborn's annual revenue requirements are as follows: 

Extensions and Replacements 
Operation & Maintenance Expenses 
Debt Service 
Debt Service Reserve 

Total Revenue Requirements 

Less: Interest Income 
Other Income 

Net Revenue Requirements 
Less: Revenues at Current Rates 

Revenue Increase Required 

Percentage Increase 

$117,776 
428,343 
270,146 

8,496 

824,761 

10,914 
6,797 

807,050 
701,974 

$105,076 

14.97% 

This 14.97% increase reflects the purchased water cost from Hoosier Hills through 
Petitioner's O&M expense. Accordingly, the parties' agreement as to a $0.12 per 1,000 gallon 
"tracker" for that increase confuses the issue, since Petitioner has never had a "tracker" for the 
increased cost of purchased water, and any "tracker" would be reset to $0 through approval of 
rates in a base rate case. Should Petitioner's water providers increase the price of water sold to 
Petitioner in the future, Petitioner is "encouraged to utilize the Commission's 30-day 
administrative filing rule to reflect that increase in its rates. 

The bi-monthly rate for the residential customers based on 5,000 gallons usage will 
increase by $4.53 from $30.30 to $34.83. 
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IT IS THEREFORE ORDERED BY THE INDIANA UTILITY REGULATORY 
COMMISSION, that: 

1. North Dearborn shall be and is hereby authorized to implement a rate increase that 
produces total annual operating revenues of $824,761, resulting in a pro forma increase of 
$105,076 per year, as described herein. 

2. Subject to the requirements and limitations set forth in Para. 7.C. above, North 
Dearborn shall be and is authorized to incur long-term indebtedness in an amount not to exceed 
$1,340,000. $536,000 of such long-term debt shall be for a term not to exceed forty-eight (48) 
months with an interest rate of 0%. North Dearborn is further.authorized to issue an additional 
$804,000 in long-term debt for a term not to exceed twenty (20) years from the date of 
substantial completion of the Project with an anticipated annual interest rate of 3.65%. Within 
thirty (30) days from the date of closing on the financing transaction, North Dearborn shall file, 
under this Cause, a notice indicating the actual interest rate and a true-up report to the extent the 
interest rate differs from 3.65%. 

3. North Dearborn shall file with the Commission's Water/Sewer Division a new 
schedule of rates and charges as approved herein. Such new schedules of rates and charges shall 
be effective upon filing and approval by the Water/Sewer Division and shall apply to water usage 
from and after the date of approvaL 

4. This Order shall be effective on and after the date of its approvaL 

HARDY, GOLC, LANDIS, AND ZIEGNER CONCUR; ATTERHOLT ABSENT: 

APPROVED: OCT 0 1 2009 
, 

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

~/1,1e6:ue 
Brenda A. Howe, 
Secretary to the Commission 
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