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On September 23, 2009, Driftwood Utilities, Inc. ("Applicant") filed with the Indiana 
Utility Regulatory Commission ("Commission") its Application seeking to increase its rates and 
charges pursuant to this Commission's small utility filing procedures set forth at 170 lAC 14-1 et 
seq. On October 8, 2009, Applicant filed with the Commission proof of notice of its Application 
provided in accordance with 170 IAC 14-1-2(d). The Commission determined the Application to 
be complete on December 1,2009. On March 1, 2010, the Office of Utility Consumer Counselor 
("OUCC") filed its Report pursuant to 170 lAC 14-1-4. 

On March 16, 2010, the OUCC and Applicant filed a Joint Notice of Settlement. The 
Presiding Administrative Law Judge issued a Docket Entry on March 22,2010 requesting certain 
information from Applicant. Applicant filed its response to that Docket Entry on March 26, 
2010. On March 31,2010, a Stipulation and Settlement Agreement ("Settlement Agreement") 
was filed with the Commission, which is attached hereto and incorporated by reference into this 
Order. No party requested a formal public hearing in this matter. Therefore, no evidentiary 
hearing was held pursuant to Ind. Code § 8-1-2-61.5 and 170 lAC 14-1-5. 

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

1. Notice and Jurisdiction. Due, legal, and timely notice of Applicant's requested 
rate increase was given and published as required by law. Applicant's evidence indicates that 
Applicant provided to each of its customers a notice of the filing of its Application for rate 
change as required by 170 lAC 14-1-2. Applicant is a not-for-profit corporation as defined by 
Ind. Code § 8-1-2-125 and exists for purposes of collecting and treating wastewater within the 
State of Indiana. Applicant is a public utility as defined by Ind. Code § 8-1-2-1 and a small 
utility as defined by 170 IAC 14-1-1. The Commission has jurisdiction over the Applicant and 
the subject matter ofthis Cause. 

2. Applicant's Characteristics. Applicant is a not-for-profit corporation 
incorporated under the laws of the State of Indiana. It owns and operates a sewer collection 
system in Bartholomew County, Indiana. Applicant has its principal office at 9560 Depot Street, 
Taylorsville, Indiana and provides sewer utility service to approximately 1,487 customers. 

3. Test Year. The test year for determining Applicant's current revenues and 
expenses incurred in providing service to the public is the twelve-month period ended December 



31, 2008, adjusted for changes that are representative of future operations and sufficiently fixed, 
known, and measurable for ratemaking purposes. The Commission finds the test year agreed 
upon by the parties is sufficiently representative of Applicant's normal operations to provide 
reliable data for ratemaking purposes. 

4. Relief Requested. Applicant initially requested approval of an across-the-board 
rate increase of 196.70%, which would produce a net annual revenue requirement of $959,920. 
Applicant proposed the rate increase to account for escalating operations and maintenance costs. 
Applicant's current rates include two components: (1) base rates and (2) a rate tracker, which 
incorporates in rates increases to Applicant's wholesale costs. In calculating its pro forma 
revenues at present rates, Applicant removed $169,036 for tracked revenues. This yielded pro 
forma present rate revenues of $323,531, requiring a 196.70% rate increase above base rates. 

5. OUCC's Report. The OUCC noted that since Applicant is a not-for-profit 
utility, its revenue requirement is determined on a "cash needs" basis. In its Report, the OUCC 
included tracked revenues in its calculations. As a result, the OUCC's calculation of revenues 
subject to increase at present rates was $498,508. After adjusting for a decrease in other 
anticipated revenues, the OUCC recommended a 57.49% increase in Applicant's rates across
the-board. In arriving at its net annual revenue requirement for Applicant, the OUCC made 
several adjustments to Applicant's proposed revenue requirements. 

With respect to operations and maintenance expenses ("O&M"), the OUCC accepted 
Applicant's adjustments for salaries and wages, purchased wastewater treatment, contractual 
services, rate case expense, bad debt expense, and FICA taxes. The OUCC adjusted Applicant's 
Commission fee and non-recurring/capital expense. The most significant adjustment to O&M 
was the elimination of $30,900 in engineering costs, which the OUCC contended were non
recurring expenses. The OUCC amortized these expenses over three years and included them in 
Applicant's revenue requirement for extensions and replacements ("E&R") instead ofO&M. 

The most significant change was to E&R. The OUCC agreed that Applicant needs a 
significant increase in E&R spending. However, the OUCC did not accept Applicant's proposal 
of $178,727 in annual E&R to be funded entirely through rates. Instead, the OUCC proposed a 
three-year E&R plan with $110,300 to be spent annually. Of this annual amount, $50,300 would 
be funded through rates, while the remainder would be funded by Applicant's cash-on-hand. 
The OUCC noted that as of January 2010, Applicant's cash-on-hand totaled $299,000. 

The OUCC proposed to eliminate $20,742 in annual debt service expense because 
Applicant held approximately $104,000 in reserve funds to pay off the remaining debt balance of 
a rural development loan in the amount of $43,000. Finally, the OUCC reduced Applicant's 
interest income to $3,000 annually to reflect the OUCc's proposed reduction to E&R and debt 
service discussed in the previous paragraphs. 

6. Settlement Agreement and Supporting Evidence. The Settlement Agreement 
results in an annual revenue requirement of $801,564. To arrive at this figure, Applicant 
accepted the following adjustments proposed by the OUCC: the reduction of operating expenses 
from $770,260 to $738,833; the reduction to expected interest income from $14,727 to $3,000; 
and the elimination of the $20,742 debt service expense. Further, the OUCC and Applicant 
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agreed that E&R will be funded equally through rates and Applicant's cash reserves. $60,300 in 
E&R funding will be raised through rates, while $60,300 will be spent from Applicant's cash 
reserves for a total of $120,600 in E&R expenditures. However, the parties agreed that the 
OUCC, at its discretion, could waive or reduce Applicant's cash commitment to E&R. Finally, 
the OUCC and Applicant agreed to calculate the rate increase using Applicant's methodology. 
Revenues recovered from Applicant's rate tracker are removed from the revenue requirement 
calculation, thus basing Applicant's rate increase on base rates only. As a result, Applicant's 
agreed-to, across-the-board rate increase is $801,564, or 147.75%.1 In support of the Settlement 
Agreement, the OUCC and Applicant provided revised schedules, which were attached to the 
Settlement Agreement. 

7. Commission Findings. Settlements presented to the Commission are not 
ordinary contracts between private parties. United States Gypsum, Inc. v. Ind. Gas Corp., 735 
N.E.2d 790, 803 (Ind. 2000). When the Commission approves a settlement, that settlement 
"loses its statuts as a strictly private contract and takes on a public interest gloss." Id. (quoting 
Citizens Action Coalition v. PSI Energy, 664 N.E.2d 401, 406 (Ind. Ct. App. 1996)). Thus, the 
Comrpission "may not accept a settlement merely because the private parties are satisfied; rather 
[the Commission] must consider whether the public interest will be served by accepting the 
settlement." Citizens Action Coalition, 664 N.E.2d at 406. 

Furthermore, any Commission decision, ruling, or Order-including the approval of a 
settlement-must be supported by specific findings of fact and sufficient evidence. United 
States Gypsum, 735 N.E.2d at 795 (citing Citizens Action Coalition v. Public Service Co., 582 
N .E.2d 33 0, 331 (Ind. 1991)). The Commission's own procedural rules require that settlements 
be supported by probative evidence. 170 lAC 1-1.1-17( d). Therefore, before the Commission 
can approve the Settlement Agreement, we must determine whether the evidence in this Cause 
sufficiently supports the conclusions that the Settlement Agreement is reasonable, just, and 
consistent with the purpose of Ind. Code § 8-1-2 and that it serves the public interest. 

According to the evidence presented, Applicant's existing rates and charges do not 
produce revenue sufficient to pay its necessary expenses incident to the operation of the 
Applicant's utility. Therefore, the parties agreed that Applicant should be authorized to increase 
its rates and charges for sewer utility service to reflect ongoing revenue requirements in an 
amount of $801,564, which is a 147.75% increase over Applicant's existing base rates and 
charges. Based on the evidence presented in this Cause, the Commission finds that the 
Settlement Agreement represents a comprehensive resolution of the issues presented in this 
matter, is in the public interest, and should be approved. We find, therefore, that Applicant's 
overall rates should be increased by 147.75% to produce $801,564 in operating revenues. 
Applicant's revenue requirements approved herein are summarized as follows: 

1 The Commission notes that according to the Settlement Agreement, the parties agreed to a 147.72% increase in 
Applicant's rates. However, when Applicant's requested total cash revenue requirement is divided by its test year 
pro forma present rate revenues, the result is a 147.75% rate increase. 
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Revenue Requirements: 
Extensions and Replacements 
Operation & Maintenance Exp. 
Taxes Other Than Income 
Working Capital 

Total Revenue Requirements 
Less: Interest Income 

Net Revenue Requirements 
Add: Additional Commission Fee 

Revenue Increase Required 
Less: Revenues at Current Rates 

Required Revenue Increase 

Percentage Increase 

$ 

$ 

60,300 
738,833 

4,918 

804,051 
(3,000) 

801,051 
513 

801,564 
323,531 

478,033 

147.75% 

The parties agreed that the Settlement Agreement should not be used as precedent in any 
other proceeding or for any other purpose, except to the extent necessary to implement or enforce 
its terms. However, with regard to future citation of the Settlement Agreement, the Commission 
finds that our approval herein should be construed in a manner consistent with our finding in 
Richmond Power & Light, Cause No. 40434, (Ind. Uti!. Reg. Comm 'n, March 19, 1997). 

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

1. The Joint Stipulation and Settlement Agreement is hereby approved and the terms 
and conditions thereof are incorporated herein as part of this Order. The parties shall comply 
with the provisions of the Joint Stipulation and Settlement Agreement. 

2. Applicant is hereby authorized to increase its rates and charges as provided in this 
Order. 

3. Applicant shall file with the Water/Sewer Division of this Commission, prior to 
placing into effect the rates and charges approved herein, a new tariff in accordance with this 
Order. That tariff, when approved by the Water/Sewer Division, shall cancel all previously 
approved tariffs of the Applicant. 

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

HARDY, ATTERHOLT, MAYS, AND ZEIGNER CONCUR; LANDIS ABSENT: 
APPROVED: JUN 0 3 

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

~ me {2 , JlJe.wS.~ 
Sandra K. Gearlds, Acting Secretary to the Commission 
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FILED 
March 31, 2010 

INDIANA UTILITY 
REGULATORY COMMISSION 

STATE OF INDIANA 
INDIANA UTILITY REGULATORY COMMISSION 

DRIFTWOOD UTILITIES, INC. 
APPLICATION FOR SMALL 
UTILITY RATE CHANGE 

) 
) 
) 

CAUSE NO. 43790 U 

STIPULATION AND SETTLEMENT AGREEMENT 

This Stipulation and Settlement Agreement ("Settlement Agreement") is entered into on this 

31 st day of March, 2010, by and between Driftwood Utilities, Inc. ("Petitioner") and the Indiana 

Office of Utility Consumer Counselor ("OUCC") (collectively, ''the Parties"), who stipulate and agree 

for purposes of settling all matters in this Cause that the terms and conditions set forth below represent 

a fair and reasonable resolution of all the issues in this Cause, subject to their incorporation in a final 

Indiana Utility Regulatory Commission ("Commission") order without modification or the addition of 

further conditions that may be unacceptable to either party. If the Commission does not approve this 

Settlement Agreement in its entirety and incorporate the conclusions herein in its Final Order, the 

entire Settlement Agreement shall be null and void and deemed withdrawn, unless otherwise agreed to 

in writing by the Parties. 

Terms and Conditions of Settlement Agreement: 

1. By its Petition filed in the above-referenced cause with the Commission on September 

23,2009, Petitioner requested an increase in its rates and charges for sewer utility service under the 

small utility filing procedures set forth in 170 lAC 14. The OUCC filed its report in response on 

March 1,2010. Petitioner proposed a 196.70% rate increase, calculated as an increase from its base 

rates, excluding that portion of Petitioner's rates previously recovered through a wholesale cost tracker 

("Current Base Rates and Charges"). The OUCC proposed a 57.49% rate increase; however, this rate 

increase was calculated as an increase from Petitioner's total rates, including that portion of 



Petitioner's rates previously recovered through a wholesale cost tracker ("Total Current Rates and 

Charges"). 

2. Through analysis, discussion and negotiation, as aided by their respective technical staff 

and experts, Petitioner and the OVCC have agreed on terms and conditions set forth herein that resolve 

all issues between them. 

3. The Parties agree that Petitioner should be authorized to increase its rates and charges 

for sewer utility service to reflect ongoing revenue requirements in an amount of $801,564.00 resulting 

in an increase of 147.72% over Petitioner's existing Current Base Rates and Charges. This settlement 

reflects the following: 

a. The OUCC will accept Petitioner's methodology for calculating rates based on Current 
Base Rates, rather than Total Current Rates. 

b. The Parties agree that a substantial increase to Petitioner's annual expenditures for 
extensions and replacements ("E&R") is necessary, and that said E&R should be funded 
in part through rates and in part through Petitioner's current cash reserves. 
Consequently, the Parties agree to an E&R expense, funded through rates, of $60,300. 
In addition, Petitioner agrees to spend at least an additional $60,300 on E&R projects 
annually using its cash reserves. At the request of Petitioner, the OUCC may, in its sole 
discretion, agree to permit Petitioner to reduce or eliminate the annual amount required 
to be funded through Petitioner's cash reserves. 

c. The following adjustment to Petitioner's revenue requirements, proposed by the avcc 
in its Report in this Cause filed on March 1,2010, shall be accepted: 

1. reducing projected operating expenses from $770,260 to $738,839; 

11. reducing expected interest income from $14,727 to $3,000; and 

111. reducing projected debt service expense from $20,742 to $0; provided however, 
that nothing in this agreement shall be construed as requiring Driftwood to 
accelerate its debt service payments or to pay in full its outstanding debt out of 
its debt service reserve .. 

4. Attached to this Settlement Agreement as Exhibit A are accounting schedules that 

reflect the settlement reached herein and that document the agreed changes to Petitioner's revenue 

requirements. 
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5. The Parties agree to stipulate to the admission ofthe evidence of Petitioner and the 

OUCC into the record of this proceeding without objection, and agree that such evidence constitutes 

substantial evidence sufficient to support this Settlement Agreement and provides an adequate 

evidentiary basis upon which the Commission can make all findings of fact and conclusions of law 

necessary for the approval of this Settlement Agreement as filed. 

6. The Parties agree that the facts in this Cause are unique and all issues presented fact-

specific. Therefore, the Settlement Agreement shall not constitute nor be cited as precedent by any 

person or deemed an admission by any party in any other proceeding except as necessary to enforce its 

terms before the Commission or any court of competent jurisdiction. This Settlement Agreement is 

solely the result of compromise in the settlement process and except as provided herein, is without 

prejudice to and shall not constitute a waiver of any position that either Party may take with respect to 

any issue in any future regulatory or non-regulatory proceeding. 

7. The undersigned have represented and agreed that they are fully authorized to execute 

this Settlement Agreement on behalf of the respective Parties who will hereafter be bound thereby. 

8. As a condition of this settlement, the Parties specifically agree that if the Commission 

does not approve this Joint Stipulation and Settlement Agreement in its entirety and incorporate it into 

the Final Order as provided above, the entire Joint Stipulation and Settlement Agreement shall be null 

and void and deemed withdrawn, unless otherwise agreed to in writing by the parties. The Parties 

further agree that in the event the Commission does not issue a final order in the form that reflects the 

agreement described herein, the matter should proceed to be heard by the Commission as if no 

settlement had been reached unless otherwise agreed to by the Parties in a writing filed with the 

Commission. 

3 



9. TMre are np other agreemenis in existence betWeen tfw Parties relating to the matters 

covered by this Se.ttlemt;fit Agree~~l1t that in any way affect thiS8ettJem.ent Agreement. 

DR1FlWOOD UTILITmS, INC, 

., 
3602 Northgate Court. Suite 27 
New Albany. IN 41150 
(8121590~ 2880 
At1orm'y for Petitioner, 
Driftwood Utilities, fmc, 

Il\Tl)IANA OF.FICE OF UTILITY CONSUMER 
COUNSELOR 

By:~ __ ---:".."-...,,,..-____ --,-___ _ 
JeffreyM.,Reed, DePuty Consumer Counselor 
INDIANA.DFF1CE OF 
UTILITY CONSUMER COUNSELOR 
Nation.al City Center 
115W, Wal)hingtonSt., Suite 150() South. 
Indianapolis, Indiana 462(,4 
(311) 232-;2494 
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9. There are no other agreements in existence between the Parties relating to the matters 

covered by this Settlement Agreement that in any way affect this Settlement Agreement. 

DRIFTWOOD UTILITIES, INC. 

By: ______________ ~--~---
Jason Newton, Board President 

HAVE SEEN AND APPROVED: 

By: ______ -,--_________ _ 
J. David Agnew 
WARD & KING, LLC 
3602 Northgate Court, Suite 27 
New Albany, IN 47150 
(812) 590-2880 
Attorney for Petitioner, 
Driftwood Utilities, Inc. 

INDIANA OFFICE OF UTILITY CONSUMER 
COUNSELOR 

By:-----J;~F-' 
Jef y . Reed, eputy Consumer Counselor 
INDIANA OFFICE OF 
UTILITY CONSUMER COUNSELOR 
National City Center 
115 W. Washington St., Suite 1500 South 
Indianapolis, Indiana 46204 
(317) 232-2494 
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DRIFTWOOD UTILITIES, INC. 
Columbus, Indiana 

Statement of Annual Cash Requirements 

Operations and maintenance $ 738,833 

Extensions and replacements 60,300 

Tax Expense 4,918 

Principal and Interest - Long-Term 

hlterest Income (3,000) 

Cash Revenue Requirements Before lOT and IURC Fee Adjustments 801,051 

IU.R.C. Fee Adjustment 513 

TOTAL CASH REVENUE REQUIREMENTS $ 801,564 

Test Year Proforma Present Revenue $323,531 

TOTAL CASH REVENUE REQUIREMENTS REQUESTED $478,033 

EXHIBIT A 



Description 

Wasteater treatment revenue 

Connection fees 

Total operating revenues 

Operating expenses: 
Operation & maintenance expense 

Taxes-Other 

Total Operating Expenses 

Utility Operating Margin 

DRIFI'WOOD UTILTIES, INC. 
Columbus, Indiana 

Pro-forma Statement of Revenue 
At Pro-forma Present and Proposed Rates 

For the twelve months ended December 31, 2008 

Twelve Pro-Fonna 
Months Ended . Present 

1'lJ31/2008 Adjustments Ref Rates 

$ 501,444 $ (169,036) (1) $ 323,531 
$ (8,877) (2) 

6,240 6,240 

507,684 (177,913) 329,771 

555,722 195,962 (3) 738,833 
31,833 (4) 

(21,250) (5) 
2,000 (6) 

(48) (7) 
5,514 (8) 

(30,900) (9) 
2,483 2,435 (10) 4,918 

558,205 185,546 743,751 

$ (50,5212 $ (363,4592 $ {413,9802 

EXHIBIT A 

Pro-Panna 
Proposed 

Adjustments Ref Rates 

$ 478,033 (A) $ 801,564 

6,240 

478,033 807,804 

513 (B) 739,346 

4,918 

513 744,264 

$ 477,520 $ 63,540 



DRIFTWOOD UnUnES, INC. 
Columbus, Indiana 

SCHEDULE OF PRESENT ANO PROPOSED RATES 

PRESENT PROPOSED INCREASE 
RATES RATES AMOUNT PERCENT 

Flat rate 15.38 38.1 22.72 1.4772 

Metered rates1 

First 3000 5.1300 12.71 7.58 1.4776 
Next 2000 4.4900 11.12 6.63 1.4766 

Next 10000 3.84 9.51 5.67 1.4766 
Next 20000 3.21 7.95 4.74 1.4766 

Next 40000 2.56 6.34 3.78 1.4766 
Over 75000 1.71 4.24 2.53 1.4795 

State of Indiana $549 1360.32 811.26 1.4775 

1 Metered rates are expressed in dollars per thousand gallons. 

EXHIBIT A 



CERTIFICATE OF SERVICE 

This is to certifY that a copy of the foregoing has been served upon the following counsel by 

electronic mail this 31 st day of March, 2010: 

Jeffrey Reed 
Indiana Office of Utility Consumer Counselor 
National City Center 
115 W. Washington St., Suite 1500 South 
Indianapolis, Indiana 46204 
jreed@oucc.IN.gov 

WARD & KING, LLC 
3602 Northgate Court, Suite 27 
New Albany, IN 47150 
(812) 590-2880 
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