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On June 6, 2012, the Indiana Utility Regulatory Commission (“Commission’)
commenced this investigation at the request of its Director of the Water/Wastewater Division to
consider possible alternative regulatory procedures for the filing of rate adjustments by small
water and sewer utilities. Notice of the investigation was given to the Indiana Office of Utility
Consumer Counselor (“OUCC”) and all water and sewer utilities described in Ind. Code § 8-1-2-
61.5(a) (“Small Utilities™).

Pursuant to public notice duly given and published, a Prehearing Conference was held on
July 5, 2012, at 11:00 am. in Room 222 of the PNC Center, 101 West Washington Street,
Indianapolis, Indiana. The Commission’s August 8, 2012 Prehearing Conference Order
established the agreed upon procedural schedule and designated E. Curtis Gassert as Testimonial
Staff for the Commission in this proceeding.

Pursuant to public notice duly given and published, an Evidentiary Hearing was held on
November 27, 2012 at 1:30 p.m. in Room 224 of the PNC Center, 101 West Washington Street,
Indianapolis, Indiana. At the hearing, the OUCC and Commission Testimonial Staff participated
by counsel. The testimony and exhibits of the OUCC and Commission Testimonial Staff were
offered and admitted into the evidence without objection.

Based upon the 'applicab]e law and the evidence of record, the Commission now finds:

1. Notice and Jurisdiction. Due, legal and timely notice of the public hearings in
this Cause was given as required by law. The Small Utilities potentially affected by this
investigation are “public utilities” and “mumcipally owned utilities” within the meaning of Ind.
Code ch. 8-1-2 and subject to the Commission’s jurisdiction under Ind. Code § 8-1-2-61.5.
Further, Ind. Code § 8-1-2-61.5(d) authorizes the Commission to establish alternative regulatory
procedures or generic standards for Small Utilities. Therefore, the Commission has jurisdiction
over Small Utilities and the subject matter of this Cause.




2. Background and Requested Relief. On May 25, 2012, E. Curtis Gassert,
Director of the Water/Wastewater Division, submitted a letter to the Commission requesting an
investigation to consider an Alternative Regulatory Procedure (“ARP”) for Small Utilities. In
the letter, Mr. Gassert indicated that the water and wastewater industries continue to face
numerous challenges, especially those related to capital needs and small size, and that costs
associated with Commission regulation can affect small systems more adversely than larger
systems. The Water/Wastewater Division proposed the development of an ARP for Small
Utilities that will provide for annual rate increases based on a cost index and improvements in
financial, managerial and technical capacities.

3. Statutory Authority. Pursuant to Ind. Code § 8-1-2-61.5(e), the Commission
may enter an order providing for an ARP if it finds, after notice and hearing, the regulatory
procedures or standards are in the public interest and promote at least one of the following:

(1) Utility cost mimimalization to the extent that a utility’s quality of service or
facilities are not diminished.

(2) A more accurate evaluation by the Commission of a utility’s physical or
financial conditions or needs.

(3) A less costly regulatory procedure for a utility, its consumers, or the
Commission.

(4) Increased utility management efficiency that is beneficial to consumers.

4. Evidence Presented.

A. Testimonial Staff Case-in-chief. Mr. Gassert testified that the ARP
would promote items one, three and four of the criteria listed in Ind. Code § 8-1-2-61.5(¢). He
stated the program would minimize utility costs through reduced rate case expense and improved
financial, managerial and technical ability. He added that the ARP is a less costly regulatory
procedure than a full rate case, and that utility management efficiency is increased because the
utilities are required to participate in several mandatory and elective programs that are designed
to address these issues.

Mr. Gassert explained that the ARP is i the public interest because many small water
and sewer utilities have msufficient size or lack the resources to provide utility service in an
efficient and effective manner. He noted the water and wastewater sectors are among the most
capital intensive of all utilities. Due to their size and lack of resources, the time and cost it takes
for a small water or sewer utility to obtain approval of a rate increase affect small systems and
their customers more adversely than larger systems. Mr. Gassert stated the ARP is designed to
motivate small utilities to take the actions needed to improve their financial and operational
capabilities because the annual rate increases are only granted if the utility has participated in the
required programs.



Mr. Gassert further testified that ratepayers are protected because the utility will only be
allowed one yearly program rate increase with up to five increases over the course of six years
before a full rate case is required. Also, the Annual Cost Index, which calculates the amount of
the increase, is applied only to amounts approved in the utility’s last rate case and not to the
utility’s actual operating expenses. He explained that, in the rate cases, the rate order would
identify specifically which expenses are eligible for the ARP increase. He also stated that
ratepayers are protected because the eligible expenses will have been reviewed as part of the rate
case.

Mr. Gassert testified regarding the ehigibility requirements of the program, stating that
water and sewer utilities that serve fewer than 3,000 customers are eligible. Utilities that have
received a rate order within two years prior to the date of a final order issued in this Cause will
need to contact the Water/ Wastewater Division, which will identify the expenses eligible for the
Annual Cost Index. Any utility obtaining a rate order in the future will have those eligible
expenses identified in the rate order. Mr. Gassert further listed each revenue requirement that
would be eligible for the Annual Cost Index increase, along with the methodology used to
calculate the Annual Cost Index. He also described the mandatory and elective program
requirements, explaining that the utility must successfully participate in a certain number each
year in order to be eligible for the annual increase. '

In conclusion, Mr. Gassert testified that a pilot program was undertaken to identify flaws
that might exist and to calculate the potential rate increases that could result. Five small utilities
that had received rate orders within the last five years were selected, and the annual Cost
Increase was applied agamst eligible costs. Mr. Gassert stated that the pilot program did not
identify any issues of concern. He also testified that mput and feedback on the ARP design was
obtamed from members of the Commission, the QUCC, and more than twenty stakeholders,
which included representatives from utilities, water organizations, as well as accounting and law
firms. He stated that the participants’ comments were very supportive.

B. OUCC Case-in-chief. Edward R. Kaufman, Senior Analyst with the
OUCC, provided testimony in response to the proposed ARP. Mr. Kaufman noted the proposal
was thoughtful and comprehensive in its efforts to address a particular problem faced by small
utilities, i.e., the relatively high cost of securing rate relief. Although he agreed the proposed
ARP would allow for a less costly procedure for eligible utilities and their customers, he
proposed several changes and additions.

Mr. Kaufman testified that the ARP should include a limit on annual revenues of $3
million per year. He also recommended that the ARP be applied prospectively, but that if the
ARP is applied to utilities that have a received a recent rate order, the language specifying which
utilities are eligible should be based on a particular date (e.g., rate order issued after January 1,
2011). Mr. Kaufman also expressed a concern that utilities should not be permitted to expand
the time between rate cases beyond six years. He recommended that a participating utility be
required to come in for a general rate case after six years to further increase its rates.

Mr. Kaufman asserted that mneither depreciation nor extensions and replacements
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(“E&R™) should be considered an expense subject to an increase under the proposed ARP. He
stated applying an inflationary adjustment to either expense does not advance the ARP’s goal of
protecting small utilities against increasing costs or incenting improved managerial performance.
Mr. Kaufman also testified that joining InWam should be mandatory and not an elective element
of the ARP. Mr. Kaufman proposed that the Annual Cost Index calculation be capped at 7.5%
on the annual increase and a cap of 25.0% on the total increase that a utility can implement
through the ARP. He also recommended that it a utility’s “achieved rate of return” based on
Schedule F-4 from its most recent IURC Annual Report Form (“Annual Report™) exceeds its
authorized cost of capital from its most recent rate order, it should not be eligible to increase its
rates through the ARP.

Finally, Mr. Kaufman explained why the QUCC believes the ARP should not be
expanded to include larger utilities. He also suggested any approved ARP be revisted within five
years after approval. Mr. Kaufman concluded by recommendimg that the ARP should be written,
whether in a rule or in an order, to include language that codifies the process and the standards
that will be followed.

C. Testimonial Staff Rebuttal. Mr. Gassert responded to the QUCC’s
concerns. He agreed with Mr. Kaufinan that the ARP should not apply to gas or electric utilities
as their characteristics and regulation do not warrant such a program. Mr. Gassert noted that Mr.
Kaufman supported the proposal to limit eligibility for the ARP to utilities with 3,000 and fewer
customers, but recommended if a utility’s customer base grows to exceed the 3,000 customer
threshold, the utility should no longer be eligible to increase rates via the ARP. Mr. Gassert
expressed agreement that if the customer base grows to exceed the 3,000 threshold, the utility
should no longer be eligible for rate increases via the ARP.

However, Mr, Gassert disagreed with Mr. Kaufman’s proposal that utilities with annual
revenues in excess of $3 million should not be eligible, stating that he was concerned about
placing additional restrictions on eligibility. He further argued that a utility with some large
revenue generating commercial customers could exceed the $3 million threshold but still be
below the 3,000 customer limit. He stated that he preferred to review the eligibility requirements
after the program has gained experience.

Mr. Gassert testified he disagreed with Mr. Kaufman’s position that the ARP should be
restricted to utilities that receive a rate order in the future, and not be available for those who
have received an order within the last two years. He stated the determination of eligible
expenses is not overly complicated and can be achieved outside the rate case. He also argued
that a larger group of utilities should be allowed to participate so that the benefits of the program
would be dispersed and more data regarding the ARP program could be gained for evaluation of
the program. He stated he agreed with Mr. Kaufmann that the OUCC should be notified of
utility filings and have the ability to participate in the informal process of determining eligible
expenses for those utilities that receive a rate order before the ARP approval, but within the two
year time period.



Mr. Gassert testified that there should not be a requirement that the utility elect to
participate in the ARP at the time it files its base rate case, or that customers receive notice
during a base rate case about the utility’s possible participation the ARP. He argued that the
utility is already required to provide notice for the ARP through the Commission’s 30-Day Filing
process, which is sufficient. He further testified that notification in the rate case would cause
customer confusion and potential alarm, and noted that under the existing purchased water
tracking and Distribution System Improvement Charge (“DSIC™) processes, utilities are not
required to provide notice of the intent to make such filings in base rate cases.

Mr. Gassert testified he agreed with Mr. Kaufman that utilities should not be allowed to
extend the time between general rate increases beyond six years by selectively skipping some
annual rate increases. He stated that utilities should not be allowed to “catch up” on prior year
increases if they are skipped and should only be allowed a total of five increases in a six year
period of time starting from the date of the utility’s last rate order. Thus, if any years are skipped
by the utility, the opportunity for that year’s rate increase is forfeited.

In response to Mr. Kaufman’s position that expenses for E&R and depreciation should
not be increased for municipal and not-for-profit utilities, Mr. Gassert stated that this component
is the most debatable for application of the Annual Cost Index. He recommended leaving E&R
and depreciation in the program as proposed until more experience with the program is gained.

Mr. Gassert testified that a utility’s participation in InWarn should not be a mandatory
program ¢lement and should remain an elective. He noted that, while the program relates to
safety and is not burdensome, less than 140 water and sewer utilities out of over 1,000 in the
state are currently members. He stated that since many utilities have not apparently agreed with
the benefits InWarn offers, it is reasonable to leave membership as an elective.

Mr. Gassert agreed with Mr. Kaufman that there should be a 7.5% cap on annual
increases and a 25% cap on cumulative increases. He stated these caps will provide meaningful
relief to utilities during periods of high inflation while protecting customers from large increases.
Mr. Gassert also stated that he agreed a utility should not be able to increase rates through the
ARP if the utility’s “achieved rate of return” as determined on Schedule F-4 from the Annual
Report exceeds its authorized cost of capital from its most recent rate case. However, he stated
utilities should have the opportunity to provide corrected Schedule F-4 Forms if the utility can
show it is not over-earning.

Mr. Gassert also agreed with Mr. Kaufman’s concern that a utility should not be allowed
to increase rates via the ARP while simultaneously proposing to increase rates through a general
rate increase, and that where a utility is authorized a multi-phased rate increase, the final order in
that Cause should clarify how the ARP and multi-phase rate increase will interact and affect
rates. Similarly, Mr. Gassert stated that the order approving the ARP should address the
situation where a utility participates in the ARP and also files a DSIC.

Finally, Mr. Gassert agreed it was reasonable to revisit the ARP within five years or
sooner, if necessary, to review and refine the program.
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5. Settlement Agreement. On November 9, 2012, the QUCC and Commission
Testimonial Staff Commission filed their Joint Stipulation and Settlement Agreement
(“Settlement Agreement™), a copy of which is attached hereto as Attachment 1. The parties
agreed to revise the proposed ARP as set forth in Exhibit A to the Settlement Agreement, entitled
“ARP Guidelines.” The following is a summary of the agreed revisions:

A. ARP Guidelines and Eligibility Requirements. A water or sewer utility
serving fewer than 3,000 customers may apply under this ARP to increase its basic rates no more
than five (5) times within a six-year period. The ARP program is only available to jurisdictional
water and sewer utilities. Participating utilities must provide primarily retail service to
residential customers, and not serve extensively another utility. Upon approval of the ARP,
eligible water and sewer utilities may apply annually, beginning the first year after the date of the
utility’s most recent general rate order. No mcrease shall be authorized to commence later than
six (6) years from the date of the utility’s most recent general rate order. In the event a utility
fails to request an increase in a given year, the utility 1s not prohibited from filing in subsequent
years; however, the utility is not permitted to add increases from years in which it failed to
request an increase. Applications may be made by utilities that have received a general rate
order issued on or after January 1, 2011.

B. Expenses Eligible for Annual Increase. Any participating utility’s
annual increase will be limited to a factor, ie., the Annual Cost Index, applied to eligible
expenses as identified by the Commission in that utility’s rate order. The Annual Cost Index will
be applied to eligible expenses, which include E&R but do not include Depreciation Expense.
Any utility applying for participation in the ARP that had a general rate order dated between
January 1, 2011 and the date of this Order, must request that the Commission 1dent1fy eligible
expenses at the time of its application.

C. Mandatory and Elective Program Elements. Before each annual
increase, the utility must meet all mandatory program elements and the requisite number of
elective program elements, and must make the required ARP filings. Each elective can be used
each year for all five (5) increases, provided the conditions for the elective are met and
supporting documents provided to the Commission at the time of application. This applies to all
electives except the elective to “Join INWARN,” which can only be used once.

D. Revenue Caps and Limits. Under the ARP, there shall be a cap of 7.5%
on the annual increases and a cap of 25% on cumulative increases between any two general rate
increases. Also, a utility will not be able to increase rates through the ARP if the utility’s
“achieved rate of return,” as determined on Schedule F-4 from the Annual Report, exceeds its
authorized cost of capital from its most recent general rate order. A utility will have an
opportunity to provide a corrected Schedule F-4 forms it it can show it is not eamning in excess of
its authorized return. :



E. Revisiting of the ARP. No later than five years from the date of this Order,
the Commission shall review this ARP to determine whether there are procedural or programmatic
issues that necessitate any changes.

6. Testimony in Support of Settlement Agreement. Mr. Gassert provided
testimony explaining the resolution reached between the parties. He testified the parties agreed
the ARP should apply to any eligible utility that receives a rate order on or after January 1, 2011.
The parties also agreed that membership in InWARN would remain an elective as opposed to a
mandatory program element. Mr. Gassert explained that while membership in InWARN may be
beneficial from a public policy standpoint and should be encouraged when appropriate to the
individual utility’s unique circumstances, it should not be a mandatory program element because
there may be valid reasons for a utility not to belong. He further stated that, as membership in
InWARN does not require a great deal of ongoing effort, it should not merit more than one year
of “credit” under the ARP as an elective program element.

Mr. Gassert testified the parties agreed the Annual Cost Index would be applied to E&R,
but not to depreciation expense. He stated because the Commission allows utilities to recover in
rates the depreciation on plant that has been donated, the amount of depreciation expense
recovered in rates is already more than fair,

Mr. Gassert explained the parties” agreement concerning certain safeguards against over-
eaming that are built into the ARP. For example, he noted an investor-owned utility would not
be allowed to seek the increase if its “achieved rate of return,” as determined on Schedule F-4
from the Annual Report, exceeds its authorized cost of capital from its most recent general rate
order. Mr. Gassert also described the caps on the revenues that can be collected through the
ARP. Specifically, he noted there is a cap of 7.5% for annual increases and an overall cap on
cumulative increases of 25%. He stated that based upon recent experience neither of these caps
should come into play.

Mr. Gassert also responded to questions from the Presiding Officers at the November 27,
2012 evidentiary hearing. Specifically, he clarified the reasons that eligibility to participate in
the ARP was limifed to utilities with 3,000 or fewer customers as opposed to the maximum
number of customers authorized under Ind. Code § 8-1-2-61.5 (i.e., 5,000 customers}. He stated
because this is a pilot program, the parties believed it best to initially limit the number of
participants with the option of reviewing the program in 3-5 years to consider whether to expand
eligibility to other utilities. He further stated that the smaller utilities are more likely to be
struggling to meet their expenses because they do not raise rates often enough, and that larger
utilities are better able to manage the costs of a rate case because they have achieved sufficient
economies of scale.

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

Further, any Commission decision, ruling, or order - including the approval of a
settlement - must be supported by specific findings of fact and sufficient evidence. Unired States
Gypsum, 735 N.E.2d at 795 (citing Citizens Action Coalition v. Public Service Co., 582 N.E.2d
330, 331 (Ind. 1991)). The Commission’s own procedural rules require that settlements be
supported by probative evidence. 170 IAC 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 such agreement serves the public
interest.

As previously indicated, Ind. Code § 8-1-2-61.5(¢) authorizes the Commission to enter an
order providing for the development, investigation, testing and use of regulatory procedures if],
after notice and hearing, it finds that the regulatory procedures or standards are in the public
interest and promote at least one of four criteria. As set forth below, the Commission finds the
evidence demonstrates the ARP, as modified herein and contained in Attachment 2 to this Order,
is reasonable and in the public interest.” The evidence further demonstrates that the ARP, as
modified, promotes utility cost minimalization, a less costly regulatory procedure and mcreased
utility management efficiency.

Based on the evidence presented, any jurisdictional water or sewer utility serving 3,000
or fewer customers would be eligible to participate in the ARP. The ARP provides for a less
costly regulatory procedure than a full rate case, which is expected to result in savings for an
eligible utility and its custorners. Through the ARP, the utility will be able to obtam controlled
annual rate increases that are capped both annually and over the course of five years. In
addition, the utility’s participation in the mandatory and elective programs is designed to foster
increased management efficiencies and lead to an improvement in the quality of service and
facilities. The purpose of the ARP is to incentivize utilities, by means of the annual increase for
approved costs, to participate in mandatory and elective programs. These programs were
specifically selected to assist utilities in addressing issues associated with the financial,
managerial and technical operations of a utility.

For utilities other than those that received a general rate order after January 1, 2011 but
prior to this Order, the process will begin with an eligible utility’s filing of a petition for a rate
increase or a Small Utility Rate Application. Every ensuing rate order will include a paragraph
that identifies the amount of expenses that will be eligible for the annual rate increase. For
utilities that have received a general rate order after January 1, 2011 but prior to this Order, the
eligible utility shall contact the Water/Wastewater Division of the Commission to identify the
expenses eligible for the annual raté increase. At least one year from the rate order, and each
year for the next four years, the utility may, but is not required to, apply for a rate increase by

! Attachment 2A contains a tracked changes version of the Commission’s modifications to the ARP.
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submitting to the Commission a one page form that includes the eligible expenses along with
documentation to support that mandatory and elective requirements have been met. The ARP
will be administered through the Commission’s 30-Day Filing process.

An issue that was raised by the parties, but not specifically addressed in the Settlement
Agreement, concerns how the annual increases under the ARP would interrelate with any
increase requested in a DSIC proceeding. The ARP, as proposed by the parties, does not limit a
utility’s ability to file a DSIC proceeding. However, because both an annual rate adjustment
under the ARP and a DSIC may result in an increase in rates for customers, we encourage
utilities to make their best efforts to combine an annual rate adjustment with a DSIC proceeding
to limit customer coufusion. In addition, we find that any DSIC rate approved by the
Commission for a utility participating in the ARP may not exceed 5% of the utility’s base
revenues as determined in its most recent base rate case, excluding annual ARP increases.

The Commission also finds that a few additional changes to the ARP Guidelines and the
Program FElements in Appendix A should be made for purposes of clarification or correction.
The changes to be made (as reflected in Attachments 2 and 2A of this Order) are as follows:

a. Deletion of the third paragraph under Section A.2. of the ARP Guidelines as
duplicative of the requirements contained in the first paragraph;

b. Additions to Sections A.4 and A.9 of the ARP Guidelines to address when a utility
implements less than the allowed annual ARP increase as contemplated by Section A.3;

c. Additions to Section A.5 regarding how the annual increases under the ARP would
interrelate with any requested in a DSIC proceeding;

d. Deletion of the second sentence of Section A.10 of the ARP Guidelines as
l.lI]IlBCCSSHIy;

e. The addition of IDEM compliance related information in Appendix A, Section 1(b);
and

f. Corrections to website addresses in Appendix A, Sections 2(a), (¢) and (h).

Further, the Commission agrees with the parties that it is appropriate to review the ARP
no later than five years after implementation to consider whether the program is operating as
intended, changes should be made, or the program should be discontinued. Therefore, the
Commission finds that the Director of the Water/Wastewater Division shall conduct a review of
the ARP and prepare a report detailing its review of the program along with any
.recommendations concerning further implementation of the ARP. The report shall be filed m
this Cause on or before September 1, 2017.



Finally, as contemplated by its terms, 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. Consequently, with regard to future citation of the Settlement
Agreement, we find that our approval herein should be construed in a manner consistent with our
findings in Richmond Power & Light, Cause No. 40434, 1997 Ind. PUC LEXIS 459 (IURC
March 19, 1997).

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

1. The Settlement Agreement and ARP Guidelines are approved as modified in
Attachment 2,
2. The Water/Wastewater Division of the Commission is herecby authorized to

implement the Alternative Regulatory Program, as set forth in the ARP Guidelines contained in
Attachment 2,

3. This Order shall become effective on and after the date of its approval.

ATTERHOLT, BENNETT, LANDIS, MAYS AND ZIEGNER CONCUR:

APPROVED: MAR 1 4 2013

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

‘Brenda A. Howe
Secretary to the Commission
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STATE OF INDIANA

INDIANA UTILITY REGULATORY COMMISSION

IN THE MATTER OF THE COMMISSION'S
INVESTIGATION INTO THE ADOPTION OF
ALTERNATIVE REGULATORY PROCEDURES
FOR RATE ADJUSTMENTS INVOLVING
SMALL WATER AND SEWER UTILITIES

CAUSE NO. 44203

S et e o N

JOINT STIPULATION AND SEFTTLEMENT AGREEMENT

This Joint Stipulation and Settlement Agreement (“Settlement Agreement™) is entered
into this 9th day of November, 2012, by and between E. Curtis Gassert, Testimonial Staff of the
Indiana Utility Regulatory Commission (“Commission™) and the Office of the Utility Consumer
Counselor (“OUCC™), who stipulate and agree for purposes of settling all matters in this Cause
that the terms and conditions set forxth below represent a fair and reasonable resolution of all
issues in this Cause, subject to their incorporation in a final order of the Commission.

Terms and Conditions of Settlement Agreement

1. Requested Relief: On June 6, 2012, in response to a request submitted by E. Curtis
Gassert, the Director of the Water/Wastewater Division of the Commission, the Commission
commenced this investigation to copsider possible alternative regulatory procedures for the filing
of rate adjustments by small water and sewer utilities.

2. Prefiled Evidence of Parties. In support of the proposed Alternative Regulatory

" Procedure, (”ARP”), E. Curtis Gassert, as Testimomnial Staff of the Commission, filed his prefiled
Testimony and Exhibits on July 5, 2012. On September 5, 2012 the OUCC filed the Response
Testimony of Edward R. Kaufman. Mr. Gassert filed his Rebuital Testimony on September 21,
2012. No other parties have filed testimony in this matter.

3. Settlement. Through analysis, discussion, and negotiation, as aided by their
respective technical staff and experts, the OUCC and the Testimonial Staff of the Commission
have now agreed on the terms and conditions as described herein that resolve all issues between
them in this Cause.



4. Revised ARP Document. By agreement of the Parties the ARP docurnent as
originally filed has been revised to include all agreed upon terms and conditions. This
document, entitled “ARP Guidelines”, is altached hereto as “Exhibit A”.

5. ARP Guidelines and Eligibility Requirements. A water or wastewater utility
serving fewer than 3,000 costorners may apply under this ARP to increase its basic rates no more
than five (5) times within a six year period. The Commission order approving this ARP shall
state that the ARP program is only available to water and wastewater ulilities. Participating
utilities must provide retail service to residential customers, and not serve extensively another
utility. From the dale of the Commission order approving this Program, eligible water and
wastewater utilities may apply annually, beginning the first year afier the date of the utility’s
most recent general rate order. No increase shall be authorized to commence later than six years
from the date of the utility’s most recent general rate order. In the event a utility fails to request
an increase in a given year, the utility is not prohibited from filing in subsequent years; however
the utility 1s not permitted fo add increases from years in which it failed to request an increase.
Applications may be made by utilities that have received a general rate order issued on or after

January 1, 2011.

6. Expenses Eligible for Annual Increase. After the date of the Commission order
approving this Program, any participating utility’s annual increase will be limited to a factor
applied to eligible expenses as identified by the Commussion in that utility’s rate order. This
factor shall be the Annual Cost Index. The Annual Cost Index will be applied 1o eligible
expenses, which include E & R but do not include Depreciation Expense. Any utility applying
for this Program that had a general rate order dated January 1, 2011 through the date of the
Cormmission order approving the Program, must request that the Commission identify eligible
expenses at the time of its application.

7. Mandatory and Elective Program Elements. Before each annual increase, the
utility must meet all inandatory program elements and the requisite number of elective program
clements which are identified in Exhibit A, and must make the filings as required by this
program. Fach elective can be used each year for all five increases provided the conditions for
the elective are met and supporting documents provided to the Commission at the time of
applicétion. This applies to all electives except the one to “Join InWARN” which can only be

nused one time.

8. Revenune Caps and Limits. Under this Program, there shall be a cap of 7.5% on the
annual increases and a cap of 25% on cumulative increases between any two general rate
increases. Also, a utility will not be able to increase rates through the ARP if the utihty’s
“achieved rate of returmn”, as determined on Schedule F-4 from the TURC Annual Report Form,
exceeds its authorized cost of capital from its most recent final order. Utilities will have an
opportunity to provide corrected Schedule F-4 forms if the utility can show il is not earning in
excess of its authorized return.




5. Mhutual Conditions on Setflement Agreement. If the Commission does not approve
this Settlement Agreement or does not issue its final order without modification of the terms
stated herein, the entire Settlement Agreement shall be deemed withdrawn, unless otherwise
agreed by the Parties. There are no other agreements in existence between the parties relating o
the matters covered by this Settlement Agreement that in any way affect this Agreement. 'If
approved by the Commission, this ARP will be reviewed by the Commission to determine
whether there are procedural or programimatic issues which would necessitate changes. Such
review will take place no later than five years from the date of the order approving the ARP.

1{. Non-Precedential. The Parties stipulate and agree that this Seftlement Agreement
and the Order approving it shall not be used as an admission or as a precedent against the
signatories hereto except to the extent necessary to implement or enforce the terms of the
Settlement Agreement. The Parties agree that thas Seitlement Agreement shall not be construed
as an admission by any party in any other proceeding, except as necessary to enforce its termns
before the Commission, or before any court of competent jurisdiction on these particular issues.
This Settlement Agreement is solely the result of compromise i the settlement process and,
except as provided herein, is without prejudice to and shall not constitute a waiver of any
position that either of the Parfies may take with respect to any or all the iteins resolved herein in
any future regulatory or other proceedings and, failing approval by this Commission, shall not be
admissible in any subsequent proceedings.

10. Awuthority to Sipu, The Parties represent and stipulate that they are fully authorized
to execute this Joint Stipulation and Settlement Agreement on behalf of their designated clients
who will be bound thereby.

Respectfully Submitted,

(Tl 4. Mv\/

Carol A. Stephan

Atty. No. 4217-49

Assistant General Counsel

Indiana Utility Regulatory Commission
101 W. Washington Street, Suite 1500 E
Indianapolis, IN 46204

Phone: (317) 234-4715

Fax: (317)232-6758
cstephan(@urc.in.gov

Counsel for E. Curtis Gassert, Testimomnial Staff for
the Commission
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Daniel LeVay
Indiana Office of Utility Consumer Counselor
115 W. Washington Street, Suite 1500 South
Indianapolis, IN 46204

" Phone: 317-232-2494
Fax: 317-232-5923
dlevay@oucc.in.gov

Attorney for Indiana Office of Utility Consumer
Counselor

CERTIFICATE OF SERVICE

This is to certify that a copy of the foregoing Joint Stipulation and Settlement Agreement has
been served upon the following counsel of record in the captioned proceeding by electronic
service or fax on November 9, 20172.

Indizna Office of Ulility Consumer Counselor Waldron Conservancy District
A. David Stippler _ William B. Powers

Daniel LeVay 120 E. Market Street, Suite 809
Indiana Office of Utility Consumer Counselor Indianapolis, IN 46204

115 W. Washington Street, Suite 1500 South Phone: 917-2253

Indianapolis, IN 46204 - Fax: 917-8077

Phone: 317-232-2494
Fag: 317-232-5923
dstippler{@oucc.in.gov




Utilities, Inc. Pioneer Water LLC

Jeffiey M. Peabody Philip B. McKieman

Barnes & Thomburg LLP Hackman, Hulett & Cracraft

11 South Meridian Street 111 Monument Circle, Suite 3500
Indianapolis, IN 46204 ‘ Indianapolis, IN 46204

Phone: 231-6465 ‘ ' . Phone: 636-5401

Fax: 231-7433 E-Mail: pmckieman@hhclaw.com

E-Mail: jpeabody(@bttaw.com

(gt d %Mﬂ/

Carol A. Stephan
Atty. No. 4217-49
Assistant General Counsel
_ Indiana Utility Regulatory Commission
101 W. Washington Street, Suite 1500 E
" Indianapolis, IN 46204
cstephan(@urc.in.gov
Phone: (317)234-4715
Fax: (317)232-6758




Exhibit A

ARP Guidelines 7
Alternative Regulatory Ratemaking Procedure
for Small Water and Wastewater Utilities

Tatroduction

Subject to all qualifications, conditions, limitations and requirements stated herein, a
small water or wastewater utility may mcrease its base rates five (5) times from the date of its
most recent general rate order. No increasc as described herein shall be authorized to commence
later than six years from the date of the utility’s most recent geneéral rate order.

A participating utility’s anuoual increase will be limited to a factor applied to eligible
expenses 1dentified by the Indiana Utility Regulatory Commission (“Commission™) in the
participating utility’s rate order. This factor shall be the Annual Cost Index described below.

A. Utilkity Eligibility Requirements

A water or wastewater utility must meet the following requirements in order to be eligible
to participate in this program:

(a) the utility serves fewer than 3,000 customers;

(b) the utility-primarily provides retail service to residential customers;

(c) the utility does not serve extensively another wtility:

(d) the utility’s cumrent rates were set by a general rate order issued after January 1, 2011;

(e} before each annual increase, the utility has met all mandatory program elements as

described herein;

(£) before each annual increase, the ufility has met the requisite number of elective
program elements as described herein; and

{g) before each annual increase, the utility has made the filings as required by this
program and received Commission approval.. '

1. Mandatory Program Requirements

In order to participate and continue to participate in the program, each utility shall meet
the mandatory program elements as set forth below (also listed in Appendix A} at the time the
utility applies for the annual increase,




Every utility must satisfy the following Mandatory Program Requirements:

~ (2). Remain current with JURC requirements,

(b). Provide Indiana Department of Environmental Management (“TDEM”) mformation,
and

(c). The utility must be a member of Indiana Underground Plant Protection Service
(“IUPPS™)

2. Elective Program Requirements

In oxder to participate and continue lo parficipate in the program, each utility must select
and satisty the requisite number of elective program requirements as set forth below, (also listed
in Appendix A). For the first three annual rate increases, an electing utility must select and
satisfy four electives each year. For the fourth year, an electing utility must select and satisfy
five electives. For the fifth year, an electing utility must select and satisfy six electives. For
each applicable year, all electives shall bc completed prior to implementation of the annual rate

ncrease.

Each elective can be used each year for all five increases provided the conditions for the
elective are met and supporting documents provided to the IURC at the time of application. This
applies to all electives except the one to “Join InWARN™ which can only be used one time.

Every utility must select and complete four electives for each year of the first three
annual rate increases, five electives must be met to qualify for the fourth annual rate increase,
and six electives must be met for the fifth annnal rate increase.

{a). Provide an Asset Management Plan that has been prepared or updated within the last
three years.

(b). Develop or provide existing Standard Operating Procedures.

(c). Complete the Water System Self Evaluation questionnaire provided by the Maryland
Center for Environmental Training.

{(d). Complete Security Vulnerability Assessment and Fmergency Response Plan.

{e). Complete and document routine maintenance across all program areas as applicable
1o the ufility.

. Develop or provide existing map of utility system assets.



(g). Provide a system Master Plan that has been prepared or updated within the last five

years.

(h). Join Indiana’s Water/Wastewater Agency Response Network (“InWARN™) as a

ulility member.

(i). Maintain lost water below 12% for the most recent 12 month period.

(3). Conduct a leak/loss survey in the prior year for systems with water loss greater than
15%.

(k). Reduce lost water by 20% compared 1o water loss from the prior year.

(1). Provide to the utility’s consumers, at least anpually, educational material concerning
the wise use of waler via a billing insert and provide the same or similar information on
the utility’s web-site if it has one.

{m). Develop or provide existing information that supports the existence of written
financial policies and procedures and the use of financial budgets.

(n). Devclop or provide an existing Business Plan/Strategic Plan.

(0). Participate in performance measurement program by providing additional
information requested in IURC Annual Report so that all performance measures can be
calculated.

(p). For utilities that elect to participate in the performance measurement'program within
the first two years, improve 85% of the performance measures by 10% over a three year
period without decreasing performance for the remaining 15% of the performance

measures.

(q). At least one utility staff member participates in [URC Water/Wastewater Division
sponsored traiming.

(r). A member of the Clerk-Treasurer’s office of municipal utility system or primary
bookkeeper for private utilities holds a mimmum of a two year accounting degree.

.(s). Clerk-Treasurer attends or has attended the Indiana State Board of Accounts Clerk-
‘Treasurer training within the last two years.



(t). Two currently serving board members or city/town council members attend Alliance
of Indiana Rural Water’s Management Conference during the most recent twelve month
pertod.

3. Apnual Rate Increase Calculation

A participating utility’s anmual increase will be limited fo a factor applied to the Eligible
Fxpenses identified by the Commission in the participating utility’s rate order. This factor shall
be determined annually and designated as the “Annual Cost Index”. In any rate order issued to a
water or wastewater utility with fewer than 3,000 customers, the Commission shall hist the
eligible expenses that may be multiplied by the Annual Cost Index.

4. Annual Cost Index

For each calendar year, Commission staff shall establish the Annual Cost Index based on
a weighted composite of the latest annual indices composed of Labor Index ECI (47.51%),
Industrial Electric Power PPI (10.53%), Indusirial Chemicals PPI (2.7%), and Other costs-CPI
(39.26%) by January 31% of each year.

The Armual Cost Index will apply to all almual increase filings for the twelve month

a potentially larger Annual Cost Index from a previously slﬂpped year, but instead, will be
required to apply the Anmual Cost Index in effect for the year the annual mcrease application is
filed. ‘

5. Limitations on Increases

The increases authorized under this program shall not exceed 7.5% per year. Cumulative
mmcreases shall not exceed 25% on eligible expenses. :

Investor-owned utilities will not be eligible to receive an annual increase in any year
where the utility’s earnings result in a retm that exceeds the retirn authorized in the utility’s
most recent rate order. The return will be determined using Schedule F-4 of the TURC Annual
Report. Utilities will be provided with an opportunity to provide a corrected Schedule F-4 if the
utility can show 1t 1s not eaming in excess of its authorized return.

6. Eligible Expenses

Eligible expenses shall be limited to Extensions and Replacements (E&R - municipal and
not-for-profit only) and operating expenses mcluding, but not limited to, the following:

Salary and Wages, Chemical Expense, Pension and Benefits, Bad Debt Expense,
Purchased Power Expense, Contractual Services, Maintenance, Transportation, Insurance,
Materials and Supplies, Miscellaneous Expenses, Bad Debts, Rent Fxpense, and Postage.



7. Imeligible Expenses and Revenune Requirements

The following expenses and revenue requirements are not eligible for increases under this

program:

Debt Service, Depreciation, Refurn on Rate Base, Any Amortized Expense, Purchased
Water and Purchased Wastewater Treatment expense. Thus, when considenng investor-owned
utilities, the net operating income (rate base times weighted cost of capital} and the assoclated
incomme taxes will be the same amounts calculated and approved in the last rate case.

The annual revenue increase will not be augmented with a separate calculation for taxes
and expenses related to revenue such as the Utility Receipts 'Tax and the JURC fee. However, an
increase to these amounts is provided because the amounts approved in the rate case will be
increased by the Annual Cost Iudex. Any differences that would be generated from a more
precise calculation are not matenal and do not warrant the additional complexity that would be

required.

Because it is difficult to contemplate all possible adjustments to eligible expenses,
additional adjustments may be made. However, these adjustments will be limited and will be
consistent with the items outlined in this document.

8. Expenses and Revenue Requirements to be Eliminated from Rates

(a) As part of any general rale order for a utility with fewer than 3,000 customers, the
Commission shall identify any revenue requirement scheduled or otherwise anticipated to
discontinue within six years of the rate order, along with the year the revenue requirement will
be discontinued. Such identified revenue requirement shall include but not be limited to debt
service for loans paid in full, amortizations of debt service reserve, working capital, rate case
expense or other amortized revenue requirement that has been completely amortized thus fully
recovered in rates. If a utility has a fully funded debt service reserve, then the Commission may
consider this in determining when to remove debt service from revenue requirements.

'Therefore, an ordering paragraph may be stated as follows:

If XYZ Utility, Inc. elects to participate in the Program, the eligible operating
expenses to which the Annual Cost Index will be applied are $132,453. This
amount excludes $46,271 approved for purchased water. All other components of
the revenue requirernent will remain unchanged except that in years four and five,
operating expenses shall be reduced by $15,000 related to rate case expensc
amortization. Also, in vear five, debt service will be excluded to reflect full
payment of the utility’s outstanding debt obligations.



(b) In the case of a utility rate order that does not identify any such expenses, the utility
may request that the Commission idenfify any such expenses such as.debt service, debt service
reserve, working capital, or rate case expense and determine which such revenue requirements
should be considered to expire within six vears of the rate order. A ufility shall identify in its
application any such authorized revenue requirement when it applies for participation in the

program.

{¢) In exchange for continued participation in this Program, the ufility shall eliminate
~ from its rates any such revenue requirement identified by the Commission. The removal of such
revenue requirement from rates shall occur no later than the next anmual rate adjustment
following the anticipated or actual expiration of the revenue requirement, whichever first shall

occur.

9. Application Process

A participating utility shall request each annual rate increase through the 30-day filing
process. Under existing 30-day filing procedures, the OUCC will receive a copy on the filing
date. -

Each year thereafter, the participating utility shall file for the increase through the 30-day
filing process. In the event a utility fails to request an increase in a given year, the utility is not
prohibited from filing in subsequent years; however, the utility is not pcrmitted to add increases
from years in which it failed to request an increase.

Each ufility shall complete and submit the one page form provided in Appendix B along
with documentation supporting the utility’s completion of the Mandatory Program Requirements
and the Elective Program Elements selected.

A utility will not be permitted to implement its first annual inerease until after 12 months
have passed from the date of the utility’s most recent rate order. Similarly, subsequent annual
increases may not be implemented until 12 months have passed from the date the utility’s most
~ recent anmual increase was implemented. These provisions do not apply to rate inereases that are
phased-in over time. However, ufihitics are encouraged to make their best efforts fo combine a
phased-in rate increase with an annual increase where the two will be close together to limit

customer confusion.

Utilities that received a rate order after January 1, 2011, but before the order date of the
Commission order approving this program, will have the opportunity to apply for five annual
rate increases during the six year period ending after the date an order is issued approving this

program.



10. Simultaneous Applications Prohibited

A participating utility shail not submit a request for general rate increase while an
application for rate adjustment under this Program is pending. Once a participating utility files a
Petition for general rate increase, any pending application for annual rate increase shall be
deemed withdrawn. Once a participating utility has filed a general rate increase, any subsequent

application for annual rate increase from a prior order shall not be considered.



Appendix A: Program Elements

1. Mandatory Program Requirements:

Note: If a utility believes the conteut of its submissions 1s confidential, it must contact the
[ndiana Utility Regulatory Commission’s (“TURC” or “Comuussion”) Water/Wastewater
Division Director before submitting that information.

(3). Current with IURC requirements

e Complete and current [URC Annual Report must be on file with the Commission. A
complete [URC Annual Report is one that complies with the directions contained in the
annual report forms and accurately reports financial statement information. Completion
of data for the performance measurement program 1s not required unless the utility
chooses performance measures as one of its electives. However, all utilities are
encouraged to provide all of the performance measurement data requested even if they do
not plan to participate in the Program. '

e All affiliated contracts must be on file with the Commission.

» All compliance requirements outlined in Commission orders must be current.

o An IURC approved tariff must be on file with the Commission.

e A valid Certificate of Territorial Authority beld where required for wastewater utilities.

s Investor-owned and not-for-profit utilities should be current with Public Utility Fee

payments.
(:h). Provide IDEM Information to the IURC

Provide its Indiana Department of Environmental Management (IDEM) Nafional Pollutant
Discharge Elimination System (“NPDES™) (wastewater) and/or Public Water System
Identification Number PWSID (water) and information concermning its IDEM certified
operators as indicated following:

e FEach utility shall identify its operator(s) by name, operator number and class.

» A sumumary of continuing education activity for the previous calendar year shall be
provided showing fulfillment of the required contact hours for their specific operator
class.

327 TAC 8-12 governs the certification of water system operators, establishes appropriate
Classes of certification, and establishes the required continuing education requirements for

each class.



327 TAC 5-22 governs the certification of wastewater treatinent plant (WWTP) operators,
establishes appropriate Classes of certification and establishes the required continuing

education requirements for each class.

- (). Indiana Underground Plant Protection Service (IUPPS) membership

The primary purpose of IUPPS (also known as [ndiana811 or Call Before You Dig) is to
operate and maintain a statewide toll-free one-call notification system to prevent the damage
of underground facilities and to facilitate public safety. See www.indiana811.org. For this
element to be met, the utility must be shown on the TUPFS web-site as being a meinber or

otherwise demonstrate membership.

. Elective Program Elements:

(a). Provide an Asset Management Plan that has been prepared or updated within the

last three years.

The United States EPA defines Asset Management as a “desired level of service for what you
want your assets to provide at the lowest life cycle cost. Lowest life cycle cost refers to the
best appropriate cost for rehabilitating, repairing, or replacing an asset.”

An Asset Management Plan (“Plan™): “Monitors and manages the asset wear-out
processes and defines the most cost-effective rate of Ieinvesﬁnen 2 A utihty’s Plan
should include an inventory or data base of current assets and the condition and
maintenance performed and to be performed on those assets.

To meet this elective, the utility must subinit one of the following that has been prepared or
updated within the last three years:

e MY CUPSS Plan (EPA’s Check Up Program for Small Systems)
WWW. water.epa.gov/mﬁasﬁucmre/ drinkingwater/pws/cupps populated with information
specific to the utility; or -

= An asset management plan developed by the utility that contains at least all of the
elements of the MY CUPSS Plan.

The EPA’s CUPSS program is available at no cost.

(b). Develop or provide existing Standard Operating Procedures (SOPs).

Utility shall develop and maintain standard operating procedures for all significant preces of
equipment, processes and office duties. Elements of the procedures may include:



= Start-up Procedures

e Shut-down Procedures

e Daily Routine Operations

e Safety Pracfices and Procedures

e Maintenance Procedures

» Troubleshooting Procedures

e Testing and Moniloring Protocol

e  Operational Forms and Reports

» [lipures and Diagrams

e Day-lo-day office tasks

The Rural Community Assistance Partnership (R CAP) has prepared a document titled, “The
Big Guide for Small Systems: A Resource for Board Members.” This guide contains an
example set of SOPs in its Appendix A. This example 1s also available in Microsoft Word
format and may be a uscful starting point. However, as noted in the Appendix, the document
is a “tool.” “If is not ready-to-use and should not be disfributed as-is.” This guide is free and
can be accessed at the following web address: http://www.rcap.org/commpubs.

(c). Complete the Water System Self Evaluation questionnaire provided by the
Maryland Center for Environmental Training.

Submit a completed Water System Self Evaluation form that can be found at the following
web address: htip:/~vww.meet. org/Resources/publications.html

(d). Complete a Seeurity Vulnerability Asscssment and Emergency Response Plan.

RCAP has developed a toolbox titled “Secumity and Emergency Response Planning Toolbox
for Small Water and Wastewater Systems.” The toolbox inclades a “simple and practical
vulnerability guide” as well as “emergency-response planning instructions” and “an
emergency-response planming template” for small water and wasfewater systems. The

toolbox is free and is available at the following web address: http://www.rcap.org/toolbox.

For this elective to be met, the ufility must certify the following:

e a Vulnerability Assessment has been completed and/or updated within the last twelve
months consistent with the elements outlmed in the RCAP guide,

= an Pmergency Response Plan has been completed and/or updated within the last twelve
months consistent with the content provided in the template provided by RCAP.

Since these documents may contain sensitive information, only the certification page should

be provided to the Cominission. However, Commmission staff may, on occasion, request a

utility to submit the documents for review. These documents will be promptly destroyed

after the review is completed.
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(e). Complete and document routine maintenance aeross all program areas as
applicable to the utility. Some examples include, but are not limited to:

o  Exercise Valves

e Distribution System Flushing

e Televise and Clean Scwer Lines

e Well Maintenance

@ Fire Hydrant Testing

s Lift Station Maintenance

o Pump and Motor Mamtenance

« Buildings and Ground Maigptenance
s Vehicle Maintenance

For this elective to be met, the utility must submit a receipt from the vendor or verification of
employee man-hours from utility director or board member which includes a descrption of
the maintenance performed. Written maintenance records should be available for inspection

if requested by Commission staff.

(). Develop or provide existing map of utility system assets.

(i). Water Utilities

The utility shall have system maps showing water utility assets indentifying or referencing
main lines (including pipe material and diameter), valves, hydrants, pumping facilities, tanks
and other major facilities with at least enough accuracy to determine if facilities are on the
correct side of the street or in the street. For this criteria to be met, the tility must submit a
verified statement indicating it has maps and submit one sample map for a portion of its
system (for example, a map of a street, subdivision or neighborhood showing the various
utility assets). | - |

(ii). Wastewater Utilities

The Utility shall have system maps showing wastewater utility assets indentifying or
referencing collection lines {including pipe material diameter), force mains (including pipe
material diameter), manholes, air release valves, c]eanoutf;, pumping facilities and other
major facilities with at least enough accuracy to determine if facilities are on the correct side
of the street or in the street. For this criteria to be met, the utility must submit a verified
statement indicating it has maps and submit one sample map for a portion of its system (for
example, a map of a street, subdivision or neighborhood showing the various utility assets).

11



{(g). Provide a system master pian that bas been prepared or updated within the last

five years.

A system master plan 1Is an essential tool for every utility to take a forward look at their

possible growth patterns and demands to facilitate planning of system expansion and

improvements for the next 20 years. A system master plan is one that takes into account at

least all of the following:

s The utility’s existing and potential service terrifory;

o - Description and inventory of existing system;

s Present and planned land use;

= The current and planned environmental and quality regulations and the ability of the
utility system to comply with the regulations;

s Projection of system annunal demand and ﬁsage for the next 20 years;

e [mprovements necessary to meet the projection of system annual demand and usage for
the next 20 years with these improvements categorized into priorities or phases;

s Documentation and description of costs associated with planned mmprovements; and

s A map or system diagram showing general location of proposed improvements.

Master plans are inherently technical documents almost always requiring the use of a
Professional Engineer. For this element to be met, a master plan certified by a Professional
Engineer must be submitted.

(h). Join InWARN (Indiana's Water/WasteWater Agency Respouse Network) as a
utility member. :

TuWARN's mission is “To support and promote statewide emergency preparedness, disaster
response, and mutual aid between water and wastewater utilities responding to major
emergencies” Seec www.in.uswarn.org. For this element to be met, the utility must be shown
on the InWARN web-site as being a member with a completed Mutual Aid Agreement
(“MMA™ on file. '

This Elective can only be used one time during the six year time period.

(i). Maintain lost water below 12% for the most recent 12 mouth period.

‘Water Loss shall be defined and reported in a manner consistent with page W-6 (Pumping
and Purchased Water

Statistics) of the ILIRC Annual Report.
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(1) Conduct a leak/loss survey in the prior year for systems with water loss greater
than 15%.

The Utility must maintain and report evidence documenting that that a leak/loss survey has
been conducted on the utility’s entire system using best available technologies, the survey is
able to locate additional leaks within the survey area, and leaks found have been repaired or
have been incorporated into capital iroprovements to be completed within the next 12
months. Components of a typical leak/loss survey may mclade:

o Use of sonic leak detection technology and/or data loggers.

e Prompt repair of identified and reported leaks.

e Measurement and analysis of system or area meter data.

s System pressure analysis fesulting in pressure management program(s).

(k). Reduce lost water by an addifional 20% compared to water loss from the prior

year.

Water Loss shall be defined and reported 1 a manner consistent with page W-6 (Pumping
and Purchased Water Statistics) of the TURC Annual Report for two consecutive years.

(). Provide the ufility’s consumers educational material concerning the wise use of
water via a billing insert and provide the same or similar information on the utility’s
web-site if it has one. Information provided via billing insert should be provided,

annually, at a minimum.

The edncational material should contain content concerning the following major areas:
efficient lawn watering, the amowunt of water wasted via leaking faucets and toilets, and the
amount of water saved by using shower flow restrictors and high efficiency toilets. Examples
of such educational matenial can be found on the web-site of the Office of Utility Consumer
Counselor at www.in.gov/oucce or through the American Water Works Association web-site

at WwWw.awwa.org,

For this elective to be met, the utility must submit a copy of the educational billing insert and
provide a link to its web-site, if it has one, providing the educational material.

(m). Develop or provide existing information regarding written financial policies and
procedures and the use of financial budgets.

In order to obtain credit for this elective, a utility needs to submit the following:

e Written financial policies and procedures.

e Copies of monthly financial statements for the most recent twelve month period that
show comparisons of actual amounts to budgeted amounts. Written explanations should
be provided for significant differences between budgeted and actual amounts.
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e A five-year capital budget or Capital Improvement Plan showing individual assets the
utility intends 1o purchase over each of the next five years.

The RCAP has prepared a document titled, “The Basics of Financial Management for Small-
community Utilities.” This guide contains an example set of financial management policies
as part of Chapter 1. This example is also available in Microsoft Word format and may be a
useful starting poinl. However, asnoted in Chapler 1, the “sample policies are not ready-to-
use and should not be adopted or distributed as-is.” Chapter 2 provides information about
capital improvement plans while Chapters 3 and 4 provide operating budget information.
This document 1s free and can be accessed at the followmg web address:

http://www.rcap. org/ﬁmngn_l_gmde

(n). Develop or provide an existing Business Plan/Strategic Vlan.

A Business Plan or Strategic Plan should include vision, mission and organizational values

staternents.  Contemplation of mternal and external factors that could impact the utility

should be evaluated. An assessment of the ufility’s sirengths and weaknesses or

opportunities for improvement for the next 3 to 5 years should also be identified. An

acceptable Business Plan should provide analysis and selection of strategies in each of the

following areas of water and/or wastewater system management:

s Customer service

e Finance

# Huwman resources management

e Business process improvement

e Short- and long-term action plans that include allocation of resources directed at
achicving the goals and strategies the utility has adopted; and

a A process for strategic plan development and annual review/updates that facilitate input
from customers, employees and other stakeholders.

= Regulatory Compliance

(o). Participate in perfermance measurement program by providing additional
information requested in IURC Annnal Report so that pexformance measures can be
cajculated.

The Comuussion’s Water/ Wastewater Division developed a Performance Measurement
program that has been ncorporated info the IURC Annual Report due every April 30™. In
order to calculate all of the performance measures, additional information is required beyond
that which is necessary to complete the Anmual Report. Utilities that provide the additional
information will receive credit for this elective.

Utilities that parficipate in the performance measurement program will receive their results
along with the results of other utilities that provide the necessary information. To understand
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the additional information required to participate in the performance measurement program,
please review the [IURC Annual Report.

(p). For utilities that elect to participate in the performance measurement program
within the first two years, improve 85% of the performance measures by 10% over a
three year period withouf decreasing performance for the remaining 15% of the

performance measures.

Given the requirements of this elective, a utility could only receive credit for this elective in
the fourth year if the utility participated in the perforinance measurement program in year
one ot in the fifth year if the ufility initiated participation in ycar two.

(q). Atleast one utility staff member participates in IURC Water/Wastewater Division
sponsored traming. :

The IURC’s Water/Wastewater Division sponsors a one-day traming program that provides
training about TURC specific matters along with other utility issues. If at least one utility
employee attends a training program, the utility will receive credit for one elective.
Additional credits will not be provided for multiple attendees.

(r). A member of the Clerk-treasurer’s office of municipal utility system or primary
bookkeeper for private utilifies holds a minimum of a two year aceounting degree.

Provide a copy of the degree or other school docurnentation that supports the stated
requirements.
(5). Clerk-treasurer attends or has attended the Indiana State Board of Accounts elerk-

treasnrer traiming within the last two years.

Provide documentation that supports attendance or a verified statement of attendance.

Information about the training can be found on the Indiana State Board of Accounts website
at hitp://www.in.sov/shoa/Index.htm. ‘

(t). Two currently serving board members or city/town conneil members attend
Alliance of Indiana Rural Water’s Mmnagement Conference during the most reeent

twelve month period.
Provide documentation that supports attendance for two board members or city/town council
members.

Information about the conference can be found on the Alliance of Indiana Rural Water’s
website at http://www.inh?o0.0rg/.
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Appendix II: Forms

Alternative Regulatory Ratemaking Procedure for Small Water and Wastewater Utilities

Municipal and Not-for-Profit Utility Form

 Rate Case Cause No./Date Approved:

Year 2

Year 3

Reveﬁue -.Re-c-quiremel}ts for Anhﬁe‘lri{ete Increase Pro gram .

Year 4

2 PaymentinLievof Taxes . i - - -
3 Extensions & Replacements - - .
1 4 Taxes Other Than Income - - , .
- _5'Prior Year "Cost" Increases {Cumulatlve) ! - - . -
| 6.Revenue Requiremment Subject to Anmual Increase : - - - -
7:Times: Annual Cost Index (TURC Small Thility Cost Index) N/A
| 8 Annual Revenue Increase - - - - - -
.9 Allowable but Unadjustable Operating Expense. _~ { - - - - - .
10 Working Capital - - - - -
11:DebtService | - - - - -
.12 Total Revenue Requuements - ] r - ! - - . -
13 Less: Interest Incorne ' - ‘ - - -
l4§ Other Revermes - : - é - - - .
15 ‘NetRevenue Requiremenss . i - i - - . R
16 Less: Reverues at Current Rates ‘ - - - -
17 Reqmred RevemeTnerease . ... . .8 - s - - - .
18 Revenue Not Sub_] ect fo Increase at Present Rates______l___. 3 - S - - - -
5 : :
19 Revenue Sub_]ect to Increase (Lme 16-Line 18) (3 - $ - ' $ - - - .
| D i .
Q";}?_Ne{gegege Increa.se (Llne 17/Lme 19) _ L gDl . #DIV/0! H#DIV/ (0! HDIV/O! #FDIV/0! HDTV/0L
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Alternaﬂve Regulatory Ratemakmg Pro cedure for Small Water and Wastewater U‘tﬂmes
[nvestor Owned Utility Form

iUtility Name:
. Rate Case Cause No./Date Approved:

1
i
i
i
|
.
l

- ' .. fromjast _ Revenue Reqmlemen‘cs or Annual Rate Increase ngram e
- Deseription . . . ... . . .. . ReteOrder A Adf L .. Yeard . YearS

1 Operating Expesses i
2 Taxes Other Than Tncomme
3 'Prior Year "Cost" Incteases (Cunulative) ! -

| 4.Revenue Requirements Subject to Annual Increase - 1 - _ ! o _ -
5 Times: Annual Cost Index (IURC Small Ukility CostIndex)3 N/A
6 Total: Adjustable Revenue Requirements ! - i - - - - .
| 7 Allowable but Unadjustable Operating Expenses -
| 8 Depreciation Expe.ﬁs_re, N -
9 Incomne Taxes | -
10 “Net Operating Tncome -
11 Total Revenue Requirements - ik R
112, Less Revenues at Current Rates - -
13:Revenue Increase Reguired - iy _

14 Revemie Not Subjoct o Inoresso at Present Retes. |

15 Revenue Subject to Inerease (Line 12-Line 14)
116 Percentage Increase (Line 13/Line 15) ! !

CEDIV/OL | #DIV/OL |
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ATTACHMENT 2

ARP Guidelines
Alternative Regulatory Ratemaking Procedure
for Small Water and Wastewater Utilities

Introduction

Subject to all qualifications, conditions, limitations and requirements stated herein, a
small water or wastewater utility may increase its base rates five (5) times from the date of its
most recent general rate order. No increase as described herein shall be authorized to commence
later than six years from the date of the utility’s most recent general rate order.

A participating utility’s annual increase will be limited to a factor applied to eligible
expenses identified by the Indiana Utility Regulatory Commission (“Commission™) in the
participating utility’s rate order. This factor shall be the Annual Cost Index described below.

A. Utility Eligibility Requirements

A water or wastewater utility must meet the following requirements in order to be eligible
to participate in this program:

(a) the utility serves fewer than 3,000 customers;

(b) the utility primarily provides retail service to residential customers;

(c) the utility does not serve extensively another utility;

(d) the utility’s current rates were set by a general rate order issued after January 1, 2011;

(e) before each annual increase, the utility has met all mandatory program elements as
described herein;

(f) before each annual increase, the utility has met the requisite number of elective
program elements as described herein; and

(g) before each annual increase, the utility has made the filings as required by this
program and received Commission approval.

1. Mandatory Program Requirements

In order to participate and continue to participate in the program, each utility shall meet
the mandatory program elements as set forth below (also listed in Appendix A) at the time the
utility applhes for the annual increase.



Every utility must satisfy the following Mandatory Program Requirements:

(a). Remain current with [URC requirements,

(b). Provide Indiana Department of Environmental Management (“IDEM”) information,
and

(c). The utility must be a member of Indiana Underground Plant Protection Service
(“IUPPS™)

2. Elective Program Requirements

In order to participate and continue to participate in the program, each utility must select
and satisfy the requisite number of elective program requirements as set forth below, (also listed
in Appendix A). For the first three annual rate increases, an electing utility nust select and
satisfy four electives each year. For the fourth year, an electing utility must select and satisfy
five electives. For the fifth year, an electing utility must select and satisfy six electives. For
each applicable year, all electives shall be completed prior to implementation of the annual rate
increase.

Fach elective can be used each year for all five increases provided the conditions for the
elective are met and supporting documents provided to the [URC at the time of application. This
applies to all electives except the one to “Join In'WARN” which can only be used one time.

(a). Provide an Asset Management Plan that has been prepared or updated within the last
three years.

(b). Develop or provide existing Standard Operating Procedures.

{c). Complete the Water System Self Evaluation questionnaire provided by the Maryland
Center for Environmental Training.

(d). Complete Security Vulnerability Assessment and Emergency Response Plan.

(e). Complete and document routine maintenance across all program areas as applicable
to the utility.

(f). Develop or provide existing map of utility system assets.

(g). Provide a system Master Plan that has been prepared or updated within the last five
years. '



(h). Join Indiana’s Water/Wastewater Agency Response Network (“InWARN”) as a
utility member.

(i). Maintain lost water below 12% for the most recent 12 month period.

(1). Conduct a leak/loss survey in the prior year for systems with water loss greater than
15%.

{k). Reduce lost water by 20% compared to water loss from the prior year.

{I). Provide to the utility’s consumers, at least annually, educational material concerning
the wise use of water via a billing insert and provide the same or similar information on
the utility’s web-site if it has one.

(m). Develop or provide existing information that supports the existence of written
financial policies and procedures and the use of financial budgets.

(n). Develop or provide an existing Business Plan/Strategic Plan.

(0). Participate in performance measurement program by providing additional
information requested in TIURC Annual Report so that all performance measures can be
calculated.

(p). For utilities that elect to participate in the performance measurement program within
the first two years, improve 85% of the performance measures by 10% over a three year
period without decreasing performance for the remaining 15% of the performance
measures.

(q). At least one utility staff member participates in [URC Water/ Wastewater Division
sponsored training.

{r). A member of the Clerk-Treasurer’s office of municipal utility system or primary
bookkeeper for private utilities holds a minimum of a two year accounting degree.

(s). Clerk-Treasurer attends or has attended the Indiana State Board of Accounts Clerk-
Treasurer training within the last two years.



(t). Two currently serving board members or city/town council members attend Alliance
of Indiana Rural Water’s Management Conference during the most recent twelve month
period.

3. Annual Rate Increase Calculation

A participating utility’s annual increase will be limited to a factor applied to the Eligible
Expenses identified by the Commission in the participating utility’s rate order. This factor shall
be determined annually and designated as the “Annual Cost Index”. In any rate order issued to a
water or wastewater utility with fewer than 3,000 customers, the Commission shall list the
eligible expenses that may be multiplied by the Annual Cost Index.

4. Annual Cost Index

For each calendar year, Commission staff shall establish the Annual Cost Index based on
a weighted composite of the latest annual indices composed of Labor Index ECI (47.51%),
Industrial Electric Power PPI (10.53%), Industrial Chemicals PPI (2.7%), and Other costs-CPI
(39.26%) by January 31" of each year.

The Annual Cost Index will apply to all annual mcrease filimgs for the twelve month
period the index is in effect. Utilities that elect to skip a year, or more, or opt to not apply the
full Annual Cost Index factor increase in any given year, are not permitted to select a potentially
larger Annual Cost Index from a previous year, but instead, will be required to apply the Annual
Cost Index in effect for the year the annual increase application is filed.

5. Limitations on Increases

The mcreases authorized under this program shall not exceed 7.5% per year. Cumulative
increases shall not exceed 25% on eligible expenses.

Investor-owned utilities will not be eligible 1o receive an annual increase in any year
where the utility’s earnings result in a retumn that exceeds the return authorized in the utility’s
most recent rate order. The return will be determined using Schedule F-4 of the TURC Annual
Report. Utilities will be provided with an opportunity to provide a corrected Schedule F-4 if the
utility can show it is not earning in excess of its authorized return.

For a utility that participates in this program and also implements a Distribution System
Improvement Charge (“DSIC™), the utility customers could receive a rate increase more
frequently than every twelve months. Utilities are encouraged to make their best efforts to
combine a DSIC increase with an annual program increase where the two will be close together
to limit customer confusion. Any DSIC rate approved by the Commission may not exceed the
statutory cap on DSIC revenues based on the utility’s base revenues as determined in its most
recent general rate case, excluding annual ARP mcreases.



6. Eligible Expenses

Eligible expenses shall be limited to Extensions and Replacements (E&R - municipal and
not-for-profit only) and operating expenses including, but not limited to, the following:

Salary and Wages, Chemical Expense, Pension and Benefits, Bad Debt Expense,
Purchased Power Expense, Contractual Services, Maintenance, Transportation, [nsurance,
Materials and Supplies, Miscellaneous Expenses, Bad Debts, Rent Expense, and Postage.

7. Ineligible Expenses and Revenue Requirements

The following expenses and revenue requirements are not eligible for increases under this
program:

Debt Service, Depreciation, Return on Rate Base, Any Amortized Expense, Purchased
Water and Purchased Wastewater Treatment expense. Thus, when considering investor-owned
utilities, the net operating income (rate base times weighted cost of capital) and the associated
income taxes will be the same amounts calculated and approved in the last rate case.

The annual revenue mcrease will not be augmented with a separate calculation for taxes
and expenses related to revenue such as the Utility Receipts Tax and the IURC fee. However, an
increase to these amounts 1s provided because the amounts approved in the rate case will be
increased by the Annual Cost Index. Any differences that would be generated from a more
precise calculation are not material and do not warrant the additional complexity that would be
required.

Because it 1s difficult to contemplate all possible adjustments to eligible expenses,
additional adjustments may be made. However, these adjustments will be limited and will be
consistent with the items outlined in this document.

8. Expenses and Revenue Requirements to be Eliminated from Rates

(a) As part of any general rate order for a utility with fewer than 3,000 customers, the
Commission shall identify any revenue requirement scheduled or otherwise anticipated to
discontinue within six years of the rate order, along with the year the revenue requirement will
be discontinued. Such identified revenue requirement shall include but not be limited to debt
service for loans paid in full, amortizations of debt service reserve, working capital, rate case
expense or other amortized revenue requirement that has been completely amortized thus fully
recovered in rates. 1f a utility has a fully funded debt service reserve, then the Commission may
consider this in determining when to reinove debt service from revenue requirements.

Therefore, an ordering paragraph may be stated as follows:

Lh



If XY7 Utility, Inc. elects to participate in the Program, the eligible operating
expenses to which the Annual Cost Index will be applied are $132,453. This
amount excludes $46,271 approved for purchased water. All other components of
the revenue requirement will remain unchanged except that in years four and five,
operating expenses shall be reduced by $15,000 related to rate case expense
amortization. Also, in year five, debt service will be excluded to reflect full
payment of the utility’s outstanding debt obligations.

(b) In the case of a utility rate order that does not identify any such expenses, the utility
may request that the Commission identify any such expenses such as debt service, debt service
reserve, working capital, or rate case expense and determine which such revenue requirements
should be considered to expire within six years of the rate order. A utility shall identify in its
application any such authorized revenue requirement when it applies for participation in the
program.

(c) In exchange for continued participation in this Program, the utility shall eliminate
from its rates any such revenue requirement identified by the Commission. The removal of such
revenue requirement from rates shall occur no later than the next annual rate adjustment
following the anticipated or actual expiration of the revenue requirement, whichever first shall
oceur.

9. Application Process

A participating utility shall request each annual rate increase through the 30-day filing
process. Under existing 30-day filing procedures, the OUCC will receive a copy on the filing
date.

Each year thereafter, the participating utility shall file for the increase through the 30-day
filing process. In the event a utility fails fo request an increase in a given vear, the utility is not
prohibited from filing in subsequent years; however, the utility is not permitted to add mcreases
from years in which it failed to request an increase or elected to not apply the full allowed
increase.

Each utility shall complete and submit the one page form provided in Appendix B along
with documentation supporting the utility’s completion of the Mandatory Program Requirements
and the Elective Program Elements selected.

A utility will not be permitted to implement its first annual increase until after 12 months
have passed from the date of the utility’s most recent rate order. Similarly, subsequent annual
increases may not be implemented until 12 months have passed from the date the utility’s most
recent annual increase was implemented. These provisions do not apply to rate increases that are
phased-in over time. However, utilities are encouraged to make their best efforts to combine a
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phased-in rate increase with an annual increase where the two will be close together to limit
customer confusion.

Utilities that received a rate order after January 1, 2011, but before the order date of the
Commission order approving this program, will have the opportunity to apply for five annual
rate increases during the six year period ending aflter the date an order is issued approving this

program.

10. Simultaneous Applications Prohibited

A participating utility shall not submit a request lor general rate increase while an
application for rate adjustment under this Program is pending.  Once a participating utility has
filed a general rate increase, any subsequent application for annual rate increase from a prior
order shall not be considered.



Appendix A: Program Elements

1. Mandatory Program Requirements:

Note: If a utility believes the content of its submissions is confidential, it must contact the
Indiana Utility Regulatory Commission’s (“IURC” or “Commission™) Water/Wastewater
Division Director before submitting that information.

(a). Current with IURC requirements

e Complete and current IURC Annual Report must be on file with the Commission. A
complete IURC Annual Report is one that complies with the directions contained in the
annual report forms and accurately reports financial statement information. Completion
of data for the performance measurement prograrh is not required unless the utility
chooses performance measures as one of its electives. However, all utilities are
encouraged to provide all of the performance measurement data requested even if they do
not plan to participate in the Program.

o All affiliated contracts must be on file with the Commission.

¢ All compliance requirements outlined in Commission orders must be current.

¢ An IURC approved tariff must be on file with the Commission.

e A valid Certificate of Territorial Authority held where required for wastewater utilities.

e Investor-owned and not-for-profit utilities should be current with Public Utility Fee

payments.

(b). Provide IDEM Information to the IURC

Provide its Indiana Department of Environmental Management (IDEM) National Pollutant
Discharge Elimination System (“NPDES™) (wastewater) and/or Public Water System
Identification Number PWSID (water) and information concernimg its IDEM certified
operators and compliance with permit requirements as indicated:

e Each utility shall identify its operator(s) by name, operator number and class.

e A summary of continuing education activity for the previous calendar year shall be
provided showing fulfillment of the required contact hours for their specific operator
class. ‘ '

» A statement concerning compliance with permit requirements for the previous calendar
year.

327 T1AC 8-12 governs the certification of water system operators, establishes appropriate
Classes of certification, and establishes the required continuing education requirements for
each class.



327 IAC 5-22 governs the certification of wastewater treatment plant (WW'T'P) operators,
establishes appropriate Classes of certification and establishes the required continuing
education requirements for each class.

{c¢). Indiana Underground Plant Protection Service {(IUPPS) membership

The primary purpose of [UPPS (also known as Indiana811 or Call Before You Dig) is to
operate and maintain a statewide toll-free one-call notification system to prevent the damage
of underground facilities and to facilitate public safety. See www.indiana811.org. For this
element to be met, the utility must be shown on the IUPPS web-site as being a member or
otherwise demonstrate membership.

. Elective Program Elements:

(a). Provide an Asset Management Plan that has been prepared or updated within the
last three years.

The United States EPA defines Asset Management as a “desired level of service for what you
want your assets to provide at the lowest life cycle cost. Lowest life cycle cost refers to the
best appropriate cost for rehabilitating, repairing, or replacing an asset.”

An Asset Management Plan (“Plan™): “Monitors and manages the asset wear-out
processes and defines the most cost-effective rate of reinvestment.” A utility’s Plan
should include an inventory or data base of current assets and the condition and
maintenance performed and to be performed on those assets.

To meet this elective, the utility inust submit one of the following that has been prepared or
updated within the last three years:

e MY CUPSS Plan (EPA’s Check Up Program for Small Systems)
http://water.epa.gov/infrastructure/drinkingwater/pws/cupss populated with information

specific to the utility; or

e An asset management plan developed by the utility that contains at least all of the
elements of the MY CUPSS Plan.

The EPA’s CUPSS program is available at no cost.

(b). Develop or provide existing Standard Operating Procedures (SOPs).

Utility shall develop and maintain standard operating procedures for all significant pieces of
equipment, processes and office duties. Elements of the procedures may include:



e Start-up Procedures

¢ Shut-down Procedures

e Daily Routine Operations

e Safety Practices and Procedures

e Maintenance Procedures

o Troubleshooting Procedures

e Testing and Monitoring Protocol

e Operational Forms and Reports

e Figures and Diagrams

e Day-to-day office tasks

The Rural Community Assistance Partnership (RCAP) has prepared a document titled, “The
Big Guide for Small Systems: A Resource for Board Members.” This guide contains an
example set of SOPs in its Appendix A. This example is also available in Microsoft Word
format and may be a useful starting point. However, as noted in the Appendix, the document
is a “tool.” “It is not ready-to-use and should not be distributed as-is.” This guide is free and
can be accessed at the following web address: http://www.rcap.org/commpubs.

(¢). Complete the Water System Self Evaluation questionnaire provided by the
Maryland Center for Environmental Training.

Submit a completed Water System Self Evaluation form that can be found at the following
web address: http://www.mcet.org/Resources/Toolkit2.html

(d). Complete a Security Vulnerability Assessment and Emergency Response Plan,

RCAP has developed a toolbox titled “Security and Emergency Response Planning Toolbox
for Small Water and Wastewater Systems.” The toolbox includes a “simple and practical
vulnerability guide” as well as “emergency-response planning instructions” and “an
emergency-response planning template™ for small water and wastewater systems. The

toolbox is free and is available at the following web address: http://www.rcap.org/toolbox.

For this elective to be met, the utility must certify the following:

e a Vulnerability Assessment has been completed and/or updated within the last twelve
months consistent with the elements outlined in the RCAP guide.

e an Emergency Response Plan has been completed and/or updated within the last twelve
months consistent with the content provided in the template provided by RCAP.

Since these documents may contain sensitive information, only the certification page should

be provided to the Commission. However, Commission staff may, on occasion, request a

utility fo submit the documents for review. These documents will be prompily destroyed

after the review is completed.
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(¢). Complete and docnment routine maintenanee across all program areas as
applicable to the utility. Some examples include, but are not limited to:

e Exercise Valves

» Distribution System Flushing

o Televise and Clean Sewer Lines

» Well Maintenance

¢ Fire Hydrant Testing

e Lift Station Maintenance

¢ Pump and Motor Maintenance

¢ Buildings and Ground Maintenance
¢ Vehicle Maintenance

For this elective to be met, the utility must submit a receipt from the vendor or verification of
employee man-hours from utility director or board member which includes a description of
the maintenance performed. Written maintenance records should be available for inspection
if requested by Commission staff.

Develop or provide existing map of utility system assets.

(i). Water Utilities

The utility shall have system maps showing water utility assets indentifying or referencing
main lines (including pipe material and diameter), valves, hydrants, punping facilities, tanks
and other major facilities with at least enough accuracy to determine if facilities are on the
correct side of the street or in the street. For this criteria to be met, the utility must submit a
verified statement indicating it has maps and submit one sample map for a portion of its
system (for example, a map of a street, subdivision or neighborhood showmg the various
utility assets).

(ii). Wastewater Utilities

The Utility shall have system maps showing wastewater utility assets indentifying or
referencing collection lines (including pipe material diameter), force mains (including pipe
material diameter), manholes, air release valves, cleanouts, pumping facilities and other
major facilities with at least enough accuracy to determine if facilities are on the correct side
of the street or in the street. For this criteria to be met, the utility must submit a verified
statement indicating it has maps and submit one sample map for a portion of its system (for
example, a map of a street, subdivision or neighborhood showing the various utility assets).
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(g). Provide a system master plan that has been prepared or updated within the last
five years.

A system master plan is an essential tool for every utility to take a forward look at their

possible growth patterns and demands to facilitate planning of system expansion and

improvements for the next 20 years. A system master plan is one that takes into account at

least all of the following:

e The utility’s existing and potential service territory;

e Description and inventory of existing system;

e Present and planned land use;

e The current and planned environmental and quality regulations and the ability of the
utility system to comply with the regulations;

e Projection of system annual demand and usage for the next 20 vears;

s Improvements necessary to meet the projection of system annual demand and uéage for
the next 20 years with these improvements categorized into priorities or phases;

s Documentation and description of costs associated with planned improvements; and

e A map or system diagram showing general location of proposed improvements.

Master plans are inherently technical documents almost always requiring the use of a
Professional Engineer. For this element to be met, a master plan certified by a Professional
Engineer must be submitted.

(h). Join InWARN (Indiana's Water/WasteWater Agency Response Network) as a
utility member.

InWARN's mission is “To support and promote statewide emergency preparedness, disaster
response, and mutual aid between water and wastewater utilities responding to major
emergencies” http://in.uswarn.org. For this element to be met, the utility must be shown on
the InWARN web-site as being a member with a completed Mutual Aid Agreement
(“MMA’™) on file.

This Elective can only be used one time during the six year time period.

(i). Maintain lost water below 12% for the most recent 12 month period.

Water Loss shall be defined and reported in a manner consistent with page W-6 (Pumping
and Purchased Water

Statistics) of the IURC Annual Report.
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(j)- Conduct a leak/loss survey in the prior year for systems with water loss greater
than 15%. '

The Utility must maintain and report evidence documenting that that a leak/loss survey has
been conducted on the utility’s entire systemn using best available technologies, the survey is
able to locate additional leaks within the survey area, and leaks found have been repaired or
have been incorporated into capital improvements to be completed within the next 12
months. Components of a typical leak/loss survey may include:

e Use of sonic leak detection technology and/or data loggers.

e Prompt repair of identified and reported leaks.

e Measurement and analysis of system or area meter data.

e System pressure analysis resulting in pressure management program(s).

(k). Reduce lost water by an additional 20% compared to water loss from the prior

year.

Water Loss shall be defined and reported in a manner consistent with page W-6 (Pumping
and Purchased Water Statistics) of the [URC Annual Report for two consecutive years.

(I). Provide the utility’s consumers educational material concerning the wise use of
water via a billing insert and provide the same or similar information on the utility’s
web-site if it has one. Information provided via billing insert should be provided
annually, at a minimum.

The educational material should contain content conceming the following major areas:
efficient lawn watering, the amount of water wasted via leaking faucets and toilets, and the
amount of water saved by using shower flow restrictors and high efficiency toilets. Examples
of such educational material can be found on the web-site of the Office of Utility Consumer
Counselor at www.in.gov/ouce or through the American Water Works Association web-site

at www.awwa.org

For this elective to be met, the ut'ility must submit a copy of the educational billing insert and
provide a link to its web-site, if it has one, providing the educational material.

(m). Develop or provide existing information regarding written financial policies and
procedures and the use of financial budgets.

In order to obtain credit for this elective, a utility needs to submit the following:

¢ Written financial policies and procedures.

e Copies of monthly financial statements for the most recent twelve month period that
show comparisons of actual amounts to budgeted amounts. Written explanations should
be provided for significant differences between budgeted and actual amounts.
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s A five-year capital budget or Capital Improvement Plan showing individual assets the
utility intends to purchase over each of the next five years.

The RCAP has prepared a document titled, “The Basics of Financial Management for Small-
community Utilities.” This guide contains an example set of financial management policies
as part of Chapter 1. This example is also available in Microsoft Word format and may be a
usetul starting point. However, as noted in Chapter 1, the “sample policies are not ready-to-
use and should not be adopted or distributed as-1s.” Chapter 2 provides information about
capital improvement plans while Chapters 3 and 4 provide operating budget information.
This document is free and can be accessed at the following web address:
http://www.reap.org/finmgmtguide.

(n). Develop or provide an existing Business Plan/Strategic Plan.

A Business Plan or Strategic Plan should include vision, mission and organizational values

statements. Contemplation of internal and external factors that could impact the utility

should be evaluated. An assessment of the utility’s strengths and weaknesses or

opportunities for improvement for the next 3 to 5 years should also be identified. An

acceptable Business Plan should provide analysis and selection of strategies in each of the

following areas of water and/or wastewater system management:

¢ Customer service '

Finance

Human resources management

Business process improvement

Short- and long-term action plans that include allocation of resources directed at

achieving the goals and strategies the utility has adopted

e A process for strategic plan development and annual review/updates that facilitate input
from customers, employees and other stakeholders

s Regulatory Compliance

{0). Participate in performance measurement program by providing additional
information requested in IURC Annual Report so that performance measures can be
calculated.

The Commission’s Water/Wastewater Division developed a Performance Measurement
program that has been incorporated into the IURC Annual Report due every April 30™, In
order to calculate all of the performance measures, additional information is required beyond
that which is necessary to complete the Annual Report. Utilities that provide the additional
information will receive credit for this elective. :

Utilities that participate in the performance measurement program will receive their results
along with the results of other utilities that provide the necessary information. To understand
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the additional information required to participate in the performance measurement program,
please review the [URC Annual Report.

(p)- For utilities that elect to participate in the performance measurement program
within the first two years, improve 85% of the performance measures by 10% over a
three year period without decreasing performance for the remaining 15% of the
performance measures.

Given the requirements of this elective, a utility could only receive credit for this elective in
the fourth year if the utility participated in the performance measurement program in year
one or in the fifth year if the utility initiated participation in year two.

(q). At least one utility staff member participates in IURC Water/Wastewater Division
sponsored training,.

The ITURC’s Water/Wastewater Division sponsors a one-day training program that provides
traimng about [URC specific matters along with other utility issues. If at least one utility
employee attends a training program, the utility will receive credit for one elective.
Additional credits will not be provided for multiple attendees.

{(r). A member of the Clerk-treasurer’s office of municipal utility system or primary
bookkeepcr for private utilities holds a minimum of a two year accounting degree.

Provide a copy of the degree or other school documentation that supports the stated
requirements. .

{s). Clerk-treasurer attends or has attended the Indiana Statc Board of Accounts clerk-
treasurer training within the last two years.

Provide documentation that supports attendance or a verified statement of attendance.

Information about the training can be found on the Indiana State Board of Accounts website
at http://www.in.gov/sboa/index.htm.

(t). Two currently serving board members or city/town council members attend
Alliance of Indiana Rural Water’s Management Conference during the most recent
twelve month period.

Provide documentation that supports attendance for two board members or city/town council
members.

Information about the conference can be found on the Alliance of Indiana Rural Water’s
website at htip://www.inh2o.ore/.

15



Appendix II: Forms

Rate Case Cause No. fDate Appr ove d

‘from Tast e

Descripion © | RateOrder

enue Requu ements for Annual Rate Inereaee Program o
Year2 | Year3 Yeard Year5

NléOrpefating Expenses ne
 2-Paymentinlienof Taxes S I R
‘:AMB'Extensions & Replacements e -

© 4 Taxes Other Than Income T T S

5 Prior Year "Cost" Increases (Cumulatlve) ) o - - - - -
6 Revenue Requirement Subject to Annual Increase R i ' ~ 1 - = , -
7 Times: Annual Cost Index (IURC Small Utility Cost Index) N/A | S : ‘ o - :
' §:Amwal Revenue Increase T - T ' e
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ATTACHMENT 2A

ARP Guidelines
Alternative Regulatory Ratemaking Procedure
for Small Water and Wastewater Utilities

Introduction

Subject to all qualifications, conditions, limitations and requirements stated herein, a
small water or wastewater utility may increasc its base rates five (5) limes from the date of its
most recent general rate order. No increase as described herein shall be authorized to commence
later than six years from the date of the utility’s most reeent general rate order.

A participating utility’s annual increase will be limited to a factor applied to eligible .

expenses identified by the Indiana Utility Regulatory Commission (“Commission™) in the
participating utility’s ratc order. This factor shall be the Annual Cost [ndex deseribed below.

A. Utilitv Eligibilitv Requirements

A water or waslewater utility must meet the following requirements in order to be cligible
to participate in this program: ’

(a) the utility serves fewer than 3,000 customers;

(b) the utility primarily provides retail service to residential custoiners;

(c) the utility does not serve extensively another utility;

(d) the utility’s current rates were sct by a general rate order issued affer Januayy 1, 2011;

(¢} before each annual increase, the utility has met all mandatory program elements as
described herein;

(f} before each annual increase, the utility has met the requisite number of elective
program clements as described herein; and

(g) before each annual increase, the utility has made the filings as required by this
program and received Commission approval.

1. Mandatory Program Requirements

In order to participate and continue to participate in the program, each utility shall meet
the mandatory program elements as set [orth below (also listed in Appendix A) at the time the .
utility applies for the annual increase. '




Every utility must satisfy the {ollowing Mandatory Program Requirements:

(a). Remain current with IURC requirements,

(b). Provide Indiana Dcpartment of Environmental Management (“iDEM™) information,
and

(c). The utility must be a member of Indiana Underground Plant Protection Scrvice
($6IIJPPS5>)

2. Elective Program Requirements

In order to participate and continue to participate in the program, each utility must select
and satisfy the requisite number of elective program requirements as set forth below, {also lisied
in Appendix A). For the first three annual rate increases, an electing utility must select and
satisty four electives cach ycar. For the fourth year, an electing utility must sclect and satisfy
five electives. For the fifth year, an electing utility must select and satisfy six electives. For
each applicable year, all electives shall be completed prior to implementation of the annual rate
increase.

Each elective can be used each year for all five increases provided the conditions for the
elective are met and supporting documents provided to the ITURC at the time of application. This -
applies lo all electives except the one to “Join InWARN” which can only be used one time.

>

{a). Provide an Assct Management Plan that has been prepared or updated within the last
three years.

(b). Develop or provide existing Standard Operating Procedures.

(e). Complete the Water System Self Evaluation questionnaire provided by the Maryland
Center for Environmental Training.

(d). Complete Security Vulnerability Assessment and Emergency Response Plan.

(e). Complete and document routine maintenance across all program areas as applicable
to the utility.

(f). Develop or provide existmg map of utility system asscts.




(g). Provide a system Master Plan that has been prepared or updaled within the last five
years.

(h). Join Indiana’s Water/Wastewater Agency Response Network (“InWARN) as a
utility member,

(1). Maintain loslL water below 12% for the most recent 12 month period.

(). Conduct a leak/loss survey in the prior year for sysiems with water loss greater than
15%.

(k). Reduce lost water by 20% compared to water loss from the prior year.

(). Provide to the ulility’s consumers, at least annually, educational material concerning
the wise use of water via a billing insert and provide the same or similar information on
the utility’s web-site if it has one.

{m). Develop or provide existing information that supports the existence of written
finaneial policics and procedures and the use of financial budgets.

(n). Develop or provide an existing Business Plan/Strategic Plan.

(0). Participate in performance measurement program by providing additional
information requested in TURC Annual Report so that all performance measures can be
calculated.

{(p). For utilitics that elect to participate in the performarnce measurement program within
the first two years, improve 85% of the performance measures by 10% over a three year
period without decreasing performance for the remaining 15% of the performance
measures.

(q). At least one utility staff member participates in IURC Watcr/Wastewater Division
sponsored training.

{r). A member of the Clerk-Treasurer’s office of municipal utility system or primary
bookkeeper for private utilities holds a minimum of a two year accounting degree.

{s). Clerk-Treasurer attends or has attended the Indiana State Board of Accounts Clerk-
Treasurer training within tbe last two years.




(1). Two ewrently serving board members or city/town council members attend Alliance
of Indiana Rural Water’s Management Conference during the most recent twelve month
period.

3. Annual Rate Increase Calculation

A participating utility’s annual increase will be limited to a factor applicd to the Eligible
Expenses identified by the Commission in the partieipating utility’s rate order. This factor shall

be determined annually and designated as the “Annual Cost Index”. In any rate order issuedic a o

water o1 wastewater utility with fewer than 3,000 customers, the Commission shall list the
eligible expenses that may be multiplied by the Annual Cost Index.

4. Annuoal Cost Index

For each calendar year, Commission staff shall establish the Annual Cost Index based on "
a weighted composite of the latest annual indices eomposed of Labor Index ECT (47.51%), '
Industrial Electrie Power PPI (10.53%), Industrial Chemicals PPT (2.7%), and Other eosts-CPT
(39.26%) by January 31% of each year.

The Annual Cost Index will apply to all annual increase filings for the twelve month
period the index is in effeet. Utilities that elect to skip a year, or more, or opt 10 not apply the
full Annual Cost Index factor increase in any given vear, are not permitted to select a potentially
larger Annual Cost Index from a previoushyskipped year, but instead, will be required to apply
the Annual Cost Index in effect for the year the annual increase application is filed.

5. Limitations on Increases

The increases authorized under this program shall not exceed 7.3% per year. Cumulative
inereases shall not exceed 25% on eligible expenses.

Investor-owned utilities will not be eligihle to receive an annual inerease in any vear -
where the utility’s eamings result in a retum that exceeds the return authorized in the utility’s
most recent rate order. The return will be determined using Schedule F-4 of the IURC Annual
Report. Utilities will be provided with an opportunity to provide a corrected Schedule F-4 if the
utility can show it is not earning in excess of its authorized return.

For a utility that participates in this program and also implements a Distribution System -
Improvement Charge (“DSIC™)., the utility customers could reeeive a rate increase more
frequently than everv twelve months. Utilities are encouraged to make their best efforts to -
combine a DSIC increase with an annual program increase where the two will be close together
to limit customer confusion. Anv DSIC rate approved by the Commission mav not excecd the -
statutory cap on DSTIC revenues based on the utility’s base revenues as determined in its most

recent general rate case. excluding annual ARP increases.




6. Eligible Expenses

Eligible expenses shall he limited to Extensions and Replacements (E&R. - municipal and
not-for-profit only) and operating expenses including, but not limited to, the following:

Salary and Wages, Chemical Expense, Pension and Benefits, Bad Debt Expense,
Purchased Power Expensc, Contractual Services, Maintenauce, Transportation, [nsurance,
Materials and Supplies, Miscellaneous Expenses, Bad Debts, Renl Expense, and Postage.

7. Ineligible Expenses and Revenue Requirements

The following expenses and revenue requirements are not eligible for inereases under this
program:

Debt Service, Depreciation, Retum on Rate Base, Any Amortized Expense, Purchased
Waler and Purchased Wastewater Treatment expense. Thus, when considering investor-owned
utilities, the net operating income (rate hase times weighted cost of capital) and the associated
income taxes will be the same amounts caleulated and approved in the last rate case,

The annual revenue increase will not be augmented with a separate calculation for taxes
and expenses related to revenue such as the Utility Receipts Tax and the TURC fee. However, an
increase 1o these amounts is provided because the amounts approved in the rate case will be
increased by the Annual Cost Index. Any differences that would be generated from a more
precise calculation are not material and do not warrant the additional complexity that would be
required. '

Because it is difficnlt to contemplate all possible adjustments to eligible expenses,
additional adjustments may be made. Tlowever, these adjustments will be limited and will be .
consistent with the items outlined in this document.

8. Expenses and Revenue Requirements to be Eliminated from Rates

(a) As part of any general rate order for a utility with fewer than 3,000 cnstomers, the
Commission shall identify any revenue requirement scheduled or otherwise anticipated to
discontinne within six years of the rate order, along with the year the revenue requirement will
be discontinued. Such identified revenue requirement shall inelude but not be limited to debt
service for loans paid in full, amortizations of debt service reserve, working capital, rate case
expense or other amortized revenue requiremnent that has been completely amortized thus fully
recovered in rates. If a utility has a fully funded debt service reserve, then the Commission may -
- consider this in delermining when to remove debt service from revenne reqnirements.

Therefore, an ordering paragraph may be stated as follows:




If XYZ Utility, Inc. elects 1o participate in the Program, the eligible operating
expenses to which the Annual Cost Index will be applied are $132,453. This
amouni exchides $46,271 approved for purchased water. All other components of
the revenue requirement will remain unchanged except that in years four and five,
operatiug cxpenses shall be reduced by $15,000 related to rate casc cxpense
amorlization. Also, in year five, deht service will be excluded to reflect full
payment of the utility’s cutstanding debt obligations.

(b) In the case of a utility rate order that does not identify any such expenses, the utility
may request that the Commission identify any such expenses such as debt service, deht service

reserve, working capital, or rate case expensc and determine which such revenue requirements "

should be considered 1o expire within six vears of the rate order. A utility shall identify in its
application any such authorized revenue requirement when it applies for participation in the -
prograrm.

{¢} In exchange for continued participation in this Program, the utility shall eliminale
from its rates any such revenue requirerment identified by the Commission, The removal of such
revenue requirement from rates shall occur no later than the next annual rate adjustment
following the anticipated or actual expiration of the revenue requirement, whichever first shall
OCCUr.

9, Application Proccss

A participating utility shall request each amnual rale increase through the 30-day filing &

process. Under existing 30-day filing procedures, the OUCC will receive a copy on the filing -
date.

Each year thereafter, the participating utility shall file for the increase through the 30-day :
filing process. In the event a utility fails to request an increase in a given year, the utility is not
prohibited from filing in subsequent years; however, the utility is not permitted to add increases
from vears in which it failed to request an increase or elected to not apply the full allowed
increase.

Each utility shall complete and submit the one page form provided in Appendix B aleng ¢
with documentation supporting the utility’s completion of the Mandatory Program Requirements -
and the Elective Program Elements selected.

A utility will not be permitted to implement its first annual increase until after 12 months

have passed from the date of the utility’s most recent rate order. Similarly, subscquent annual -

increases may not be implemented until 12 months have passed from the date the utility’s most .
recent annual increase was implemented. These provisions do not apply to rate increases that are ©,
phased-in over time. However, utilities are encouraged to make their best efforts to combine a "
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phased-in rate increase with an annual increase where the two will be close together to limit - L

custorner confusion,

Utilities that received a rate order afler January 1, 2011, but before the order date of the
Commission order approving this program, will have the opportunity to apply for frve annual
rale increases during the six year period ending after the date an order is issued approving this

program.

10. Simultaneous Applications Prohibited

A participating utility shall not submit a request for general rate increase while an
application for rate adjustment under this Program is pending. Onee-a-pacticipatinewiility-filesa

Petitionforgeneralrote-inereaser—ony—pendine application- for-apnual-rate inerease-shellbe
deemred-withdrasvr: Once a participating utility has filed a general rate increase, any subsequent

application for annual rale increase from a prior order shall not be considered.




Appendix A: Program Elements

1. Mandatory Program Requirements:

Note: If a utility belicves the content of its submissions is confidential, it must contact the
Indiana Utility Reguiatory Commission’s (“IURC” or “Commission™) Water/ W astewater
Division Director before submitting that information.

(a). Curreut with IURC requirements

¢ Complete and current IURC Annual Report must be on file with the Commission. A
complete TURC Annual Report is one that complies with the directions contained in the
annual report forms and accurately reporis financial slatement information. Completion
of data for the performance measurement programm is not required unless the utility
chooses performance measures as one of its electives. However, all ulilities are
encouraged to provide all of the performance measurement data requested even if they do
not plan to participate in the Prograrm.

e All affiliated contracts must be on file with the Commission.

e All compliance requirements outlined in Commission orders must be current.

e An IURC approved tariff must be on file with the Commission.

¢ A valid Certificate of Territorial Authority held where required for wastewater utilities.

¢ Investor-owned and not-for-profit utilities should be current with Public Utility Fee
payments.

(b). Provide IDEM Information to the ITURC

Provide its Indiana Department of Environmental Management (IDEM) National Pollutant
Discharge Elimination System (“NPDES™) (wastewater) and/or Public Water Systern
Identification Number PWSID (water) and information concerning its IDIZM certified
operators and compliance with permit requirements as indicated-fotlerwing:

+ [Fach utility shall identify its operator(s) by name, operator number and class.

s A summary of continuing cducation activity for the previous calendar year shall be
provided showing fulfillment of the required contact hours for their specific operator
class.

e A statement concerning compliance with permit requirements for the previous calendar

year.

327 1AC 8-12 governs the certification of waler system operators, establishes appropriate
Classes of certification, and establishes the required continuing education requirements for
each class.




327 TAC 5-22 governs the certification of wastewater treatment plant (WWTP) operators,
establishes appropriate Classes of certification and establishes the required continuing
education requirements for each class.

{c). Indiana Underground Plant Protection Service (IUPPS) membership

The primary purpose of IUPPS (also known as Indiana811 or Call Beforc You Dig) is to
operate and maintain a statewide toli-free one-call notification system to prevent the damage
of underground facilities and to facilitatc public safety. Sec www.indiana811.org. For this
element to be met, the utility must be shown on the ITUPPS web-site as being a member or

otherwise demonstrate membership.

Elective Program Elements:

{a). Provide an Asset Management Plan that has been prepared or updated within the
Iast three years.

The United States EPA defines Assct Management as a “desired level of service for what yon
want vour assets to provide at the lowest life cvcle cost. Lowest life cycle cost refers to the
best appropriate cost {or rehabilitating, repairing, or replacing an asset.”

An Asset Management Plan (“Plan”). “Monitors and manages the asset wear-out
processes and defines the most cost-effective rate of reinvestment.” A utility’s Plan
should inclnde an inventory or data base of current assets and the condition and
maintenance performed and to be performed on those assets.

To meet this clective, the utility must submit one of the following that has been prepared or
updated within the last three years:

e MY CUPSS Plan ({EPA’s Check Up Program for Small Systems)
seweveshittp://water epa. pov/infrastructure/drinkingwater/pws/cuppss populated with

information speeific to the utility; or

{ Field Code Changed

¢ An asset management plan developed by the utility that contains at least all of the
elements of the MY CUPSS Plan.
The EPA’s CUPSS program is available at no cost.

(b). Develop or provide existing Standard Operating Procedures (SOPs).

Utility shall develop and maintain standard operating procedures for all significant pieces of
equipment, processes and office duties. Elements of the procedures may include:



e Start-up Procedures

¢ Shut-down Procedures

¢ Daily Routine Operations

e Safety Practices and Procedures

¢ Maintenance Procedures

e Troubleshooting Procedures

* Testing and Monitoring Protocol

¢ Operational Forms and Reports

* Figures and Diagrams

*  Day-to-day office tasks

‘The Rural Community Assistance Partnership (RCAP) has prepared a dosument titled, “The
Big Guide for Small Systems: A Resource for Board Members.”™ This guide contains an
cxample set of SOPs in its Appendix A. This example is also available in Microsoft Word
format and may be a useful starting point. However, as noted in the Appendix, the document
is 2 *100l.” “I is not ready-to-use and should not be distributed as~is.” This guide is free and
can be accessed at the following web address: http://www.reap.org/comnmpubs,

{c). Complete the Water System Self Evaluation questionnaire provided by the
Maryland Center for Environmental Training.

Submit a completed Water System Self Evaluation form that can be found at the following
web address: http:/fwww.meet.org/Resources/pablieations Toolkit2.html

Field Code Changed

(d). Complete a Security Vulnerability Assessment and Emergency Response Plan.

RCAP has developed a toolbox titled “Seeurity and Emergency Response Planning Toolbox.
for Small Water and Wastewater Systems.” The toolbox includes a “simple and practical
vulnerability guide” as well as “emergency-response planning instructions” and “an
emergency-response planning template” for small water and wastewater systems. The
toolbox is free and is available at the following web address: hilp://www rcap.org/toolbox.

For this elective to be met, the utility must eertify the following:

¢ a Vulnerability Assessment has been completed and/or updated within the last twelve
months consistent with the elements outlined in the RCAP guide.

* an Emergency Response Plan has been completed and/or updated within the last twelve
months consistent with the content provided in the template provided by RCAP.

Since these documents may contain sensitive information, only the certification page should

be provided to the Commission. However, Commission staff may, on occasion, request a

utility to submit the documents for review. These documents will be promptly destroyed

after the review is completed.
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(¢). Complete and document routine majntenance across all program areas as
applicable to the utility. Some examples include, but are not limited to:

¢ Exercise Valves

¢ Disiribution System Flushing

e Televise and Clean Sewer Lines

=  Well Maintcnance

e [ire Hydrant Testing

¢ Lifl Station Maintcnance

¢ Pump and Motor Maintenance

¢ Buildings and Ground Maintenance
e Vehicle Maintenance

For this elective to be met, the utility must submit a receipt from the vendor or verification of
emplavee man-hours from utility dircctor or board member which includes a description of
the maintenance performed. Written maintenance records should be available for inspcction
if requested by Commission staff.

(D). Develop or provide existing map of utility system assets,

(i). Water Utilities

The utility shall have system maps showing water utility assets indentifying or referencing
main lines (including pipe material and diameter), valves, hydrants, pumping facilities, tanks
and other major facilities with at least encugh accuracy to detcrmine if facilities arc on the
correct side of the street or in the street. For this criteria to be met, the utility inust submit a
verified statement indicating it has maps and submit one sample map for a portion of its
system (for example, a map of a street, subdivision or neighborhood showing the various
utility assets).

(ii). Wastewater Utilities

The Utility shall have system maps showing wastewater utility asscts indentifying or
referencing collection lines (including pipe material diameter), force mains (including pipe
material diameter), manholes, air release valves, cleanouts, pumping facilities and other
major facilities with at least enough accuracy 1o determine if facilitics are on the correct side
of the street or in the street. For this criteria to be met, the utility must submit a verified
statement indicating it has maps and submit one sample map for a portion of its system (for
example, a map of a street, subdivision or neighborhood showing the various utility assets).
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{g). Provide a system master plan that has been prepared or updated within the last
five years.

A system master plan is an essential tool for every utility to take a forward look at their

possible growth patterns and demands to facilitate planning of system expansion and

improvements for the next 20 years. A system masler plan is one (hat takes into account at

least all of the following:

¢ The uiility’s existing and potential service territory;

¢ Description and inventory of existing system;

e Present and planned land use;

* The current and planned environmental and quality regulations and the ability of the
utility system to comply with the regulations;

¢ Projcction of system annual demand and usage for the next 20 years;

¢ Improvements neccssary to meet the projection of system annual demand and usage for
the next 20 years with these improvements categorized inlo priorities or phases;

e Documentation and description of costs associated with planned improvements; and

* A map or system diagram showing general location of proposed improvements.

Master plans arc inherently technical documents almost always requiring the use ofa
Profcssional Engineer. For this element to be met, a master plan certified by a Professional
Engineer must be submitted.

(h). Join InWARN (Indiana's Water/WasteWater Agency Response Network) as a
utility member.

InWARN's mission is “To support and promote statewide emergency preparedness, disaster
response, and mutual aid betwecen water and wastewater utilities responding to major
emergencies” See-wwayshttp://in.uswarn.org. For this element to be met, the utility must be
shown on the IN'WARN web-site as being a member with a completed Mutual Aid
Agreement (“MMA™) on file.

This Elective can only be used one time during the six year time period.

(i). Maintain lost water below 12% for the most recent 12 month period.

Water Loss shall be defined and reported in a manner consistent with page W-6 (Pumping
and Purchased Water

Statistics) of the IURC Annual Report.
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(j). Conduct a leak/loss survey in the prior year for systems with water loss greater
than 15%.

The Utility must maintain and report evidence documenting that that a leak/loss survey has
been conducted on the utility’s entire sysiem using best available technologies, the survey is
able to locatc additional leaks within the survey area, and leaks found have been repaired or
have been incorporaled into capital improvements to be completed within the next 12
months. Components of a typical leak/loss survey may include:

¢ Use of sonic leak detection technology and/or data loggers.

e Prompt repair of identified and reported leaks.

¢ Measurement and analysis of system or arca meter data.

¢ System pressure analysis resulting in pressure management programg(s).

(k). Reduce lost water by an additional 20% eompared to water loss from the prior
year.

Water Loss shall be defined and reported in a manner consistent with page W-6 (Pumping
and Purchased Water Statistics) of the IIURC Annual Report for two consecutive years,

(). Provide the ntility’s consumers edueational material concerning the wise use of
water via a billing insert and provide the same or similar information on the utility’s
web-site if it has one. Information provided via bifling insert should be provided
anneally, at a minimam,

The educational material should contain content concernimng the following major areas:
efficient lawn watering, the amount of water wasted via leaking faucets and toilets, aud the
amount of water saved by using shower flow restrictors and high efficiency toilets. Examples
of such educational material can be found on the web-site of the Office of Utility Consumer
Counselor at wwwv.in,gov/ouce or through the Ameriean Water Works Association web-site

at www.awwa.org

For this elective to be met, the utility must submit a copy of the educational billing insert and
provide a link 1o its web-site, if it has one, providing the educational material.

(m). Develop or provide existing information regarding written financial policies and
procednres and the use of financial bundgets.

In order to obtain credit for this elective, a utility needs to submit the following:

¢ Written financial policies and procedures.

¢ Copies of monthly financial statements for the most recent twelve month period that
show comparisons of actual amounts to budgeted amounts. Written explanations should
be provided for significant differences between budgeted and actual amounts.
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e A five-year capital budget or Capital Improvement Plan showing individual assets the
utility intends to purchase over each of the next five ycars.

The RCAP has prepared a document titled, “The Basics of Financial Management for Smail-
community Utilities.” This guide contains an example set of financial management polictes
as part of Chapter 1. This example is also available in Microsoft Word formal and may be a
useful starting point. However, as noted in Chapter 1, the “sample policics are not ready-to-
use and should not be adopted or distributed as-is.” Chapter 2 provides information about
capital improvement plans while Chapters 3 and 4 provide operating budget information.
This document is frec and can be aceessed al the following web address:

http:/Awww.reap.org/finmemtguide.

(n). Develop or provide an existing Business Plan/Strategic Plan.

A Business Plan or Strategic Plan should include vision, mission and organizational values

statements. Contemplation of internal and external factors that could impact the ulility

should be evaluated. An assessment of the utility’s strengths and weaknesses or

opportunities for improvement for the next 3 to 5 years should also be identified. An

acccptable Business Plan should provide analysis and selection of strategies in cach of the

following areas of watcr and/or wastewater system management:

* Customer scrvice

e Finance

* Human resources management

* DBusiness process improvement

e Short- and long-term action plans that include allocation of resources directed at .
achieving the goals and stratcgies the utility has adopted;-and

e A process for strategic plan development and annual review/updates that facilitate input
from customers, employees and other stakeholders:

* Regulatory Compliance

(o). Participate in performance measurement program by providing additional
information requested in [URC Annual Report so that performance measures can be
calculated.

The Commission”s Water/Wastewater Division developed a Performance Measurement
program that has been incorporated into the JURC Annual Report due every April 30" In
order 1o calculate all of the performance measures, additional information is required beyond
that which is neccssary to complcte the Annual Report. Utilities that provide the additional
information will receive credit for this elective.

Utilities that participate in the performance measuremnent program will receive their results
along with the results of other utilities that provide the necessary information. To understand
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the additional information required to participate in the performance measurement program,
please review the IURC Annual Report.

{p). For utilities that elect to participate in the performance measurement program
within the first two years, improve 85% of the performanee measures by 10% over a
three year period without decreasing performance for the remaining 15% of the
performance measures.

Given the requirements of this elective, a utility could only receive credit for this elective in
the fourth year if the utility participated in the performance measurement program in year
one or in the {ifth year i the utility initiated participation in year two.

(q)- At least one utility staff member participates in IURC Water/Wastewater Division
sponsored training.

The TURC"s Water/Wastewater Division sponsors a one-day training program that provides
training about IURC specific matters along with other utility issues. If at least one utility
emplovec attends a training program, the utility will receive credit for one elective.
Additional credits will not be provided for multiple atiendees.

(r). A member of the Clerk-treasurer’s office of municipal utility systein or primary
bookkeeper for private utilities holds a minimum of a two year accounting degree.

Provide a copy of the degree or other school deeumentation that supports the stated
requirements.

(3). Clerk-treasnrer attends or has attended the Indiana State Board of Acconnts clerk-
treasurer training within tbe last two years.

Provide documentation that supports attendance or a verified statement of attendance.

Information about the training can be found on the Indiana State Board of Accounts website
al http:/f'www.in.cov/sboa/index.htm.

(). Two currently serving board members or city/town council members attend
Alliance of Indiana Rural Water’s Management Conference during the most recent
twelve month period.

Provide documentation that supports attendance for two board members or city/lown council
members.

Information about the conference can be found on the Alliance of Indiana Rural Water™s
website at http://www.inh2o0.org/.




Appendix II: Forms

“VR'é;'r.'Reqrhts. f R
from last
Rate Order . ¢

$ -
_ 2-Payment in Lieu Qf_Taxes = L - '7 3 -
3'Extensions & Replacements L -
4 Taxes Other Than Income -
3 Prlor Year "Cost" Increases (Cumulame) - - - -
| 6 Revenue Requirement Subjeet to Annual Inerease : - - - -
|7 Times: Annual Cost Index (IURC Small Utility Costlndex) :
" 8! Anmual Revenue Increase . - -
. 9 Allowable but Unadjustable Operating Expense - - .
‘100 Workmrr Capifal - - - -
: 11 Debt Service | - - - -
:12 Total Revenue Requirements e - - - -
13 Less; Interest Income o 5 : : _ - - - -
‘14 iOther Revemes ] T - - L - S .
- 15:Net Revenue Requirements : - . - -
16-Less::Revemues at Curte Rates : - : - - .
17Required Revemme Inerease 8 oS- s - 8 - 8 - S
]B Re_ygn_ne_:_Nm_‘ Sub]eer fo Increase atPresrerntRales . : $ - . $ - 5 - % T
19 Revenue SubJecf 0 Ing__re_as_,e (Lme 16 Line 18) b - $ - $ - 5 - $ - -
20 Pereentage Inerease (Line 17/Line 19) | #DIVA! . DIVl | #DIV/OI | . eDIVOL | #DIviol . #DIV/aL
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'Regulatory Ratemaking Procedure for Small Water and Wastewater Utilities
Investor-Owned Utility Form

'Utility Name: .
. -Rate Case Cause No./Date Approved:

__Rev.Reqms, | |
. fromlast |

K e Revenue Requirements for Annual Rate Increase Program
. Rate Order . Adj ‘ : ’

Year2 . XYeard - Yeard | Year §

ClopemtmgBwenses 0 s a8 ooy . s e s

! 2.Taxes Other Than Income - L : o

rior Year "Cest" Increases (Cumulative)

S Times: Anmwal Cost Index (IURC Small Uslity CostIndex) ____ N/A _ .
. 6/Total: Adjustable Reverue Requirements SO IV T T .

i 7:Alloweble but Unadjustable Operating Expenses . - ) - ' - . - R
. 8 Depreciation Expense RN 1 DR S O B ‘ ;
. 9:Income Taxes = o . e N o -
‘10 Net Operating Income 1 -
11 Total Revenue Requirements N o -

:Less Revenues at Current Rates

P .

- 14:Revenue Not Subject (o Increase at PresentRates . ...8 - 8 - % - % - s

F

16 er(,entage Inueage(LmeB/Lme . 5) “ | V#Drv/m , P DN/OI r #Dlv/ol . /0!' P -
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