From: Lynn, Dana

To: Peerman. Kassi

Cc: Gassert, Curt

Subject: FW: 30-Day Filing #50134 ASU

Date: Friday, June 01, 2018 9:52:59 AM

Attachments: 44676 American Suburban Utilities ASU Phase 11 Rate Calculation 031717 w rate red.xlsx
Kassi —

Please submit this email as a transmittal to 30-Day Filing #50134. The supplemental information
that was submitted by the utility yesterday refers to my May 2, 2018 email. Thus, to have a

complete record in the file, we need to include the email below.

Thanks,

Dana

From: Lynn, Dana

Sent: Wednesday, May 02, 2018 10:38 AM

To: 'Kile, Nicholas' <Nicholas.Kile@btlaw.com>

Cc: Gassert, Curt <cgassert@urc.IN.gov>; Margaret Stull (mstull@oucc.IN.gov)
<mstull@oucc.IN.gov>

Subject: 30-Day Filing #50134 ASU

Good morning Nick —

I am writing because I have concerns with ASU’s 30-day filing as submitted. The Commission’s
Order in Cause No. 45032 (Order) required each Respondent to submit revised tariff sheets
reflecting the new tax rate applicable to Respondent as a result of the Act. Submissions were to be
filed under the Commission’s 30-day filing process. The Order states “[t]he revised Rates and
Charges shall be designed to remove the difference between (1) the amount of federal taxes that
the given Rate or Charge was designed to recover based on the tax rate in effect at the time the Rate
or Charge was approved, and (2) the amount of federal taxes that would have been embedded in
the given Rate or Charge had the new tax rate applicable to Respondent as a result of the Act been

in effect at the time of approval.”

ASU’s 30-day filing appears inconsistent with the directives of the Order. Specifically, ASU claims
that given it selects the second option under 170 IAC 8.5-4-32, ASU can reflect 50% of the income
tax on the CIAC in rates. There is nothing in 170 IAC 8.5-4-32 that allows for such recovery. I
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MARCH 17, 2017
INDIANA UTILITY 
REGULATORY COMMISSION




Billing for Headworks

		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana



		L3 Billing for Headworks

						Amount				Cumulative

		Date Billed				Billed				Amount

		7/3/13				$   100,000.00				$   100,000.00

		7/13/13				100,000.00				200,000.00

		8/19/13				70,000.00				270,000.00

		8/19/13				30,000.00				300,000.00

		4/4/14				20,000.00				320,000.00

		4/11/14				20,000.00				340,000.00

		5/8/14				153,532.00				493,532.00

		11/20/14				40,000.00				533,532.00

		1/22/15				10,000.00				543,532.00

		6/16/15				220,000.00				763,532.00

		7/9/15				45,000.00				808,532.00

		7/21/15				35,000.00				843,532.00

		1/12/16				15,000.00				858,532.00

		1/28/16				10,000.00				868,532.00

		2/18/16				10,000.00				878,532.00

		3/3/16				5,000.00				883,532.00

		3/31/16				95,000.00				978,532.00

		5/3/16				20,000.00				998,532.00

		6/2/16				50,000.00				1,048,532.00

		7/7/16				50,000.00				1,098,532.00

		7/21/16				200,000.00				1,298,532.00

		7/22/16				100,000.00				1,398,532.00

		7/28/16				200,000.00				1,598,532.00

		8/24/16				30,000.00				1,628,532.00

		12/1/16				200,000.00				1,828,532.00

		1/18/17				10,000.00				1,838,532.00

		1/31/17				105,993.00				1,944,525.00

		2/23/17				30,075.00				1,974,600.00









&"Arial,Regular"WORKPAPER




UPIS

		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana



		Net Original Cost Rate Base - Proof of Order and Calculation of Phase II

														Adjusted

				March 31,				Adjustments						March 31,				Adjustments

				2015				Amount		Ref.				2015				Amount		Ref.				Phase II



		Wastewater Plant in Service		$   17,636,363				$   (70,011)		(1)				$   17,432,460				$   2,351,074		(6)				$   23,390,929

								(180,968)		(2)								(59,182)		(7)

								32,805		(3)								1,716,000		(8)

								14,271		(4)								(24,023)		(9)

																		1,974,600		(10)



		Furniture and Equipment		675,237										675,237										675,237



		Vehicles		316,959										316,959										316,959



		Total Utility Plant in Service		18,628,559				(203,903)						18,424,656				5,958,469						24,383,125



		Less:  Accumulated Depreciation		(5,104,584)				72,208		(5)				(5,032,376)				83,205		(11)				(5,900,390)

																		(879,681)		(12)

																		(64,232)		(13)

																		(7,306)		(14)



		Net Utility Plant in Service		13,523,975				(131,695)						13,392,280				5,090,455						18,482,735



		Less: Net CIAC		(6,590,571)										(6,590,571)				(29,660)		(15)				(6,303,969)

																		315,790		(16)

																		406		(17)

																		66		(18)



		Less:  Advances for Construction		(37,900)										(37,900)										(37,900)



		Net Original Cost Rate Base		$   6,895,504				$   (131,695)						$   6,763,809				$   5,377,057						$   12,140,866































&"Arial,Regular"EXHIBIT A


&"Arial,Regular"- &P -	




Adj UPIS

		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana



		Detail of Adjustments





		(1)

		To adjust "Wastewater Plant in Service" for the eight L-3 Corporation Invoices added

		in 2012 for the Cottages Lift Station.



		Adjustment - Decrease												$   (70,011)



		(2)

		To adjust "Wastewater Plant in Service" for the disallowed cost of the County Home

		Wastewater Treatment Plant from 1999.



		Adjustment - Decrease												$   (180,968)



		(3)

		To adjust "Wastewater Plant in Service" for expenses from the test year that were

		agreed to be capitalized in Phase I.



		2014 Expenses								$   29,971

		2015 Expenses								2,834



		Adjustment - Increase												$   32,805



		(4)

		To adjust "Wastewater Plant in Service" for the Water Back Up Generator from 2004.



		Adjustment - Increase												$   14,271



		(5)

		To adjust "Accumulated Depreciation" to the calculated amount per the Order.



		Adjustment - Increase												$   72,208



		(6)

		To adjust "Wastewater Plant in Service" for the Big 3 Project for the Lessor of the Approved or

		Actual Costs.



		Total Big 3 Construction Costs								$   3,378,883



		Pre Approved Amount				$   2,100,000

		Easement Acquisition Costs				148,919

		Dewatering Allowance				100,000

		Capitalized Expenses from Test Year				2,155

		Total Big 3 Approved Amount								$   2,351,074



		Adjustment - Increase												$   2,351,074









		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana



		Detail of Adjustments

		(Continued)





		(7)

		To adjust "Wastewater Plant in Service" for the plant retirements associated with

		Big 3.



		Adjustment - Decrease												$   (59,182)



		(8)

		To adjust "Wastewater Plant in Service" for the Klondike Road Project up to the

		approved amount of $1,716,000.   Note that the Order stated the capitalized  expenses

		were for projects allowed in Phase III but upon further inspection are Klondike Road Project

		expenses which is Phase II.



		Expenses from Test Year Associated with Klondike Road								$   49,590

		Klondike Road Construction Costs								1,703,720

		Total Klondike Road Construction Costs								$   1,753,310



		Approved Amount Klondike Road								$   1,716,000



		Adjustment - Increase												$   1,716,000



		(9)

		To adjust "Wastewater Plant in Service" for the plant retirements associated with

		Klondike Road.



		Adjustment - Decrease												$   (24,023)



		(10)

		To adjust "Wastewater Plant in Service" for the CE-III Phase I Project up to the

		approved amount of $1,975,200.



		Total CE-III Phase I Construction Costs								$   1,974,600



		Approved Amount CE-III Phase I								$   1,975,200



		Adjustment - Increase												$   1,974,600





		(11)

		To adjust "Accumulated Depreciation" for the plant retirements associated with

		Big 3 and Klondike Road (shown in Adjustments 7 and 9).



		Big 3 Retirement								$   59,182

		Klondike Road Retirement								24,023



		Adjustment - Increase												$   83,205





		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana



		Detail of Adjustments

		(Continued)





		(12)

		To adjust "Accumulated Depreciation" for depreciation since March 31, 2015.



		Adjusted Utility Plant in Service at March 31, 2015								$   18,424,656

		Less:  Land and Land Rights (Sewer)								(66,326)

		Depreciable Utility Plant in Service								18,358,330

		Times:  Annual Depreciation Rate								2.50%

		Annual Depreciation								458,958

		Divided by:  Twelve								12

		Monthly Depreciation								38,247

		Times: Number of Months (April 2015 to February 2017)								23

		Calculated Depreciation Expense								879,681



		Adjustment - Decrease												$   (879,681)



		(13)

		To adjust "Accumulated Depreciation" for depreciation on Big 3.



		Total Big 3 Approved Amount								$   2,351,074

		Less:  Land and Land Rights								(148,919)

		Total Big 3 Depreciable Amount								2,202,155

		Times:  Annual Depreciation Rate								2.50%

		Annual Depreciation								55,054

		Divided by:  Twelve								12

		Monthly Depreciation								4,588

		Times: Number of Months (January 2016 through February 2017)								14

		Calculated Depreciation Expense								64,232



		Adjustment - Decrease												$   (64,232)



		(14)

		To adjust "Accumulated Depreciation" for depreciation on Klondike Road.



		Total Klondike Road Construction Costs								$   1,753,310

		Times:  Annual Depreciation Rate								2.50%

		Annual Depreciation								43,833

		Divided by:  Twelve								12

		Monthly Depreciation								3,653

		Times: Number of Months (January and February 2017)								2

		Calculated Depreciation Expense								7,306



		Adjustment - Decrease												$   (7,306)





		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana



		Detail of Adjustments

		(Continued)





		(15)

		To adjust "CIAC" to allow for 2015 and 2016 CIAC added.



		Additional SDC CIAC in 2015								$   14,060

		Additional SDC CIAC in 2016								15,600



		Adjustment - Increase in CIAC												$   29,660



		(16)

		To adjust "CIAC" to allow for annual amortization of Contribution in Aid

		of Construction (CIAC).



		Contribution in Aid of Construction - Sewer as of 3/15/15								$   6,590,571

		Times:  Annual Amortization Percentage								2.5%

		Annual Amortization of CIAC								164,764

		Divided by:  Twelve								12

		Monthly Amortization of CIAC								13,730

		Times: Number of Months (April 2015 to February 2017)								23

		Calculated Amortization of CIAC								315,790



		Adjustment - Increase in Accumulated Amortization												$   315,790



		(17)

		To adjust "CIAC" to allow for annual amortization of Contribution in Aid

		of Construction (CIAC) added in 2015.



		Additional Contribution in Aid of Construction in 2015								$   14,060

		Times:  Annual Amortization Percentage								2.5%

		Annual Amortization of CIAC								352

		Divided by:  Twelve								12

		Monthly Amortization of CIAC								29

		Times: Number of Months (January 2016 to February 2017)								14

		Calculated Amortization of CIAC								406



		Adjustment - Increase in Accumulated Amortization												$   406



		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana



		Detail of Adjustments

		(Continued)



		(18)

		To adjust "CIAC" to allow for annual amortization of Contribution in Aid

		of Construction (CIAC) added in 2016.



		Additional Contribution in Aid of Construction in 2016								$   15,600

		Times:  Annual Amortization Percentage								2.5%

		Annual Amortization of CIAC								390

		Divided by:  Twelve								12

		Monthly Amortization of CIAC								33

		Times: Number of Months (January and February 2017)								2

		Calculated Amortization of CIAC								66



		Adjustment - Increase in Accumulated Amortization												$   66









&"Arial,Regular"SCHEDULE A-1
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Operating Revenues

		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana



		Calculation of Unmetered Sales at Phase I Rates and Charges

				Flat

				Rate Per				Number of				Annualized

		User Class		Month				Units (1)				Revenue

		Residences or Residential Equivalents		$   48.89				2,408				$   1,412,725

		Mobile Home		31.78				570				217,375

		Multiple Family - Per Unit		39.60				2,661				1,264,507

		Motels and Hotels - Per Unit		15.64				- 0				- 0

		Service Stations		126.12				1				1,513

		Schools (per Student, faculty and staff member		2.45				5,206		(2)		153,056

		Commercial User Estimated Use		2,678.77				1				32,145

		Annualized Non Metered Sales at Phase I Rates										$   3,081,321



		(1) Number of Units Billed by Type as of February 28, 2017

		(2)  Number of Students, Faculty, and Staff at the five schools



&"Arial,Regular"EXHIBIT B
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Adj IS

		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana



		Net Operating Income 





				Phase I Rates				

				with Phase II										Adjusted										Adjusted

				Expenses				Adjustments						Phase I Rates				Adjustments						Phase II Rates

				Per Order				Amount		Ref.				with Phase II UPIS				Amount		Ref.				with Phase II UPIS

		Operating Revenues

		Unmetered Sales		$   3,025,922				$   55,399		(1)				$   3,081,321				$   280,020		(7)				$   3,361,341

		Metered Sales		115,161				(1,470)		(2)				113,691				10,332		(7)				124,023

		Forfeited Discounts per Rate Case		14,675										14,675										14,675

		Connection Fees from Rate Case		95,000										95,000										95,000

		Total Operating Revenues		3,250,758				53,929						3,304,687				290,352						3,595,039



		Operating Expenses Per Order

		Operation and Maintenance Expenses		1,616,671										1,616,671				313						1,616,984



		Depreciation Expense		607,935				(3,738)		(3)				604,197										604,197



		CIAC Amortization		(167,163)				1,657		(4)				(165,506)										(165,506)



		Taxes Other Than Income Taxes

		FICA Tax		40,291										40,291										40,291

		Utility Receipts Tax		53,298				(7,046)		(5)				46,252				4,065		(8)				50,317

		Property Taxes		164,005										164,005										164,005

		Total Taxes Other Than Income Taxes		257,594				(7,046)						250,548				4,065						254,613



		Income Taxes		482,186				(281,289)		(6)				200,897				74,948		(9)				275,845



		Total Operating Expenses		2,797,223				(290,416)						2,506,807				79,326						2,586,133



		Net Operating Income		$   453,535				$   344,345						$   797,880				$   211,026						$   1,008,906				0
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Adj 1

		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana



		Detail of Adjustments





		(1)

		See Calculation of Unmetered Sales at Phase I Rates and Charges.



		(2)

		To adjust "Metered Sales" for the decrease in number of metered customers since March 2015.



		Minimum billing for 10,000 Gallons at Phase I Rates								$   61.24

		Times:  Annualize								12

		Annual Minimum Billing								735

		Times: Decrease in Metered Customers								2



		Adjustment - Decrease												$   (1,470)



		(3)

		To adjust "Depreciation Expense" to allow for the Utility Plant in Service as of

		February 28, 2017.



		Utility Plant in Service as of February 28, 2017								$   24,383,125

		Less:  Land and Land Rights								(215,245)

		Depreciable Utility Plant in Service								24,167,880

		Times:  Annual Depreciation Rate								2.50%

		Pro Forma Annual Depreciation Expense								604,197

		Less:  Order Amount for Phase II								(607,935)



		Adjustment - Decrease												$   (3,738)



		(4)

		To adjust "CIAC Amortization" to allow for annual amortization of Contribution in Aid

		of Construction.



		Contribution in Aid of Construction - Sewer								$   6,620,231

		Times:  Annual Amortization Percentage								2.5%

		Pro Forma Annual Amortization Expense								165,506

		Less:  Order Amount for Phase II								(167,163)



		Adjustment - Decrease in CIAC Amortization												$   (1,657)





		(4)

		To adjust "Property Taxes" for the change in tax rates for Payable Year 2015.



		Pay 2016 Taxes								$   112,457

		Less: Amount in Rate Case								(114,016)



		Adjustment - Decrease												$   (1,559)



		Note:  The amount allowed per the Order is $164,005 (page 38, third full paragraph.)

		The amount shown for Pay 2016 above includes property tax on the office and horsebarn.

		(5)

		To adjust "Taxes Other Than Income Taxes" for Utility Receipts Tax.



		Pro Forma Operating Revenues - Phase I Adjusted								$   3,195,012

		Add:  Forfeited Discounts								14,675

		Add:  Connection Charges								95,000

		Phase I Adjusted Operating Revenues								$   3,304,687

		Less: Exemption								(1,000)

		Taxable Operating Revenues								3,303,687

		Times: Utility Receipts Tax Rate								1.4%

		Pro Forma Utility Receipts Tax								46,252

		Less:  Order Amount for Phase II								(53,298)



		Adjustment - Decrease												$   (7,046)

		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana

		Detail of Adjustments

		(Continued)

		(6)

		To adjust "Income Taxes" for Indiana State Corporate Tax and Federal Corporate Tax.



		Total Phase I Adjusted Operating Revenues								$   3,304,687

		Less: Phase II Operation and Maintenance Expenses								(1,616,671)

		Less: Phase II Net Depreciation Expense								(438,691)

		Less: Adjusted Phase II Taxes Other Than Income Taxes								(250,548)

		Add: Adjusted Phase II Utility Receipts Tax								46,252

		Less: Synchronized Interest								(239,175)

		Adjusted State Taxable Income								805,854

		Times: Indiana Corporate Income Tax Rate								6.5%



		Estimated State Corporate Tax												$   52,381

		Adjusted State Taxable Income				$   805,854

		Less: State Income Taxes				(52,381)

		Less: Utility Receipts Tax				(46,252)

		Adjusted Federal Taxable Income				$   707,221



		Amount Subject to 21% Tax				50,000				$   10,500

		Amount Subject to 21% Tax				25,000				5,250

		Amount Subject to 21% Tax				25,000				5,250

		Amount Subject to 21% Tax				235,000				49,350

		Amount Subject to 21% Tax				372,221				78,166



		Estimated Federal Tax												148,516



		Total Estimated Taxes for Phase II Using Phase I Operating Revenue												200,897

		Less:  Order Amount for Phase II												(482,186)

		Adjustment - Decrease												$   (281,289)



		(7)

		See Calculation of Allowable Net Operating Income and Rate Impact for Phase II Rates.

		(8)

		To adjust "Taxes Other Than Income Taxes" for Utility Receipts Tax.



		Increase in Operating Revenues - Phase II								$   290,352

		Times: Utility Receipts Tax Rate								1.4%



		Adjustment - Increase												$   4,065







		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana

		Detail of Adjustments

		(Continued)

		(9)

		To adjust "Income Taxes" for Indiana State Corporate Tax and Federal Corporate Tax.



		Increase in Operating Receipts - Phase II								$   290,352

		Times: Indiana Corporate Income Tax Rate								6.5%



		Estimated Additional State Corporate Tax												$   18,873

		Additional State Taxable Income				$   290,352

		Less: Additional State Income Taxes				(18,873)

		Less: Additional Utility Receipts Tax				(4,065)

		Additional Federal Taxable Income				$   267,414



		Amount Subject to 21% Tax				267,414				56,157



		Estimated Additional Federal Tax												56,157



		Total Adjustment - Increase												$   75,030
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NOI

		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana

		Calculation of Allowable Net Operating Income and Rate Impact for Phase II Rates





		Calculated Rate Base				$   12,140,866

		Times:  Weighted Cost of Capital (As Authorized by Order)				8.31%

		Allowable Net Operating Income				1,008,906

		Less:  Adjusted Net Operating Income				(797,880)

		Deficit				211,026

		Gross Revenue Conversion Factor				100.000%

		Additional Revenue Required				211,026

		Times: Revenue Conversion Factor				137.591%

		Required Increase in Operating Revenues				290,352						$   208,060		Revenue Decrease

		Divide by:  Adjustable Operating Revenues				3,195,012

		Percentage Rate Increase Required				9.09%



		Pro Forma Adjustable Operating Revenue for Phase II				$   3,485,439



		Gross Revenue Change				100.000%				$   290,352

		Less:  		Bad Debt Rate		0.000%



		Sub-total				100.000%

		Less:		IURC Fee		0.108%				313



		Income Before State Income taxes				99.892%



		Less: 		State Income Tax (6.5% of Line 5)		6.493%				18,853

				Utility Receipts Tax (1.4% of Line 3)		1.400%				4,065



		Income before Federal income Taxes				91.999%



		Less:		Federal income Tax (21% of Line 8)		19.320%				56,096



		Change in Operating Income				72.679%				211,026



		Gross Revenue Conversion Factor				137.591%
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Rates 

		AMERICAN SUBURBAN UTILITIES, INC.

		Tippecanoe County, Indiana



		Schedule of Phase I and Calculated Phase II Rates and Charges





										Phase I				Phase II

		Flat Rates for One Month								Rates (1)				Rates

		Consumption Periods

		Residences or Residential Equivalents								$   48.89				$   53.33

		Mobile Home								31.78				34.67

		Multiple Family - Per Unit								39.60				43.20

		Motels and Hotels - Per Unit								15.64				17.06

		Service Stations								126.12				137.58

		Schools (per student, faculty and

		     staff member)								2.45				2.67







		Metered Rates for One Month Consumption

		Applicable to Metered Commercial Customers

		First 		10,000		Gallons				6.124				6.681

		Next		10,000		Gallons				6.076				6.628

		Next		100,000		Gallons				5.626				6.137

		Next		200,000		Gallons				5.060				5.520

		Next		200,000		Gallons				4.417				4.819

		Next		500,000		Gallons				3.397				3.706

		Over		1,020,000		Gallons				2.266				2.472





		Minimum Charge 

		Commercial User

		(based on 10,000 gallons per month)								61.24				66.81





		(1) Rates and Charges were effective December 2016.
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note that you referenced the Commission’s Final Order in Cause No. 38194 (38194 Order) for

your basis for this adjustment.

However, the Commission only took administrative notice of the 38194 Order for the procedural
process only. Moreover, on page 40 of the 38194 Order the Commission ordered that a
rulemaking regarding the cost options be undertaken. The results of the rulemaking excluded the
language you cited from the 38194 Order. Thus, I believe it is appropriate to rely on the
Commission’s Cost Option rule and not a previous order regarding whether the recovery of income

tax on CIAC should be included in rates.

With that said, I cannot approve ASU’s 30-day filing as submitted. I request ASU remove its
adjustment associated with taxable CIAC from its 30-day filing. In addition, I believe ASU has
understated the amount of decrease that results with the reduction of the federal income tax rate. I
have attached my schedules wherein I calculated a revenue decrease of $208,060, which is based
on ASU’s Phase II true-up schedules modified solely for the effects of the reduction in federal
income tax rate from 34% to 21%. After you review, please confirm if you agree with my analysis

and modify ASU’s filing accordingly.
Thank you for your consideration.

Sincerely

Dana M. Lynn

Chiel Technical Advisor
Water/Wastewater Division

Indiana Utility Regulatory Commission

(317) 232-2750

b% please consider the environment before printing this e-mail

Confidentiality Notice: This e-mail transmission may contain deliberative, confidential or other legally privileged
information that is not subject to public disclosure under Ind. Code § 5-14-3-4(b), and is intended only for the
individual or entity named in the e-mail address. If you are not the intended recipient, you are hereby notified that
any disclosure, copying, distribution, or reliance upon the contents of this e-mail is strictly prohibited. If you have
received this e-mail transmission in error, please reply to the sender, so that the Indiana Utility Regulatory
Commission's Office of General Counsel can arrange for proper delivery, and then please delete the message from
your inbox. Thank you.



