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September 1, 2015

Dear Governor Pence and

Members of the Indiana
General Assembly :

n behalf of the Indiana Utility

Regulatory Commission

(Commission), I am proud to
present the Annual Report covering fiscal
year 2015 (July 1, 2014 - June 30, 2015). The
purpose of this Annual Report, as prescribed
by Indiana law; is to provide an overview of the
Commission’s work over the past fiscal year,
the changes in each utility industry over which
it has jurisdiction, and the impact that recent
legislation has upon the Commission and the
utilities it regulates.

You may notice this Annual Report is different
from previous reports. After reviewing the
various legislative reporting requirements

and receiving feedback from stakeholders,

the Commission wanted to take the Annual
Report “back to basics” and focus on topical
reporting requirements within the context

of the past fiscal year. Our hope is that this
Annual Report will serve as a clear and concise
set of data points and information that the
legislature, executive branch, state agencies,

and the public will find relevant and useful.

In addition to this Annual Report, the
Commission will continue to provide
comprehensive information regarding

Indiana utilities and the regulatory process.

In early 2016, we will publish a Commission
Utility Guide. This guide will serve as a
foundational resource that will contain
more detailed historical and background
information, trending data, guidance to
the Commission’s regulatory processes and

procedures, and more.

You also will find that the Commission has
refined its mission statement, which can be
found on page 4, to better communicate the
work that we do for the citizens of our state.
Our renewed mission statement truly reflects
the commitment of the Commission, and our
experienced and professional staff, to serve the
people of Indiana by making decisions that are

in the public interest.

As the utility industry continues to change, the
Commission remains appreciative of the trust
and responsibility granted us by the Indiana
General Assembly and by the public.

Sincerely,

Lot d Mop—

Carol A. Stephan
Commission Chair
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About the. .
Commiission

OUR MISSION

The Indiana Utility Regulatory Commission
(Commission) is an administrative agency that
hears evidence in cases filed before it and makes
decisions based on the evidence presented in
those cases. An advocate of neither the public
nor the utilities, the Commission is required by
state statute to make decisions in the public
interest to ensure the utilities provide safe and
reliable service at just and reasonable rates.

The Commission also serves as a resource to the
legislature, executive branch, state agencies, and
the public by providing information regarding
Indiana'’s utilities and the regulatory process. In
addition, Commission members and staff are
actively involved with regional, national, and

federal organizations regarding utility issues

affecting Indiana.




Goals for FY 2016

The Commission’s goals for Fiscal Year 2016 are:

1) Continued improvement in the Commission’s
processes and procedures so that all reports,
procedural directives, and written orders are issued in
a timely manner and with the highest possible level of
soundness and clarity.

2) Continued open and transparent communication
with all stakeholders regarding utility and regulatory
matters that are within the Commission’s jurisdictional
authority and affect the citizens of Indiana.

3) Establishment of programs, outreach, and
ongoing assessment for use of the Underground Plant
Protection Account funds to lower the incidences of
excavation damages under Indiana Code chapter 8-1-
26 through public awareness, education and training,
and incentives.

4) Administration and oversight of the newly-funded
211 Services Account to provide and track referral
services regarding parental stress issues, domestic
violence, infant mortality, veterans issues, services for
senior citizens, services for vulnerable children, and
public health issues.

5) Ongoing education and engagement with
stakeholders at the state and national levels regarding
cyber and physical security issues that affect Indiana’s
utilities.

6) Continued discussions with utilities regarding

the development of supplier diversity procurement
goals, and the need for education and recruitment of a
diverse workforce in the utility industry.

Regulatory
Responsibility

The Commission was created by and receives its
authority from Indiana Code Title 8, which sets
forth the types of utilities under the Commission’s
jurisdiction and the framework for the Commission’s

determinations.

The Commission regulates various aspects of Indiana
public utilities’ business including rates and charges,
financing, bonding, environmental compliance plans,
and service territories. The Commission has regulatory
oversight concerning construction projects as well as
acquisition of additional plant and equipment assets. It
also has authority to initiate investigations of regulated
utilities’ rates and practices, and promulgates rules
governing utility service and various processes and
procedures.

The bi-partisan Commission consists of five
Commissioners who are appointed by the governor

for four-year terms. A dedicated and well-educated
professional staft with various degrees in accounting,
finance, economics, engineering, and law advise the
Commission regarding regulatory matters and pending
cases. The Commission also has a Consumer Affairs
Division, which serves as a liaison between utility
ratepayers and the utilities.

To view the Commission’s
annual budget and the
public utility fee budget,
visit Appendix A.
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LEADERSHIP

Carol Stephan was appointed by
Governor Pence as Commissioner
on March 3, 2014 and as Chair of the
Commission on May 20, 2014.

Chair Stephan is a member of the
National Association of Regulatory
Utility Commissioners’ (NARUC)
Committee on Water and serves on
the Board of the Organization of PJM

States, Inc.
Commission Prior to her appointment as
Chair Commissioner, Chair Stephan served

as an assistant general counsel for
the Commission, providing legal support to the agency on
a wide variety of issues. Additionally, she served as general
counsel, director of case management, and ethics officer
for the Indiana Office of Utility Consumer Counselor, the
state agency that advocates on behalf of ratepayers before
the Commission. In that capacity, she was responsible
for staff compliance with the Indiana Code of Ethics, and
management of legal and support staff.

Carolene Mays-Medley was
appointed to the Commission by
Governor Mitch Daniels in 2010,
reappointed by Governor Pence in
2013, and named Vice Chair of the
Commission in 2014. Vice Chair Mays-
Medley was the elected president of the
Mid-America Regulatory Conference
(MARC) in 2014. She serves on the
NARUC Water and Washington Action
Committees, and is the chairperson of
the Critical Infrastructure Committee.
She is also on the NARUC Board of
Directors, sits on the Advisory Council
for the New Mexico State University
Center for Public Utilities, and is on the Advisory Board for the
Financial Research Institute at the University of Missouri. She

Commissioner/
Vice Chair

was named one of Smart Grid’s 50 Pioneers of 2013.

Prior to her work in utility law, Chair Stephan served as
interim deputy commissioner of the Indiana Department
of Workforce Development. As a member of the agency’s
leadership team, she supervised the workforce services staff
and coordinated with statewide Regional Workforce Boards,
partner agencies, and external organizations to administer
federal and state funded workforce development programs
through Indiana’s WorkOne system.

Chair Stephan has also worked in the non-profit sector

as director of special projects for Goodwill Industries of
Central Indiana. While at Goodwill, she led the pilot charter
school project, TechWest, and assisted in the development
of several workforce programs serving at-risk youth,
unemployed, disabled, and immigrant populations.

A native of Indianapolis, Chair Stephan earned her
undergraduate degree in comparative literatures from
Indiana University and her juris doctor degree from the
Indiana University Robert H. McKinney School of Law.

Previously, Vice Chair Mays-Medley was publisher and
president of the Indianapolis Recorder Newspaper and
the Indiana Minority Business Magazine. She also was a
finalist for an appointment by President Barack Obama
as the Midwest Regional Director of Housing and Urban
Development.

She served in the Indiana House of Representatives from
2002 to 2008, where she received several Legislator of the
Year awards. She was listed as a “Rising Star in Indiana
Politics” and was named one of “Indiana’s Most Influential
Women.”

Vice Chair Mays-Medley serves on the Indianapolis

Capital Improvement Board, Indiana Sports Corporation
Board, and Peyton Manning’s PeyBack Foundation, among
others. She is a 2016 NCAA Women’s Final Four (WFF)
chairperson. She was WEF co-chairperson in 2006 and 2011,
the 2015 NCAA Men’s Final Four volunteer chairperson,
and the 2012 Indianapolis Super Bowl chairperson of
administration.



Jim Huston was appointed to the
Commission by Governor Pence
on Sept. 3, 2014, and will serve for
the remainder of former Chairman
Jim Atterholt’s term. He serves on
the NARUC Committee on Energy
Resources and the Environment

as well as the Washington Action
Program. Before his appointment,
Commissioner Huston served as
chief of staff at the Indiana State
Department of Health. During
Governor Daniels’ administration,
he served as executive director of the

Commissioner

Angela Weber was appointed to
the Commission by Governor Pence
on March 10, 2014, and reappointed
to a full term on April 1, 2014. She
serves on the Executive Committee
of the Organization of MISO States
(OMS) as the At-Large Member.
She is also the State Regulatory
Sector representative for the MISO
Planning Advisory Committee

and one of the State Regulatory
Authorities representatives for the

Commissioner

MISO Advisory Committee, and one
of four OMS Commissioners. She is also a member of the
NARUC Committee on Gas. Prior to her appointment, she
practiced law for the Indianapolis law firm Ice Miller, LLP as
a member of the firm’s Environmental Law Group.

A dedicated public servant, Commissioner Weber has
served in the local, state, and federal government. She
served as a Marion County Deputy Prosecuting Attorney in
Indianapolis where she conducted jury and bench trials. She
also served as a staff attorney for the Indiana Department

Office of Faith Based and Community Initiatives.

Commissioner Huston has held a variety of leadership
positions throughout his more than 30-year career at
both the federal and state level, including service as
assistant deputy treasurer for the State of Indiana and as
deputy commissioner for the Bureau of Motor Vehicles.
At the federal level, he served as deputy chief of staff

to Congressman David McIntosh, district director to
Congressman Steve Buyer, and as deputy chief of staff to
Congressman Todd Rokita.

A graduate of Ball State University, Commissioner Huston is
a 1987 recipient of the Sagamore of the Wabash Award and
is a member of Brownsburg Kiwanis.

of Education and as an Administrative Law Judge for the
Commission.

A US. Army veteran, Commissioner Weber served from
1996-2000 as a Russian linguist/voice-intercept operator.
She was a member of SFOR 7, the NATO-led peacekeeping
mission in Bosnia and Herzegovina. She was honorably
discharged in 2000.

Commissioner Weber earned a bachelor of arts from
Indiana University in Bloomington, Indiana in 1996. She
received her juris doctor degree from the Indiana University
Maurer School of Law in 2006 and was admitted to the
Indiana Bar in that same year. While in law school, she was
the senior production editor of the Federal Communications
Law Journal and a member of the Trial Competition Team.

She is a past-chairperson of the Utility Law Section of the
Indiana State Bar Association and an alumna of the Richard
G. Lugar Excellence in Public Service Series, Class of 2010-
2011. She is a member of the American Legion, National
Trust for Historic Preservation, and Indiana Landmarks.
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LEADERSHIP

David Ziegner was appointed to
the Commission on Aug. 25, 1990,
by Governor Evan Bayh and has
received continuous reappointments
from Governor Frank O’'Bannon,
Governor Daniels, and Governor
Pence.

Commissioner Ziegner is the
Treasurer of NARUC and a member
and former vice-chair of NARUC
Committee on Electricity and

is former chairman of its Clean
Coal and Carbon Sequestration
Subcommittee. He is also a member of the Mid-America
Regulatory Conference.

Commissioner

Additionally, he is a former chairman of the Advisory
Council of the Center for Public Utilities at New Mexico
State University and a member of the Consortium for
Electric Reliability Technology Solutions Industry Advisory

Board. He is a former member of the Advisory Council of
the Electric Power Research Institute.

Commissioner Ziegner is a native Hoosier. He earned his
bachelor of arts in history and journalism from Indiana
University in 1976. He obtained his juris doctor degree from
the Indiana University School of Law in Indianapolis in 1979
and was admitted to the Indiana Bar and U.S. District Court
in that same year.

Prior to joining the Commission, he served as a staft
attorney for the Legislative Services Agency, where he
developed his background in both utility and regulatory
issues. As the agency’s senior staft attorney, he specialized in
legislative issues concerning utility reform, local measured
telephone service, the citizen’s utility board, and pollution
control. He also served as the General Counsel for the
Commission prior to his appointment.



Executive Director of External Affairs

Chetrice Mosley leads the Commission’s public relations and communication efforts
and serves as the chief legislative liaison for the Commission. She is also the senior
supervisory authority over the Consumer Affairs Division that serves as the liaison
between the utilities and consumers. Additionally, Mosley oversees the Commission’s
role in the State of Indiana’s Department of Homeland Security Emergency Operations
Center and the Commission’s Continuity of Operations.

General Counsel

Beth Krogel Roads serves as the chief legal advisor to the Commission, as well as
being the Commission’s ethics officer. She also supervises the Office of General Counsel
attorneys, who provide complete legal support for all aspects of the Commission’s
operations and statutory requirements. Additionally, they conduct legal research on

a wide range of issues, participate in matters before the Federal Energy Regulatory
Commission and the Federal Communications Commission, and preside over
Commission rulemakings.

Chief Administrative Law Judge

Loraine Seyfried leads the Commissionss staff of administrative law judges who, along
with the Commissioners, preside over docketed proceedings before the Commission.
She assists in the management of the Commission’s hearing docket by making initial
recommendations on case assignments and procedure, overseeing the hearing process,
and providing advice in the preparation and review of Commission decisions.

Executive Director of Technical Operations

Bob Veneck leads the technical operations team and is the senior supervisory
authority over the Commission’s electricity, natural gas, water/wastewater,
communications, and pipeline safety divisions. In addition, Veneck is the liaison to
the State Utility Forecasting Group at Purdue University for matters requested by the
Commission.
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Administrative Law
Judges

Chief Administrative Law
Judge Loraine Seyfried and
her team of five judges preside

over docketed proceedings

before the Commission and
provide legal research and support to the Commissioners
in the drafting of orders. Judge Seyfried has served the
Commission for 10 years, and the team of Administrative
Law Judges have a total of 103 years of combined legal
experience and diverse backgrounds including engineering,
non-profit management, private practice, and working for

other state agencies. This division is supported by two court

reporters, the Secretary of the Commission, and a paralegal.

Office of General
Counsel

The Commission’s General
Counsel Beth Krogel Roads
has been with the Commission
10 years and leads a team of

three assistant general counsels
and a paralegal with a total

of 38 years of combined experience. The Office of General
Counsel works on Commission assignments including

appeals of Commission orders, rulemakings, consumer

affairs questions and appeals, pipeline safety violations,
legislative affairs, comments and filings to regional and
federal agencies, and other legal research. The division is
supported by a paralegal.

External Affairs

Executive Director of External
Affairs Chetrice Mosley, who
joined the Commission in 2014,
oversees three distinct areas of

the Commission: public relations,

policy/legislative affairs, and

consumer affairs.

The public relations section manages external initiatives at
the Commission and strategically approaches external and
internal communications, outreach, education, and media

relations.

The policy/legislative affairs section provides the Commission
with neutral policy and legislative reviews, consultation as to
the implementation of policy decisions, and responds to policy
inquiries as they relate to and/or affect the accomplishment

of the agency’s mission. The policy/legislative affairs section
works closely with technical staff and other state agencies
regarding analysis of policy and legislative topics as well as

critical infrastructure and cyber security issues and trends.

In addition to the public relations and legislative affairs,
Mosley is the senior supervisor over the Consumer Affairs

Division.



Consumer Affairs
Division
Consumer Affairs Division
Director Kenya McMillin has

been with the agency for 14

years. Her team of five analysts

provide dispute resolution
services through reasonable
and timely determinations for customers of jurisdictional
utilities, in accordance with Indiana Code, Indiana
Administrative Code, and Commission-approved tariffs. The
type of issues handled by the division includes extension of
service and credit, deposits, billing, termination of service,

customer rights, and utility responsibilities.

Technical
Operations

Executive Director of Technical
Operations Bob Veneck has
been with the Commission

for six years. He oversees the
technical operations divisions

that monitor and evaluate

regulatory, legislative, and

policy initiatives that affect the electric, natural gas, water,
wastewater, telecommunications, and video industries and
their customers. The technical operations divisions perform
research, analyze testimony in docketed proceedings, and

address utility issues outside of docketed proceedings.

In addition to working on major rate cases, the technical
divisions process requests by utilities (with the exception of
the telecommunications industry) to adjust certain rates and
charges through the 30-day filing process. The 30-day filing
process is designed to allow certain types of requests, such as
changes to reconnect fees and rate adjustment mechanisms
(trackers), to be reviewed and approved by the Commission

in a more expeditious and less costly manner than a formal

docketed case. Additionally, staff maintains the collection of
annual reports for all jurisdictional utilities, including the
periodic earnings review of each utility with more than 5,000

customers.

Technical operations also includes the pipeline safety
division that administers federal and state pipeline safety
standards that apply to all intrastate natural gas and
hazardous liquid pipeline operators.

Electricity Division

Electricity Division Director

Dr. Brad Borum has served

with the Commission for

29 years. His team of six analysts
and three chief technical

advisors have a total of 80 years

of combined experience with
the Commission and include engineers, economists, and
accountants. Together they monitor and evaluate regulatory
and policy initiatives affecting the state’s electric industry.
The division also reviews and advises the Commission on
regulatory proceedings initiated by Indiana electric utilities
involving increases in rates, environmental compliance
plans, permission to build or purchase power generation
plants, energy efficiency programs, and other matters. It

also monitors electric utility performance for reliability

and service quality. The Division examines information
from Commission-initiated investigations and assists the
Commission in developing potential rulemakings. The
division is responsible for monitoring actions by regional
transmission organizations (RTO) and the Federal Energy
Regulatory Commission (FERC) that may affect Indiana’s
electric utilities and ratepayers. In addition, the division
reviews the Integrated Resource Plans (IRP) submitted by
the electric utilities every two years, provides feedback in the
form of the Electricity Division Director’s Report, and hosts
a Contemporary Issues Technical Conference each year to
provide the latest information regarding IRP technology and

methodologies.
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Natural Gas Division

Natural Gas Division Director
Jane Steinhauer has been

with the Commission for

30 years. Her team of four

analysts, who have 36 years of

combined experience with the
Commission, include economists
and accountants. The division monitors and evaluates
regulatory and policy initiatives affecting the natural gas
utility industry and is responsible for examining and
evaluating proceedings involving gas cost adjustments, rates,
service territories, Commission-initiated investigations,
pipeline safety violation appeals, alternative regulatory
proposals, special contract approvals, and industry-related
rulemakings. Additionally, the division’s responsibilities
include advising the Commission on policy-related matters
(e.g., gas procurement practices) and financial matters that
are directly related to utility proposals requesting authority
to adjust current rates and charges. The division verifies the
accuracy of filings from utilities and other parties as a result
of cases or regulatory compliance mandates. The division
also coordinates with the Commission’s Pipeline Safety

Division.

Water and
Wastewater Division

Water and Wastewater Division
Director Curt Gassert has been
with the Commission for nine
years. His team of five analysts
who have 47 years of combined

experience with the Commission

includes one with engineering
background, an economist, and accountants. This division
monitors and evaluates regulatory and policy issues affecting

the water and wastewater industries.

The majority of the divisions time is spent advising the
Commission on technical matters, as well as reviewing
pending rate cases. Division staff also provides assistance
with utility investigations, Commission rulemakings, and
complaints submitted to the Consumer Affairs Division.
The division assists in Commission investigations, both
formal and informal, that frequently involve the resolution
of problems created by at-risk water or wastewater utilities.
The division also participates in any rulemakings relating to

water and wastewater issues.

o o

Communications

[ ] [ ] [ ]
Division
Communications Division
Director Pamela Taber has
served with the Commission
for 32 years. Her team of three

analysts have a total of 41 years

of combined experience with the

Commission, and includes an
economist and public policy analysts. Together, they manage
Indiana-specific issues related to telecommunications and
video services, provide Commission oversight and serve as
both the sole video franchise authority and direct marketing
authority for video service providers in Indiana. The division
provides policy advice on telecommunications issues, such as
numbering and area code issues; slamming and cramming;
telecommunications providers of last resort; and disputes
between carriers. The division also oversees the certification
of communications service providers and monitors
competition in the communications industry by tracking
and storing information about all types of communications
providers and the areas where they offer their services. In
addition, the division monitors the federal Lifeline Program
in Indiana, which provides essential phone service to low-
income Hoosiers. Moreover, the division administers and

reports on the newly funded 211 account.



Communications issues under consideration at the federal
level are also an important concern of the division. Because
it is essential to identify and, when appropriate, act upon

the many federal policy matters that have the potential to
affect Indiana’s economy, the division monitors, reviews,
and provides analysis and recommendations to the
Commissioners about possible Commission participation
in federal rulemakings and cases. This ensures that the
concerns and needs of Indiana are heard by agencies such

as the Federal Communications Commission (FCC),

the National Telecommunications and Information
Administration, the Rural Utilities Service, among others.
Additionally, the division has brought issues under discussion
at the federal level to the attention of other Indiana state
agencies that would possibly be impacted by action on those
issues. Specifically, the division, through the Commission’s
General Council, has provided information to the Indiana
Attorney General, the Statewide 911 Board, and the Indiana

Department of Corrections regarding cases before the FCC.

Pipeline Safety
Division

Pipeline Safety Division Director
Steve Allen has served the

Commission for three years

and oversees a division of nine

engineers, a pipeline safety
technician, and a pipeline safety
support specialist. With a total of more than 200 years of
combined pipeline safety experience, the division administers
federal and state pipeline safety standards that apply to all
intrastate natural gas and hazardous liquid pipeline operators,
regardless of whether they are under the Commission’s

regulatory jurisdiction over rates and charges.

Pipeline safety engineers enforce the safety standards
established by the U.S. Department of Transportation as
they apply to the design, installation, inspection, testing,
construction, extension, operation, replacement, and
maintenance of the pipeline facilities. The division also
enforces the U.S. Department of Transportation’s anti-drug
program for gas operators within Indiana, as well as integrity
management, operator qualification, and damage prevention
regulations. In addition, the division is responsible for
investigating possible violations of the “811 Call Before You
Dig” law. In 2015, the division has begun preparations for

a robust program offering designed to reduce excavation
damages and violations of Indiana Code, funded by the
Underground Plant Protection Account, established under
Indiana Code § 8-1-26-24.
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Over the course of the last fiscal year, the Commission handled
a variety of complicated cases, worked to make the regulatory
process more efficient and transparent, made the State of
Indiana a safer place to work and live, and more.

More than

$784,950

civil penalties

assessed for
pipeline safety
violations

constituent
and legislative

inquiries
answered

orders
issued

11,928 YS! il

consumer pipeline field
calls inspections hearings
received completed held

36

interventions or
comments made
on regional and
federal issues

$274,935.70

refunded to
customers via
Consumer
Affairs

rulemakings
started



During fiscal year 2015, 278 petitions were filed with the
Commission. Petitions are given a docket number upon
receipt and assigned an Administrative Law Judge and a
Commissioner, who serve as the presiding officers.

To access information pertaining to a docketed case, visit
our Electronic Document System at https://efs.iurc.in.gov/
efs/. Here, you can search for a case by entering the docket
number, industry, petition date, petition type, party or

order date, and clicking “search” To watch hearings that are

live streamed, please visit www.in.gov/iurc/2624.htm.

« GAO 2015-1 - Submitting Documents
Electronically approved April 22, 2015, which
encouraged the use of electronic filing for documents
submitted to the Commission.

Before the Commission may add rules or make changes
to its existing rules, it must follow the formal rulemaking
process. By doing so, this ensures the opportunity for
public comment and allows the issues at hand to be fully
vetted. In addition to the formal process dictated by state
procedures, it is the practice of

Petitions Filed by Industry

(Five-Year Comparison)

the Commission to hold informal
workshops and discussions with
stakeholders prior to initiating

a formal rulemaking. Although
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among stakeholders before the
formal process begins. For more

Wastewater

and public comments related to

The IURC provides guidance to regulated utilities regarding
policies and procedures through its General Administrative

Orders or GAOs. This includes policies such as governing
interest rates for gas customer deposits, case procedures,

and time parameters for general rate cases.

The Commission issued the following General
Administrative Orders (GAOs) in 2014/2015:

« GAO 2014-2 - Interest on Gas Deposits
approved Dec. 30, 2014, which set the interest rate gas
utilities must credit on customer deposits.

these rulemakings, please visit

www.in.gov/iurc/2658.htm.

The following rulemakings began in 2015:
« 2015 Re-adoptions (IURC RM #15-01)

readopts rules that would have expired on Jan. 1,
2016, including 170 IAC 1-5, minimum standard
filing for an expedited rate case; 170 IAC 5-2,
classification of accounts; 170 IAC 7-1.1-19,
unauthorized switching of communication services;
and 170 IAC 10-2, preservation of records.

« Revisions to Procedural Rules (IURC RM
#15-02) rules will be revised to address the
management of electronic filing; this rule may also
address inconsistencies in the ex parte rule.

I[URC 2015 Annual Report
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« Lifeline-only ETC Sales Practice Standards
(IURC RM #15-03) considers sales practices and
regulatory compliance standards for Lifeline Services
provided by Lifeline-only Eligible Telecommunication
Carriers (ETCs); the rulemaking stems in part from
IURC Cause No. 44332. In the Final Joint Report filed
on Oct. 7, 2014, the Commission Staff recommended
the Commission explore instituting consistent
industry-wide requirements for Lifeline-only ETCs.

« Pipeline Safety Rule Update (IURC RM
#15-04) updates the pipeline safety rule in
accordance with federal requirements and changes in
citations to federal code.

o 211 Administration (IURC RM #15-05)
rulemaking required after 2015 legislative session
to administer newly appropriated funding for 211
services.

 Integrated Resource Plans (IRPs) and Energy
Efficiency Plans (EEPs) (IURC RM #15-06)
rulemaking required after 2015 legislative session to
update the IRP rule and to add rules for EEPs.

This past year, the Commission’s Consumer Affairs Division
received 11,928 calls, resulting in 4,857 complaints. Calls
spanned all industries, but most common were calls

regarding billing, totaling 1,103 complaints. Billing issues
can be complicated, often entailing customer confusion
over bill formats or questions regarding unexpected
increases in bill amounts.

Although the Commission does not have jurisdiction

over rates and charges for video and telecommunications
providers, complaints about these providers are a significant
portion of the Consumer Affairs Division’s workload. In
fact, more than 41.7% of complaints received in fiscal year
2015 by the Consumer Affairs Division regarded video

and telecommunication providers. Even with limited
jurisdiction the Commission continues to be a

resource for consumers.

On July 31, 2013, the Commission approved the
implementation of a new area code overlay to provide

the necessary area code relief in area code 812 covering
southern Indiana. The North American Numbering Plan
Administrator (NANPA) assigned 930 as the new area code
to overlay 812. By selecting the overlay, as opposed to an
area code split, consumers and businesses were able to keep
their existing telephone numbers while demand for new
numbers is fulfilled by using the new area code. However,
with an overlay, all parties must dial ten digits (three-digit
area code + seven-digit telephone number) as opposed to
seven digits for local calls. The Commission also approved a
13-month implementation schedule.

1400
1200

Consumer Complaints by Industry

The original area code
implementation timeline was
structured so that the 930 area
code would be implemented by
Oct. 6, 2014. However, on Aug. 6,
2014, the Commission ordered an
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extension of the permissive (i.e.,
seven-digit) dialing period due

to concerns regarding the ability
of certain businesses that service



the medical and law enforcement industry to switch to
mandatory 10-digit dialing by the fall. On Oct. 22, 2014, the
Commission issued an Order setting the mandatory ten-
digit dialing for Feb. 7, 2015 and implementation by March
7,2015. The Commission, the Indiana Office of Utility
Consumer Counselor, and the industry provided numerous
types of customer education and outreach materials, such as
news releases, direct mail communications, text messages,
radio and television interviews, and social media notices

so that customers were well aware of the change. The area
code overlay was successfully implemented without any

problems reported to the Commission.

The 317 area code, which serves the greater Indianapolis
area, is projected to run out of numbers (or exhaust) in the
fourth quarter of 2016. The Indiana telecommunications
industry and the Indiana Office of Utility Consumer
Counselor recommended to the Commission an overlay
to address this issue. In fact, because the 317 area code is
compact and densely populated, an area code split would
not be possible without bisecting communities. In April
2015, the Commission approved an all-services distributed
overlay with a 13-month implementation schedule for this
area code. The NANPA assigned 463 as the new area code
to overlay the existing 317 area code. The implementation

schedule is planned as follows:

o Network preparation begins — Sept. 19, 2015

o Start of permissive 10-digit dialing — March 19, 2016

o Start of mandatory 10-digit dialing — Sept. 17, 2016

o New 463 area code activation — Oct. 17, 2016

o Earliest date central office codes in the new area code
may be ordered through NANPA — Aug. 12, 2016

The Commission, the Indiana Office of Utility Consumer
Counselor, and the industry have begun proactive outreach
to customers and will continue this outreach until the new

area code is fully activated.

The Commission’s Pipeline Safety Division’s primary
mission is to ensure the safe and reliable operation of
Indiana’s intrastate pipeline transportation system. This is
accomplished largely through inspections, but the division
also provides training, outreach programs, enforcement
through injunctions and monetary sanctions, and
investigations of pipeline accidents. During fiscal year 2015,
the division conducted 814 inspections of 79 operators

and 158 associated inspection units, safely resolving 140
probable violations.

Additionally, the Pipeline Safety Division is also responsible
for tracking and investigating all alleged violations of

the state’s Indiana 811 law and is active in a variety of
damage prevention efforts. In fiscal year 2015, the division
investigated 1,668 excavation damage cases. As a result of
these investigations, the Commission ordered 789 warning
letters and 239 mandatory training sessions for pipeline
safety violations, as recommended by the Underground
Plant Protection Advisory Committee (Advisory
Committee). In addition, the Advisory Committee
recommended 553 civil penalties totaling more than
$784,000.

The goal of this division is significant because unsafe practices
by pipeline operators, excavators, and others can not only
result in inconvenient outages and costly repairs, but, more
importantly, personal injury and even death of Hoosiers.

It is because of this important charge and the very real
consequences that Governor Pence proclaimed April to

be Safe Digging Month. In an effort to have more effective
outreach, the Commission partnered with Indiana 811,
Indiana Office of Utility Consumer Counselor, Indiana
Department of Labor, and Indiana Department of
Transportation to get the word out about being safe through
news releases, social media, and website resources.

In August 2015, the Commission held a stakeholder
workshop to determine the best use of Underground Plant
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Protection Account (UPP Account) funds. The goal of

the workshop is to generate an open discussion amongst
various stakeholders, including operators and excavators, to
aid in developing effective programs to reduce underground
facility damages in compliance with Indiana Code §8-1-
26-24. The Commission looks forward to reporting on the
results of the workshop, and resulting programs, in its next

annual report.

On May 21, 2015, the Commission was presented with

the Patriot Award by the Indiana Employer Support of the
Guard and Reserve (INESGR) in recognition of its efforts
in supporting the Commission’s policy analyst and National
Guardsman Captain Andy Mapes. The Patriot Award is
given by the INESGR to acknowledge the efforts employers
make to support service members through a wide range of
measures including flexible schedules, time off prior to and
after deployment, caring for families, and granting leaves of

absence if needed.

The Commission has worked with other Indiana state
agencies, as well as neighboring states, on regional and
federal issues affecting Indiana utilities and ratepayers.

These activities include:

o Drafting and submitting joint comments with Indiana
Department of Environmental Management, Indiana
Office of Utility Consumer Counselor, Indiana
Department of Natural Resources, and Indiana Office of
Energy Development, to the United States Environmental
Protection Agency (U.S. EPA), regarding its Clean Power
Plan Proposed Rule, which seeks to regulate carbon
emissions from electric generation plants;

o Participating with the Indiana Department of
Environmental Management and other states in the
Midcontinent States Environmental and Energy
Regulators (MSEER), exploring the implications
of regional compliance with the U.S. EPA’s Clean
Power Plan;

 Monitoring and participating in the appropriate
stakeholder processes at the two regional transmission
organizations (RTOs) that Indiana electric utilities
participate in, Midcontinent Independent System Operator
(MISO) and PJM Interconnection, L.L.C. (PJM);

o Participating in the regional state committees for each
RTO, the Organization of MISO States (OMS) and the
Organization of PJM States, Inc. (OPSI);

+ Monitoring and submitting filings at the Federal Energy
Regulatory Commission (FERC);

+ Monitoring and submitting filings at the Federal
Communications Commission (FCC); and

o Participating in various committees and meetings
of the National Association of Regulatory Utility
Commissioners (NARUC).

Over the last five years, the Commission has worked to
address 16 small, troubled water and/or wastewater utilities,
which affected more than 2,100 consumers. The utilities had
a variety of issues to address ranging from bankruptcy to
noncompliance with Indiana Department of Environmental
Management regulations to abandonment of the utility.

In the past year, the Commission has addressed issues

with seven small troubled water and wastewater utilities
and has issued four Orders in docketed proceedings. The
Commission Orders resulted in a revocation of a Certificate
of Territorial Authority, an appointment of a receiver, and in
two cases, provision of service by another utility. Because of
the impact on rates and quality of service, Commission staft
often works with other state agencies and local government
to find solutions to these situations.
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Legislative
Impact

The Commission continues to serve as a neutral source of information
and assists legislators and various stakeholders regarding proposed
legislation that may impact the Commission. This section briefly
addresses utility related state legislation passed during fiscal year 2015.
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State Legislation

Electricity
SEA 309

Senate Enrolled Act (SEA) 309 amends Indiana Code §
8-1-2.3-6 to no longer allow a municipally owned electric
utility to unilaterally petition the Commission to extend the
assigned service area to include the annexed area. SEA 309
did not affect petitions filed with the Commission before
May 20, 2015.

SEA 412

SEA 412 amends Indiana Code § 8-1-8.5-3 concerning
integrated resource plans (IRPs) and adds Indiana Code

§ 8-1-8.5-10 regarding energy efficiency plans. The law
requires a public utility to submit an integrated resource
plan to the Commission, certain electricity suppliers to
submit an energy efficiency plan to the Commission at
least once every three years, and evaluation, measurement,
and verification (EM&V) procedures to be included in an
electricity supplier’s energy efficiency plan. The EM&V
administrator must be an independent or third party entity.

The Commiission is required to adopt administrative rules
concerning the submission of IRPs and the submission of

energy efficiency plans.

Water/
Wastewater
HEA 1319

House Enrolled Act (HEA) 1319 adds a new chapter
(Indiana Code 8-1-30.3) to facilitate the acquisition of
distressed utilities. A water or wastewater utility that
acquires the assets of a distressed utility may petition the
Commission to include the “cost differential” as part of
its rate base. A distressed utility is defined as one serving
not more than 3,000 customers and nonviable, meaning

the utility is unable to furnish or maintain adequate,
efficient, safe and reasonable service and facilities. A cost
differential is the cost to acquire the utility property minus
the difference between the original cost of the utility

plant minus accumulated depreciation and contributed
property. The Commission is required to report annually
to the interim study committee on energy, utilities, and
telecommunications concerning such acquisitions.

A separate provision of HEA 1319 provides for the
Department of Natural Resources to cooperate with the
United States Geological Survey to establish a program
under which volunteers may monitor water resources and

provide data to the Natural Resources Commission.

SEA 177

SEA 177 amends Indiana Code § 8-1-31-13, which is the
existing distribution system improvement charge (DSIC)
law, by increasing the level of DSIC revenues permitted
from 5% to 10% of the utility’s revenue approved in its most

recent general rate proceeding.

SEA 474

SEA 474 relieves the Commission of its water utility
resource reporting requirement for 2015. Instead, the
Indiana Finance Authority (IFA) is required to conduct
a survey of the operations and prepare an analysis of the
planning and long range needs of:

(1) the water utilities serving the fifteen most populous cities
in Indiana; and
(2) five other water utilities selected by the authority, each of

which serves fewer than 10,000 customers.

IFA is required to complete the analysis and submit it to the
legislative council not later than Nov. 1, 2015.

SEA 516

SEA 516 amends Indiana Code 8-1-31 to make it clear that
the DSIC statute applies to municipally owned utilities and

not-for-profit utilities as well as to public utilities.
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Telecommunications  Pjpeline Safety
HEA 1001 HEA 1182

HEA 1001 amends Indiana Code 8-1-19 to appropriate
$1 million per fiscal year in funding to the 211 account and

HEA 1182 establishes a fire training academy, which
could serve as a platform for the pipeline safety division to

added reporting requirements for the Commission. This educate firefighters about best practices when dealing with

legislation emphasizes Indiana 211’ role in connecting .
) ) ) underground utilities.
callers with human services that address assistance for
parental stress issues, domestic violence, infant
mortality, assistance for veterans, services for senior
citizens, services for vulnerable children, and public I_ ° I 'I'. S 'Ii
health issues. The Commission must prepare a plan eg IS q |Ve Ugges Ons
for the expenditures associated with these services

through Indiana 211.

The Commission must conduct a feasibility study on
the possibility of having Indiana 211 take over the
operation of toll-free telephone numbers operated by
state agencies or any instrumentalities of the state for
purposes of providing an information resource for
human services. This report is due Dec. 1, 2015.

The Commission must enact administrative rules to
implement this legislation.

HEA 1318

HEA 1318 amends Indiana Code § 8-1-2-1 governing
the communications industry by eliminating the

state requirement for interconnection between
communications companies. Telecommunications
carriers are still required to interconnect with each
other under federal law (47 USC § 251(a)(1)).

Additionally, this bill establishes that any
communications service provider holding a certificate
issued under this chapter may access public rights-of-
way to the same extent as a public utility (as defined
in Indiana Code § 8-1-2-1 (a)), with the exception of
rights of way, property, or projects that are the subject
of a public-private agreement or communications

system infrastructure.
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Regulatory
Responsibility

Jurisdiction

There are three types of electric utilities in Indiana -

Investor-Owned Utilities (IOUs), municipally owned
utilities, and rural electric membership cooperatives
(REMCs). The Commission has full jurisdiction
over IOUs, including rates and charges as well as

customer service terms and conditions. In addition, the
Commission reviews and approves long-term financing
for IOUs, municipals that have not opted out of the
Commissions jurisdiction, Indiana Municipal Power
Agency (IMPA), and Wabash Valley Power Association
(WVPA). All Indiana electric utilities wanting to

build, buy, or lease new generation facilities must first

have their proposals reviewed and approved by the
Commission. The Commission also has jurisdiction over
all Indiana electric utilities’ retail service territories. The
electric utilities under the Commission’s rate jurisdiction
served more than 2.4 million customers and had total
revenues for calendar year 2014 of over $9.2 billion.




Five major IOUs operate in Indiana and are for-profit
enterprises funded by debt (bonds) and equity (stock).
The five IOUs, all of which are regulated

by the Commission, are:

« Duke Energy Indiana, Inc. (Duke Energy)
is locally based in Plainfield, Indiana, and is
a subsidiary of Duke Energy Corporation,
headquartered in Charlotte, North Carolina. The
utility serves 793,000 customers in 69 of the 92
counties located in Indiana, excluding the cities of
Indianapolis and Evansville.

« Indiana Michigan Power Company (1&M)
is based out of Fort Wayne, Indiana, and is a
subsidiary of American Electric Power Company;,
Inc. (AEP), headquartered in Columbus, Ohio.
The utility serves 459,000 customers in two
noncontiguous parts of northeast and north

The municipally owned electric utilities under the
Commission’s rate jurisdiction are Anderson, Auburn,
Crawfordsville, Frankfort, Kingsford-Heights,
Knightstown, Lebanon, Richmond, and Tipton. In

1980, a group of municipalities created the Indiana
Municipal Power Agency (IMPA) to jointly finance and
operate generation and transmission facilities, as well

as purchase wholesale power and meet members’ needs
through a combination of member-owned generating
facilities, member-dedicated generation, and purchased
power. Of the 72 municipally-owned electric utilities, 54
are members of the IMPA, including eight of the nine
municipal electric utilities regulated by the Commission.

Statewide Map of Indiana Municipal
Power Agency Members

Jurisdictional Ml

. & Waverian

IMPA Members
central Indiana. Anderson o
Frankfort o

Indianapolis Power and Light Compan Crawfordsvile

* p g p y Knightstown

(IPL) is based in Indianapolis, Indiana, and Kingsford Heights

. . . Richmond

is a subsidiary of the AES Corporation, 'LC .
ebanon

headquartered in Arlington, Virginia. The Tipton
utility serves 474,000 customers in the greater

Indianapolis area.

« Northern Indiana Public Service Company
(NIPSCO) is a subsidiary of NiSource Inc., and is
headquartered and based in Merrillville, Indiana.
The utility serves 459,000 electric customers in the
northwest part of Indiana.

« Vectren Energy Delivery of Indiana
(Vectren South) is headquartered and based
in Evansville, Indiana. The utility serves 147,000
customers in a small part of southwestern Indiana,
including Evansville.
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Rural Electric Membership
Cooperatives

REMC s are customer-owned utilities, all of which

are members of either Hoosier Energy Rural Electric
Cooperative, Inc. (Hoosier Energy), located in the southern
part of the state, or WVPA, located in the northern part of
the state. Hoosier Energy and WVPA are power generating
and transmission cooperatives formed to supply power to

Wohash Valley Co-Ops

Indiana Statewide
Association’s Regions

the REMCs.

The Commission’s regulation of Hoosier Energy and
WVPA is primarily limited to decisions to purchase, build,
or lease generation facilities. No REMCs remain under
Commission jurisdiction for rate regulation.

Transmission
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Hoosier Energy Co-Ops
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Participation in regional transmission organizations (RTOs) by Indiana electric utilities provides a number of benefits for
Indiana’s electric consumers. In addition to greater reliability, RTOs provide lower costs through more efficient regional
transmission planning than is possible when individual utilities act alone. The vast regional scope of the RTOs allows Indiana’s
customers to experience the financial and operational benefits of a diverse resource mix and variations in customer demand.
For example, Indiana might experience peak demand due to hot weather while at the same time Montana has more moderate
weather, which allows Indiana’s demand to be satisfied with relatively lower-cost Montana resources.

In addition, RTOs operate markets to
achieve their reliability goals. These
markets enable customers to realize
the lowest possible wholesale energy
prices while assuring reliability.

Two RTOs operate in Indiana:

the Midcontinent Independent
System Operator, Inc. (MISO) and
PJM Interconnection, LLC (PJM).
The Federal Energy Regulatory
Commission (FERC) regulates these
organizations.

Characteristics of the Regional Transmission

Organizations Serving Indiana

RTO Characteristics  MISO PJM

Participating Duke, NIPSCO, IPL, AEP (including its Indiana

Indiana Utilities Vectren, Hoosier Energy,  subsidiary Ieé+M), IMPA,
IMPA, and WVPA and WVPA

Transmission Lines 65,800 miles 62,556 miles

Generation Capacity 179,514 MW 183,604 MW

Annual Billings $37 billion $50 billion

Headquarters Carmel, Indiana Audubon, Pennsylvania




Because the reliability risk is diversified over the entirety of
the RTOs’ footprints — from the Rocky Mountains to the
Atlantic Ocean — reserve margin needs are reduced.

A reserve margin is the amount of extra generation capacity
available to serve customer loads in the event of a system

contingency, such as the planned or unplanned outage of a MISO

generation plant or a high-capacity transmission line.

Regional Transmission
Organizations

e iy

PJM

The electric industry has historically maintained planning reserve margins in the 15% to 20% range. However, with

the development of RTOs, the necessary level of reserve margins have fallen, reflecting the benefits of more efficient

regional coordination. For example, Indiana utilities participating in the MISO have a 14.3% reserve requirement for

Planning Year 2015-2016.

Competitiveness
of Rates

Indiana’s annual ranking for average total customer retail rates
from 2000 to 2014 ranged from 9th lowest in 2000 to 4th lowest

in 2002 to 16th lowest in 2014. The variability in ranking is the
result of many factors, including the timing of rate cases, both in
and out of state, required investments to maintain infrastructure
and fluctuations in the cost of fuel. Investment costs to address
environmental mandates as well as the general trend of increased
coal prices observed since 2003 and decreased natural gas prices
since 2011 have reduced Indiana’s relative price advantage.
Neighboring states’ total customer retail rate rankings for 2014 are:
Kentucky 8th, Illinois 15th, Ohio 27th, and Michigan 37th. Should
new environmental regulations go into effect, Indiana’s relative price
advantage could be reduced even further.

Indiana’s average retail prices for electricity have been and continue
to be competitive both nationally and regionally. However,

the ultility rates are not as low as they used to be. State average
electricity prices are the composite average price for all rate classes,
including residential, commercial, and industrial customers.

15 20 25 30 35

Source: Energy Information Administration

2014 State Average
Electricity Prices (cents/kWh)
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Differences can be seen between

Indiana Customer Class Rate National Ranking the various customer classes—
residential, commercial and
3 industrial. Due to a number
o :TR(;Z?(; ential 30 of factors, each class has been

= Industrial
B Commerical

affected differently from a ranking

standpoint. Industrial customers

have slipped in ranking more than
other customer classes, from 5th
in 2003 to 29th in 2013, before
recovering slightly to 26th in 2014.

Indiana’s use of coal as a fuel source for electricity generation has contributed to the state’s relatively low-cost electricity,

historically an important economic development advantage. However, investment costs to address environmental mandates,

the general trend of increased coal prices observed since 2003, and decreased natural gas prices since 2011 have reduced

Indiana’s relative price advantage.

Some of the factors driving the
coal cost increases and natural gas
decreases are increasingly difficult
permitting requirements for coal
mining and the emergence of shale
gas supply.

When focusing solely on rankings,
Indiana is still competitive;
however, its average electricity
price ranking has lost ground to
other states in recent years due to
changes in the commodity markets
and compliance with new federal
environmental regulations. If
Indiana is to remain competitive
moving forward, long-term
planning and a well-developed
holistic evaluation of potential
solutions are critical.

Average Cost of Fuel, Electric Utilities, Nationwide ($/mmBTU)
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Customer Bills

The Commission issues a residential electric bill survey
comparing the rates of Indiana regulated utilities and
this information is summarized in Appendices D-G.

In addition, the following chart shows a breakdown

of how base rates, expense adjustments, and capital
adjustments contribute to a residential customer’s bill
for each of Indiana’s electric IOUs. Indiana’s regulatory
statutes include rate adjustment mechanisms, also
known as trackers, for certain expenses and capital
investments. Trackers provide more timely flow-through
of specifically-defined and approved costs to retail rates,
compared to adjustments that would occur as the result
of a rate case. The relative weighting of elements in
customer bills varies in part due to the size of a utility’s
construction program and how much time has passed
since its last base rate case.

Residential Bill Components for the
Investor-Owned Ufilities

Residential Bill Components for the Investor-Owned Utilities
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Base Rates M Expense Tracker M Capital Tracker

Expense Tracker - Allows retail rates to be adjusted outside the context of a base rate
case to reflect changes in operating expenses excluding a return on such expenses.

Capital Tracker - Allows a utility to reflect certain clean coal and energy generation
capital costs in its rate base and to reflect the associated return on such investment in
retail rates outside a base rate case.

Net metering is a service offering that allows customers to
self-supply a portion of their electric usage by installing
renewable energy facilities, such as wind turbines or solar
panels, while also relying on the electric utility as a back-
up provider. If the amount of electricity the customer
receives from the utility is greater than the amount
delivered to the utility, the difference is charged to the
customer. If the amount the customer received from the
utility is less than the amount delivered to the utility, the
customer receives a credit on their next bill for the excess

supply.

Five years ago, the Commission started the formal
rulemaking process to update the net metering rule,
which became effective in July 2011. As a result, net
metering is now available to all customer classes, and
energy production facilities having a maximum capacity
of 1 MW or less. Additionally, a utility may limit the

total capacity under the net metering tariff to 1% of its
most recent summer peak load. The 2011 expansion of
participation which followed the rule revision continued
through 2014. At the end of 2014, participation in net
metering grew 237%, from 199 net metering customers in
2010 to 671 customers in 2014. Total capacity increased as
well by 1022% in that same period.

Net Metering Capacity (kW)
and Participation in Indiana
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Modernization

Senate Enrolled Act 560, enacted in 2014, provided

new incentives for utility companies and businesses to
replace aging infrastructure. To encourage investment

in transmission and distribution systems, the legislature
created a new tracker called the transmission, distribution
and storage system improvement charge (TDSIC),

which covers projects related to safety, reliability, system
modernization, and economic development. Traditionally,
these costs would have been included in rates for recovery
in a base rate case. Today, utilities can now petition for
recovery on a more frequent basis.

Generation

Based on U.S. EPA regulations, primarily the Mercury
and Air Toxics Standards (MATS), by the end of 2016
Indiana will need to retrofit or retire an unprecedented
wave of coal-fired generation units and replace them with
a combination of new resources, due to environmental

regulations and a large number of older

alternative resources, such as wind and demand side
management, could also play a role in meeting Indiana’s
resource requirements.

Although generation plants are designed to last decades, it

is important for utilities to monitor their condition. Because
it takes approximately three years to construct new gas-

fired peaking generation, five to ten years to construct new
conventional coal-fired generation, and still longer to bring
new nuclear generation online, long-term planning is critical.

Indiana’s electric utilities are required to supply power
from an integrated portfolio of resources at the lowest
reasonable cost, while providing safe and reliable service.
In order to do so, utilities must strategically plan on both a
short-term and long-term basis, a process often known as
integrated resource planning. Each utility is required to file
an Integrated Resource Plan (IRP) with the Commission
every two years.

To bring new generation online, state law requires all
utilities to receive approval from the Commission through
the certificate of need process. This process provides the
Commission and interested parties an opportunity to

coal units lacking sufficient controls or
simply reaching the end of useful life.
This will require the utilities to make
substantial capital investments in order
to meet U.S. EPA mandates, which will
likely result in significant electric rate
increases for Hoosier customers. The
primary replacement fuel is expected to
be natural gas. The issue is even more
important as the U.S. EPA, under the
Clean Air Act Section 111(d), identifies
specific federal carbon emission
standards for generation resources.

Nuclear, integrated gasification

combined cycle technology, and other

Projected Generation of Electricity
by Fuel Type for Indiana Consumers for 2014

= Coal (97,729 GWH, 76.6%)
W Nuclear (12,003 GWH, 9.4%)
m Matural Gas (9,617 GWH, 7.5%)
W Wind (3,495 GWH, 2.7%)
B Other Gases (2,156 GWH, 1.7%)
= Pet Coke(1,140 GWH, 0.9%)
m Other (447 GWH, 0.4%)
® Biomass (385 GWH, 0.3%)
Hydra (352 GWH, 0.3%)
m Ol (159 GWH, 0.1%)
solar {153GWH, 0.1%)

28]



evaluate the merits of a project before it is undertaken.
If the Commission approves the project, the utility

is granted a Certificate of Public Convenience and
Necessity (CPCN); only utilities that intend to own or
lease a generation facility must seek a CPCN.

Indiana’s utilities may purchase incremental electricity
from other sources through purchase power agreements
(PPAs) rather than building their own power plants to
maintain required power reserves. For PPAs, a separate
review process is conducted by the Commission. Like
the CPCN process, a utility files a petition with the
Commission seeking approval in order to determine
prudency for the purposes of future cost recovery.

The petitions for rate recovery for PPAs are generally
filed under Ind. Code § 8-1-2-42(a) or Ind. Code 8-1-8.8.

Even though the majority of Indiana’ electric needs

are met through coal-fired generation at utility-owned
facilities, the value of Indiana’s energy services is
supplemented by renewable energy, energy efficiency,
and demand response programs. Energy efficiency
refers to measures or technologies that reduce the
consumption of energy, while demand response
resources refers to measures, technologies, or incentives
and pricing programs that reduce or curtail load during
peak periods.

Statewide Map of Electric Generation Serving Indiana
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Renewable Energy

While still a small portion of the generation mix in Indiana, renewable energy has continued to increase. In addition to net
metering and utility PPAs, the Commission has approved feed-in tariffs, which allow the utility to pay for local renewable

energy and diversify its generation portfolio.

Capacities (in kW) of Feed-In Renewable Power Production
Contracts (Approved through May 18, 2015)

Small Wind

Small Solar

LDUDENE LVC\’I:ﬁ: PV (Up to s:f::rg py | Biomass/ L
including and including (>100 kW) Biogas
100 kW) (>1 MW) )
IPL - - 1,000.0 95,978.0 - 96,978.0
NIPSCO 10.2 150.0 1,127.3 14,067.0 | 14,3480 | 29,702.5
Tm" 10.2 150.0 2,127.3 110,045.0 | 14,3480 | 126,680.5

State Utility Forecasting Group Voluntary Clean Energy
Indiana Code § 8-1-8.8-14 requires the SUFG to conduct Portfolio Standard Prog ram

an annual study on the use, availability, and economics Indiana Code 8-1-37 established a voluntary program that

provides incentives to participating electricity suppliers
that supply specified percentages of clean energy to their
Indiana retail electric customers. Each participating utility

of using in Indiana the clean energy resources listed in
Indiana Code § 8-1-37-4(a)(1) through 8-1-37-4(a)(6). The
Commission may direct the SUFG to study additional clean
energy resources. Each year the SUFG submits a report to the
Commission for inclusion in its annual report and is available
on the Commission’s website at http://in.gov/iurc/2340.htm.

is required to submit a report on its:

o Efforts made during the prior year to meet annual
clean energy goals

« Amount of clean energy supplied to retail customers

« Amount of clean energy generated by facilities owned
or operated by the utility

« Amount of clean energy purchased from other
suppliers of clean energy

o Number of clean energy credits purchased by the
participating utility

To date, no utilities have sought to participate in the

Voluntary Clean Energy Portfolio Standard program;

therefore, there is no information available to report.



Indiana’s
Electricity
Qutlook

The SUFG, based at Purdue University, was established
by statute to provide an independent forecast of
Indiana electricity needs. The SUFG projects slower
growth in both electricity sales and peak demand,
compared to previous forecasts, particularly in the
residential and commercial sectors. Electricity usage

is projected to grow at an annual rate of 0.74 percent
over the next 20 years and peak electricity demand

is expected to grow at an average rate of 0.90 percent
annually or 170 MW of increased peak demand per
year. Increased efficiency from utility sponsored energy
efficiency efforts, higher projected electricity prices,
and stricter federal energy efficiency standards for
appliances and other end-uses are the primary drivers
of the slower growth in energy usage.

Despite slower growth in electricity sales and peak
demand, the SUFGs forecast indicates Indiana real
electricity prices will continue to increase through 2023.
Construction costs related to new generating facilities
and extending the useful life of existing generating
facilities are contributing factors to higher electricity
prices. In the next 15 years, many aging coal-fired units
are facing retirement or premature shutdown due to
tightening environmental regulations. Consequently,
this era is expected to have far greater build-out of
new generation than either of the past two decades.
Additionally, environmental retrofit work associated
with achieving environmental compliance with rules
such as the Mercury and Air Toxics Standards (MATS)
and the U.S. EPA’s Clean Power Plan put significant
pressure on electricity prices.

The Impact of Federal
Environmental Regulations

The SUFG projects that new federal clean air regulations
will increase Indiana electricity rates about 14% by 2020,
which is in addition to the 20% increase projected over
the next five years by analysts. The impact is greater
here in Indiana than in other states. Coal-fired power
plants generate 76.4%, based on 2013 projections, of the
electricity used in Indiana, which is down from 85%

in 2010. Nationally, 39.1% of electricity is generated
from coal, based on 2013 U.S. Energy Information
Administration (EIA) data.

Complicating the electric utilities’ planning on how to
meet federal environmental regulations is the increasing
number of new federal regulations and the uncertainty
regarding what the final rules will be. The U.S. EPAs
Cross State Air Pollution Rule was promulgated in 2011,
overturned in the U.S. Circuit Court of Appeals in 2012,
stayed pending review by the U.S. Supreme Court, and
then upheld by the U.S. Supreme Court in 2014. In
contrast, the U.S. EPAs MATS rule was promulgated

in 2012, upheld in the U.S. Circuit Court of Appeals in
2014, and then recently overturned by the U.S. Supreme
Court in 2015.
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Environmental Compliance Actions, Announcements, and Scheduled Retirements
of Indiana’s Investor-Owned Utilities’ Generating Units (2010-2020)

Duke

IURC Cause No. 43873 — In September 2010, a CPCN was granted for dry
sorbent injection technology at Gallagher Units 2 and 4, estimated to cost
approximately $16 million.

IURC Cause No. 44217 — In April 2013, a CPCN was granted for selective
catalytic reduction (SCR) systems at Cayuga Units 1 and 2 and mercury control
systems at all five Gibson units and Gallagher Units 1 and 2, estimated to cost
approximately $395 million.

IURC Cause No. 44418 — In August 2014, a CPCN was granted for Particulate
Matter Continuous Emission Systems, calcium bromide injection systems, and
stack improvements, estimated to cost approximately $113 million.

Gallagher Units 1 and 3 (280
MW) on 1-31-12

Woabash River Units 2-5 (350
MW) on 4-16-16

Wabash River Unit 6 (318 MW
to refuel or retire on 4-16-16

&M

IURC Cause No. 43636 — In April of 2009 a CPCN was granted for selective
non-catalytic reduction (SNCR) systems at Tanners Creek Units 1, 2 and 3,
estimated to cost approximately $36 million.

IURC Cause No. 44331 — In November 2013 a CPCN was granted for dry
sorbent injection (DSI) system technology on Rockport Units 1 and 2,
estimated to cost approximately $258 million.

TURC Cause No. 44523 — In May of 2015 a CPCN was granted for an SCR
system on Rockport Unit 1, estimated to cost $234 million.

Tanners Creek Units 1-4 (982
MW) on 4-16-15

IPL

IURC Cause No. 44242 - In August 2013, a CPCN was granted for electrostatic
precipitator enhancements/upgrades, flue gas desulfurization upgrades, and
monitoring devices, at Petersburg Units 1-4 and Harding St. Unit 7, estimated
to cost approximately $511 million.

IURC Cause No. 44339 — In May 2013, a CPCN was granted to construct a 550-
725 MW Combined Cycle Gas Turbine (CCGT) generation facility and to
convert Harding Units 5 and 6 to natural gas at an estimated cost of $667
million.

IURC Cause Number 44540 — In July 2015, a CPCN was granted to convert
Harding Street Unit 7 to natural gas and for various Nation Pollution
Discharge Elimination System projects, estimated to cost $332 million.

2014/2015 — Eagle Valley Units
1-6 (338 MW) and Harding St.
Units 3-4 (70 MW)

NIPSCO

TURC Cause No. 44012 — In September 2011 (Phase I), February 2012 (Phase
IT) and September 2012 (Phase III), the IURC granted CPCN requests for
environmental controls at Schahfer Units 14, 15, 17, and 18, Michigan City
Unit 12, and Bailly Units 7 and 8. The estimated cost to comply, which was
approved in all three phases of the case, was approximately $798 million.
IURC Cause No. 44311 — In October 2013, a CPCN was granted for
environmental controls at Bailly Units 7 and 8, Michigan City Unit 12, and
Schahfer Units 14, 15, 17 and 18 to comply with MATS, estimated to cost
approximately $59 million.

2013 — Mitchell 9A (17 MW)

Veciren
South

IURC Cause No. 44446 — In January of 2015 a CPCN was granted for clean
energy and compliance projects, estimated to cost approximately $89 million.

None currently planned

Source: Commission Docketed Utility Proceedings.




Natural Gas

In Indiana, the Commission regulates the rates,
charges, and terms of service for intrastate
pipelines and local gas distribution companies
(LDCs). The Commission reviews gas cost
adjustments (GCAs), financial arrangements,
service territory requests, and conducts
investigatory proceedings. It also analyzes various
forms of alternative regulatory proposals, such as
rate decoupling, rate adjustment mechanisms, and
customer choice initiatives.

The Commission has regulatory authority over
18 natural gas distribution utilities in Indiana

Regulatory Responsibility

Division

whose 2014 annual operating revenues total $2.1
billion. These utilities maintain plant in service of
approximately $5.3 billion and serve roughly 1.7
million customers. Of the utilities regulated by
the Commission, one is a not-for-profit, two are
municipalities, and 15 are investor-owned utilities
(IOUs). Citizens Gas, Northern Indiana Public
Service Company (NIPSCO), Vectren North, and
Vectren South represent the four largest natural
gas utilities in the state and collectively serve

95% of the state’s natural gas customers by count.
See Appendix I for lists of gas utilities under

Commission jurisdiction.




IOUs are for-profit enterprises
funded by debt (bonds) and
equity (stock). The largest IOUs
regulated by the Commission are:

« Northern Indiana Public
Service Company
(NIPSCO) is a subsidiary of
NiSource Inc., headquartered
and based in Merrillville,
Indiana. The natural gas utility
serves 721,000 customers in
northern Indiana.

« Vectren Corporation
(Vectren)
is headquartered and based
in Evansville, Indiana, and
operates two separate entities
- Indiana Gas Company Inc.
(also known as Vectren North)
and Southern Indiana Gas &
Electric Co. (also known as
Vectren South). The natural
gas utility serves 583,000
customers in central and
southern Indiana through
Vectren North and an
additional 111,000 customers
in southwestern Indiana
through Vectren South.

The Commission has jurisdiction
over a number of smaller LDCs,
which serve Indiana residents.

For a complete listing, see Appendix I.

Natural Gas Service Territories
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Citizens Gas is a public charitable trust, which is
treated as a municipality for regulatory purposes, and
serves 266,000 customers primarily in the Indianapolis
metropolitan area.

Avurora Municipal Gas Utility is also regulated for
rates and charges by the Commission.

The remainder of the municipal gas utilities have elected
to withdraw from Commission jurisdiction under
Indiana Code § 8-1.5-3-9. However, the withdrawn
utilities still remain under the jurisdiction of the
Commission’s Pipeline Safety Division.

Demand
and Supply

Indiana’s LDCs serve three different types of customers:
residential, commercial, and industrial. The following
statistical data is according to the U.S. Energy
Information Administration (EIA). In 2014, Indiana’s
residential customers consumed more than 156 million
dekatherms (Dth) of natural gas, which accounts for
approximately 22% of the state’s total volumes delivered
to consumers. EIA also found that Indiana’s commercial
customers consumed about 13% of the state’s total
volumes delivered to consumers or almost 91 million
Dth of natural gas in 2014.

Industrial customers accounted for 53%, or 376 million
Dth, of the state’s total natural gas volumes delivered,
making Indiana the 4th highest state in the U.S. for
industrial natural gas consumption. Electric power
consumers accounted for approximately 80 million
Dth or 11% of Indiana’ total consumption. In 2014,
the residential, commercial, and industrial sectors’

consumption increased, while the electric power and
the vehicle fuel sectors’ consumption stabilized as

an overall percentage of Indiana’s total consumption
compared to 2013 values. Nationwide, total natural gas
consumption increased slightly by 3% or 687,668 Dth
from 2013 to 2014.

Top 10 States for Industrial Consumption

Percentage of Total National
Industrial Consumption
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Oil prices, economic growth, and weather are the
primary factors driving demand for natural gas,
according to the EIA. Because natural gas is a

cleaner burning fuel than coal, it is often used as an
alternative fuel source for electric generation, especially
considering today’s low gas prices and proposed U.S.
EPA regulations. Although the magnitude of the
increase is yet to be determined, demand is expected to
continue to grow.

In 2014, total average U.S. natural gas demand grew by
3% to almost 71 billion cubic feet per day (Bcfd), the
highest level on record. The demand increase was driven
by colder than normal winter temperatures, which
drove residential and commercial demand up by 3%

in 2014, according to a report by the U.S. Department
of Energy Federal Energy Regulatory Commission
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Office of Enforcement. Industrial natural gas demand also
grew by 2% due to low natural gas and natural gas liquid
prices. The report also concluded that a cooler than normal
summer caused a 3% reduction in demand from the power
generation sector. Natural gas demand in the Midwest

was the highest on record in 2014, up 3% from 2013. The
extreme cold in early 2014 caused a spike in natural gas
prices. In 2014, the average spot market natural gas prices
were 16% higher ($4.32/MMBtu) at the Henry Hub, a
natural gas distribution hub. The Chicago Citygate, another
natural gas delivery point, experienced the highest increase,
but average prices were elevated by 14% to 43% at key hubs
around the U.S. Prices did stabilize and end up below $3.00/
MMBtu by late December 2014 as storage levels recovered.

New technology and lower extraction costs have led to
increased drilling for non-conventional gas supplies (e.g.,
coal bed methane, shale gas, and tight sands). Tapping
formerly unrecoverable sources of gas has contributed
significantly to supply, which continues to overwhelm
swings in demand. According to the EIA, the main factors
influencing supply include:

« Variations in natural gas production levels,
o Net imports,
« and Storage levels.

The U.S. Department of Energy — Federal Energy
Regulatory Commission — Office of Enforcement provided
a State of the Markets Report, which made several notable
findings regarding supply side factors.

Mild summer and fall temperatures as well as steady
increases in U.S. natural gas production caused market
participants to inject almost 2.8 trillion cubic feet (Tcf)
into storage during the 2014 refill season, which is almost
10% greater than the previous high. Natural gas storage
inventories were 47% higher in March 2015 than the
previous year, which resulted in downward price pressure

going into the summer. Other developments impacting
supply in the long-term include FERC approvals for
liquefied natural gas (LNG) exportation. U.S. natural gas
exports continue to rise. Eight LNG export projects were
approved by the end of 2014, four are under construction,
and the Sabine Pass project, located in Louisiana, is
expected to enter service in 2016.

In 2014, natural gas production averaged 68 Bcfd, up 5%
from 2013’ record high. Crude oil prices fell to a low of

$53 by December 2014, which led to reduced drilling in the
second half of 2014. Increased production efficiencies, the
associated gas often found in the liquid-rich plays, and the
backlog of uncompleted wells help maintain current drilling
and supply levels.

‘woil prices fell to alow! !

of $53 by December
4 2014,:which led¢#
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half of 2014.




Recently, consumer and environmental groups have
raised concerns about the production of shale gas, which
is natural gas trapped in shale formations. To extract
shale gas, shale formations must be drilled or fractured.
Well fracturing is water intensive and may affect the
availability of water for other uses. Additionally, the
wastewater produced by hydraulic fracturing (fracking)
can contain potentially hazardous chemicals. As such, it
is important to prevent contamination of surrounding
areas and find safe methods of treatment and disposal
of wastewater. In states where drilling has taken place,
concerns were raised regarding possible air pollution
and contaminated drinking wells. As a result, the federal
government launched a review of hydraulic fracturing.
The U.S. EPA released a progress report in December
2012 and a final draft assessment report for peer review
in 2015.

In Indiana, the Department of Natural Resources’
Division of Oil and Gas permits fracking, and operators
are required to disclose the chemicals used in the
process. Of the 101 Indiana wells completed in 2013, 75
wells were fracked.

Although it appears the industry is making strides

to enhance transparency through disclosure, some
remain skeptical. The results of the U.S. EPA study
should provide the industry and the public with a

better understanding of its view of fracking and the
environmental impacts. If new federal regulations are
imposed or if restrictive legislation is passed regarding
drilling techniques and practices, the price of natural gas
could increase.

The U.S. has become glutted with natural gas due to the
fracking of shale formations. Thus, the U.S. is shifting
from an importer to an exporter of LNG. In 2014, U.S.
natural gas prices were approximately $4/Dth and
annual average European Union price for natural gas
was approximately $10/Dth according to public sources.
The price discrepancy between the U.S. market and

the European Union market creates an opportunity for
natural gas producers to increase profits by exporting
LNG. The lack of exporting facilities and federal
regulation on exporting LNG has prevented natural gas
producers from becoming LNG exporters.

Pursuant to the Natural Gas Act of 1938, authorization
is required from the Department of Energy (DOE) for
companies seeking to export LNG to a foreign country.
There are two types of approval, FTA (Free Trade
Agreements) and non-FTA approval. FTA approval is
the authorization to export LNG to countries that the
U.S. has a free trade agreement with and non-FTA is the
authorization to export LNG to countries with which
the U.S. does not have a free trade agreements. FTA
applications receive the quickest approval from the DOE.
Non-FTA applications receive more scrutiny and take
longer to approve, as these types of applications must be
deemed in the public’s interest. According to the DOE,
it has approved 54 FTA and non-FTA applications to
export 41.95 Bcfd and has eight non-FTA applications
pending under DOE review.
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Pricing and
Economics

Over the last 10 years, Indiana has consistently performed

well in comparison with other states for residential and
commercial delivered (bundled) gas prices. Gas moves through
the transmission system and enters the distribution system,
where LDCs deliver gas to customers on either a bundled basis
(i.e., commodity and transportation) or unbundled basis (i.e.,
the customer buys gas from a producer or marketer and pays

the LDC to transport the gas from the city gate to the customer’s
facilities).

According to the EIA, Indiana ranked 10th lowest nationally
and 6th lowest in the Midwest region (i.e., Illinois, Indiana,
Iowa, Kansas, Michigan, Minnesota, Missouri, Nebraska, North
Dakota, Ohio, South Dakota, and Wisconsin) for 2013 average
residential gas prices. The state average residential gas price
decreased from $8.94 per thousand cubic feet in 2012 to $8.43
per thousand cubic feet in 2013. These prices are higher than
the commonly referenced commodity cost of approximately

$3.73/Mct, because they are bundled prices. Neighboring states’

average residential retail rates per thousand cubic feet for 2013
are as follows: Illinois $8.20, Kentucky $9.80, Ohio $9.46, and
Michigan $9.09.

Indiana ranked 17th lowest nationally and 9th lowest in the
Midwest for 2013 average commercial gas prices. Indiana’s
2013 average commercial price was $7.59 per thousand cubic
feet, which is lower than the 2012 average price of $7.68 per
thousand cubic feet. Neighboring states” average commercial
retail rates for 2013 were as follows: Illinois $7.57, Kentucky
$8.32, Ohio $6.20, and Michigan $7.82 per thousand cubic feet.

In 2013, Indiana average industrial gas prices increased to
$6.54 per thousand cubic feet price from $6.19 per thousand
cubic feet. Neighboring states’ average industrial retail rates
for 2013 were as follows: Illinois $6.00, Kentucky $4.84, Ohio
$6.14, and Michigan $6.97 per thousand cubic feet.

2013 State Residential Gas Prices
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Note that this data was the most recent data available

at the time of the printing of this report. Therefore, the
analysis is based on 2013 statistics. Once the information
is updated by the EIA, the 2014 data will be available

at www.eia.gov/dnav/ng/ng_pri_sum_a_EPGO_PIN_
DMcf _a.htm.

When natural gas utilities incur costs beyond their
control (e.g., federal regulations and market price
volatility), they typically occur outside the context of a
rate case. In order for natural gas utilities to recover these
costs, state law allows them to petition the Commission
for approval of a rate adjustment mechanism (tracker).

A tracker assists in the timely recovery of costs, which
improves the financial health of the utility. Before costs
are passed on to customers, the Indiana Office of Utility
Consumer Counselor reviews the underlying support for
the requested rate adjustment and may provide evidence
supporting or contesting the request in proceedings.

The Commission also reviews the tracker and evidence
before rendering a decision.

Natural gas residential customers typically paid similar
prices for natural gas in 2015 and 2014. In 2014, a
residential customer using 200 therms would have
received a bill for $181.80. In 2015, this bill would have
slightly increased to $183.36. 2015 bills are comparable
to the five-year industry average of $179.27. In addition
to the chart below, residential natural gas bill survey
information is located in Appendices J and K.

The cost of the actual natural gas commodity accounts
for a majority of a customer’ bill. On average, gas usage
(i.e., commodity cost) accounts for approximately 64%,
while distribution costs account for approximately 32%.
All other trackers approved by the Commission account
for slightly less than 4% of a customer’s monthly gas bill.

Residential Gas Bill Comparison 2011 to 2015

$190.00
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2011 2012 2013 2014 2015 5-Year

Source: See Appendix K AVg

Utilities do not profit from the gas commodity portion
of consumers’ bills, because the GCA tracker involves a
dollar-for-dollar pass-through of gas costs. The overall
weighted cost of gas and a utility’s purchasing practices
are reviewed before approval by the Commission. For
costs to be approved, each utility must demonstrate its
purchases were prudent. This means utilities must make
reasonable efforts to mitigate price volatility, which
includes having a program that considers current and
forecast market conditions and the price of natural

gas. One way to achieve this is by having a diversified
portfolio mix (i.e., a balance of purchases such as fixed,
spot market, and storage gas).

Breakdown of Residential Billing
Components for the Four Largest
Indiana Natural Gas Utilities

CITIZENS SIGECO

INDIANA GAS NIPSCO

B COMMODITY COST %  MIDISTRIBUTION COST %  EADJUSTABLE RATE MECHANISM COST %
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Infrastructure

To transport natural gas to end-use customers, utilities
maintain thousands of miles of transmission pipelines and
distribution mains. Over time, the natural gas industry has
studied and developed best practices for the maintenance
and replacement of aging infrastructure. Although age is
one factor in considering whether a pipeline may need

to be replaced, the type of material used (bare steel, cast
iron, or plastic), its location, and the relative risk to public
safety are also considered. In accordance with pipeline
safety standards, utilities perform inspections of their
pipeline facilities on a regular basis to help identify areas

at risk. Based on the results of these inspections, corrective
actions are initiated. In some cases, this may include
implementing replacement programs for existing bare steel,
cast iron, or wrought iron systems. Many of these pipes
need to be replaced because older pipelines of this nature
were not coated or cathodically protected when they were
installed years ago. Consequently, corrosion and leaks have
developed over time. To enhance reliability and safety, many
utilities now use plastic pipe for their distribution systems.

Indiana’s natural gas infrastructure consists of more than
75,000 miles of intrastate pipelines, placed in service over
the past 80-plus years. Included in this total are more than
40,000 miles of distribution mains, which transport gas
within a given service area to points of connection with
pipes serving individual customers. More than 60% of
the state’s distribution mains are at least 30 years old. Also
included in the state’s infrastructure are approximately
1,900 miles of transmission lines, which transport gas from
a source or sources of supply to one or more distribution
centers, large volume customers, or other pipelines that
interconnect sources of supply. Typically, transmission
lines differ from gas mains in that they operate at higher
pressures, are longer, and have a greater distance between
connections. More than 65% of the state’s transmission
mains are at least 40 years old.

Federal guidelines for integrity management require
that operators, including LDCs, and pipeline companies
make every effort to assess threats to their pipeline. The
replacement of aging infrastructure continues to be an

ongoing focus as demand for service

Age Profile of Jurisdictional Transmission Lines connections continues to Increase.
and Distribution Mains Enacted in 2014, Senate Enrolled Act
560 provided for the costs of replacing
Age Transmission Lines Distribution Mains aging gas transmission and distribution
Years Old Miles | % ofTotal Miles Mains % of Total . 1. .
pipeline, as well as the expansion of gas
80+ - - 442 1.10% T .
pipeline to certain unserved areas, to be
70-80 26 1.36% 304 0.76%
recovered through a new tracker called
60-70 293 15.07% 2,847 7.08% .. C .
the transmission, distribution and storage
50-60 703 36.23% 8,993 22.36% .
% % system improvement charge (TDSIC).
40-50 256 13.17% 4,867 12.10%
30-40 175 9.102% 6,905 17.17% As a result of the TDSIC filings, the
20-30 259 13.36% 8,152 20.27% Commission has approved the
10-20 175 9.02% 5,598 13.92% replacement of a significant amount
0-10 27 1.38% 1,428 3.55% of aging infrastructure.
Unknown 27 1.39% 677 1.68%
Total 1,941 100.00% 40,213 100.00%
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~ - Regulafory Responsibility
: As of the printing of this report, the Commission regulates 87 of the 535 water utilities and 39 of the

547 wastewater utilities. From data reported to the Commission in 2014, which includes utilities not
currently under Commission jurisdiction, regulated water systems have $4.5 billion of utility plant
in service, annual revenues of $594.3 million, and a total rate base of $2.8 billion, while regulated
wastewater utilities have $2.7 billion of

utility plant in service, annual revenues
of $224.6 million, and a total rate base of
$1.2 billion. Although the Commission

Jurisdictional Water & Wastewater Ufilities

only regulates a fraction of the state’s Type of Utility
water utilities, these entities serve "
Municipal Water 29
approximately 45% of Indiana’s water :
Not-For-Profit Water 26

consumers. Many water systems outside
Investor-Owned Water

the Commission’s jurisdiction only serve —
Conservancy District Water

7
6
Water Authority 4
6

a small number of customers, while the
largest regulated water utilities provide

] g ; Not-For-Profit Wastewater
service to primarily urban areas that are

Investor-Owned Wastewater 18

more densely populated.

Noft-For-Profit Water/Wastewater 2

Investor-Owned Water/Wastewater




Eighty-five percent of wastewater customers are served The legal form of a utility determines the existence and

by non-jurisdictional utilities, as the Commission does extent of the Commission’s jurisdiction. Although many
not regulate municipal wastewater systems. Based on data water and wastewater utilities were initially regulated,
reported in 2014, only four regulated wastewater utilities state statute allows certain utility types to withdraw from
serve more than 5,000 customers: jurisdiction. For other water and/or wastewater utilities, the

C ission has limited ight.
o CWA Authority, Inc. (229,301 customers) OMMISSIon hias fiited Or NO OVersig

« Sanitary District of Hammond
(35,052 customers)

o Hamilton Southeastern Utilities, Inc.
(19,777 customers)

« Utility Center, Inc. (12,849 customers)

Commission Jurisdiction Based on Utility Type

Ability to
el EEL:rsges ::E:Ié’t?:ns ;Irvgfrl;\]draw .'l‘l t?risdiction
Jurisdiction
Investor-Owned Water* v v v
e e ‘
Not-for-Profit Water v v v
Water Authority v v v
Noft-for-Profit Wastewater | v/ v v v
Municipal Water** v v
Municipal Wastewater** v
Regional Water District v
Regional Sewer District*** v
Somenvgpeyater |, .
Conservancy Sewer District v

*Investor-owned water and wastewater utilities with 300 customers or less may opt out of the Commission’s jurisdiction, per Ind. Code § 8-1-2.7-1.3.

**Ind. Code § 8-1.5-6 provides Commission with jurisdiction to resolve territory disputes between water and wastewater utilities if the dispute occurs within a specific number
of miles outside a municipal corporate boundary. In some instances, the Commission may have jurisdiction to review rates and charges for municipal wholesale sewage service
contracts under Ind. Code § 8-1.5-6-8 and § 8-1-2-61.7.

***Campgrounds served by regional sewer districts have the ability to appeal to the Commission’s Consumer Affairs Division for an informal review of a disputed matter, per Ind.
Code §13-26-11-2.1.

*0+ Commission has jurisdiction over conservancy districts that make an election to provide water service under Ind. Code § 14-33-20 in its District Plan. Water conservancy
districts with fewer than 2,000 customers may opt out of the Commission’s jurisdiction, per Ind. Code § 8-1-2.7-1.3.




Largest Regulated
Water Utilities and the
Number of Customers

- Citizens Water — 305,062

- Indiana American Water Co. — 288,531

- Fort Wayne Municipal Water — 84,004

!_.I Evansville Municioal Water — 61,652
South Bend Municipal Water — 42,782
Lafayette Municipal Water — 29,246

Hammond Municipal Water — 25,934

Anderson Municioal Water — 21.722

- Bloomington Municipal Water — 24,420

Elkhart Municipal Water — 17,832

Columbus Municipal Water — 15,942
Michigan City Municipal Water — 12,760

Note: Fire protection customers and interdepartmental
sales are not included; municipal systems are based

on city boundaries and may not represent the actual
service territory. Utility Center, Inc’s customers were

not included as it was sold to Fort Wayne in 2014.

T g .|. 2 I + One utility providing 100% of a neighboring
e r r | O r I O system’s water supply seeks to limit the supply
provided, or in extreme cases, to completely shut

C O m p e-i- I -I- I O n off the water. When water supply is limited, a

provider hopes to gain a competitive advantage to

Competition in the water and wastewater industries is P he ol s Pl o T Feustomers.

practically non-existent with respect to price and quality

of service. However, competition does exist for service In the first two examples, customer rates in the area may
territory. Although customer growth allows utilities to increase due to inefficient expansion of infrastructure or
generate economies of scale and provides rate stability, the duplication of facilities such as underground pipes.

competition for new territory may lead to service area

. . . : T The Commission’s authority to settle territorial disputes
disputes. Service area disputes arise out of one utility’s Y p

. . . . i h: Indi -1.5-6, which
actions to claim territory in areas near another utility. i n o St R s

Examples of such actions include: signed into law in 2014, and due to the repeal of Indiana

Code § 8-1-2-86.5. The change relates primarily to

« Extension of water mains to areas where it is at situations where a municipal utility passes a regulatory
best marginally feasible, in an effort to discourage ordinance that exerts exclusive authority to provide
another utility from providing service service in an area outside the municipality’s corporate

boundaries.

» More than one utility installs infrastructure in the
same area to serve customers
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Pricing and
Economics

Nationally, water and wastewater rates are outpacing

inflation. Indiana is similar in that water and wastewater
utilities are experiencing cost increases for several
reasons: replacement of aging infrastructure, compliance
with U.S. EPA standards (e.g., water quality and
wastewater effluent), increases in expenses (e.g., labor,
chemical, and power), maintenance projects to uphold
the quality of service, and the relocation of facilities.

Rates are rising more rapidly than electricity or natural
gas rates and much faster than the overall consumer
price index (CPI). For example, from 2005 to 2014 water
and wastewater rates rose 5.74% per year, while the CPI
rose at a slower pace of 2.21% per year.

Rate Increases

Overall, the number of general rate increase requests,
which excludes trackers, was similar to those made

in 2013. In 2014, eight water utilities were approved

for general rate increases averaging 33.41%, and three
wastewater utilities were approved for general rate
increases averaging 41.38%. However, these percentages
do not tell the whole story. As of Jan. 1, 2015, the average
water and wastewater rates regulated by the Commission
are relatively low at $29.83 per 5,000 gallons for water
and $55.20 per 5,000 gallons for wastewater, on average.

Comparison of Utility Prices

from 1983 to 2014
Index is Set to 100 for 1982—1984

Water/Wastewater
00— /

Electricity

350 —| /
Natural Gas /
300
\

250 | CPI

200 f‘/\
150 A / /\$

Water/Wastewater Residential
Bill Comparison for 5,000 Gallons
Consumption; 2011-2015

$60.00 ——| WWater
B Wastewater

$50.00

$40.00 -

$30.00

$20.00

$10.00 -

2011 2012 2013 2014 2015 5-Year
Avg.

Source: Billing Surveys (see Appendices M and N)

—_————"

50

N
Source: U.S. Bureau of Labor Statistics (See Appendices N and O for 2015 data)




B Enn

f e K
Ll e *f\\:\ Il "'\"‘W_’\’ ~

In some areas of the state, customers pay significantly
more for water and wastewater service than in other
areas. In fact, of all the industries, water and wastewater
utilities have the greatest disparity in rates. This rate
disparity is because rates are largely dependent on the
length of time between rate cases, the condition of the
infrastructure, and the number of customers served.
For smaller systems, rates tend to be significantly higher
due to costs being spread over a smaller number of
ratepayers. These small wastewater systems typically
serve a single subdivision and do not experience
customer growth. Therefore, when significant upgrades
are required, the cost is spread over a small customer
base, resulting in significant rate increases. When large
projects are part of a rate case, the Commission has
granted phase-in rates, which help mitigate bill shock.
Additionally, costs incurred to maintain infrastructure is
also a factor in increasing rates. If the system is not well
maintained, it is more expensive to repair.

Supply

As utility rates are based on cost-of-service, the

traditional forces of supply and demand do not
determine pricing. However, as more water is needed to
keep up with demand, the cost of obtaining that water
results in higher rates. Indiana Code 8-1-30.5 requires
the Commission to gather information about the

state’s water resources each year from all water utilities,
including those not regulated by the Commission. In
2013, the Commission issued its first Water Utility
Resource Report (WURR) to present information about
the industry, provide analysis of collected data, and
make specific recommendations regarding Indiana’s
water resources.

The 2014 WURR continued to find that northern
Indiana’s groundwater resources are considered good

to excellent with access to many surface water sources
including Lake Michigan. Central Indiana’s groundwater
resources are fair to good and its access to surface water
includes many rivers and streams and several reservoirs.
Southern Indiana has a limited supply of groundwater
and access to several rivers for surface supply, but
streams do not have a hydraulic connection to ground
water. Reservoirs exist, but drinking water supplies are
not fully allocated.

Note that per Senate Enrolled Act (SEA) 474, data from
the 2015 WURR has been delivered to the Indiana Finance
Authority (IFA). IFA will be preparing this year’s report,
which is due to the legislative council November 2015.
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Modernization
and Efficiency

The Commission continues to resolve complex issues
when small utilities run into trouble, but its primary goal
is to prevent utilities from becoming troubled in the first
place. The Water and Wastewater Division continues to
assist small utilities with managing costs and improving
their financial, managerial, and technical capabilities. The
Commissions continues to do this by:

« Creating an Alternative Regulatory Procedure (ARP)
for small water and wastewater utilities;

o Assisting small utilities with cost control, including
development of information about wholesale water
purchase arrangements, equipment sharing, and
investigating cooperative purchasing;

« Focusing on water loss and consumer education; and

 Developing a Small Utility Accounting Manual to
assist utility personnel in the proper recording of
financial transactions.

In Cause No. 44203, the Commission approved an ARP for
small water and wastewater utilities as part of a settlement
agreement between the Commission testimonial staff and
the Indiana Office of Utility Consumer Counselor. The ARP
allows small systems serving fewer than 3,000 customers to
obtain annual rate increases without the need to file a rate
petition or incur the associated costs. The ARP authorizes
eligible utilities to increase rates on an annual basis for five
years after its most recent rate proceeding. Rate increases
are based on an annual cost index, which includes a labor
index, industrial power index, industrial chemical index,

by

and consumer price index. The annual rate increases are
capped at 7.5%, with a 25% cap on cumulative increases
between any two general rate increases.

The ARP motivates utilities to improve financial,
managerial, and technical capabilities by requiring
participants to meet annual requirements focused on
improving these capabilities in return for an annual rate
increase. The annual requirements, which were developed
based on utility best practices, consist of mandatory and
elective program elements. A utility must complete a
specified number of elective program items for each of the
five years. Although a few utilities have inquired about the
program, no utility has requested an annual rate increase
under the ARP.

The Commission has focused its educational training in
two major areas: hands-on training and information on
its website. Based on the success of earlier workshops,
the Commission continues to hold workshops on how to
complete the Commission’s small utility rate application

Water Loss from 2008 —2013
—o— Utilities Reporting Water
Loss Greater Than 15%
50 ~—— Utilities Reporting Water |
Loss Greater Than 25%
40 —_
) \’\/‘
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—=
o T T 1
2008 2009 2010 2011 2012 2013
Source: TURC Annual Reports




and annual report, the basics of utility accounting, and
tools for strategic planning and asset management.

To make educational materials more accessible, the
Commission continues to find ways to better its

website by providing documents useful to utilities,

such as standard operating procedures, generic
maintenance plans and forms, best practice guides,
emergency response, conservation, and board training.
The Commission’s website also houses a small utility
toolkit that provides Commission-specific regulatory
information, infrastructure funding options, and other
assistance. These efforts appear to be successful in that
data from annual reports submitted by regulated utilities
show an increase in the number of utilities implementing
an asset management program. Furthermore, the
Commission continues to see a downward trend in
utility reported water loss.

Ind. Code § 8-1-2-42.5 requires the Commission to
conduct a periodic review at least once every four

years for regulated systems that serve more than 5,000
customers that have not received a Commission rate
order within the last four years. A periodic review
occurred for the 2013 calendar year and was completed
in October 2014. Staff compared the actual financial
results of 14 utilities to the amount allowed in the utility’s
most recent Commission rate order. The Commission
established guidelines through General Administrative
Order 1991-2 for staff to administer during this review.
If a utility passes a Level One review (the utility is

not significantly over-earning or under-earning) the
review is complete. One of the two utilities that was
significantly under-earning had a case pending before
the Commission during the pendency of this review. The
remaining municipal utility is aware that a rate increase
is necessary. However, the utility desires to correct issues
with its treatment plant before filing its case. The Level

One review for one municipal utility indicated excess
revenues. A Level Two review was performed and the
utility passed.

Water Efficiency

Water efficiency programs are being developed by
individual utilities and at the state and national levels in
an effort to manage customer usage. At the state level,
the Department of Natural Resources has developed
water conservation goals and objectives, as required

by the Great Lakes Compact. At the national level, the
U.S. EPA has developed the WaterSense® program that
labels water efficient appliances, products, services,

and practices (e.g., low-flow shower heads, low water
washing machines, and low flow irrigation systems). This
program is similar to the Energy Star program, which
identifies energy efficient appliances. For example, if a
household can save 40,000 gallons per year and water
rates are $3.00 per 1,000 gallons, the savings amounts to
approximately $120 per year.
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Infrastructure

Much of the nation’s infrastructure has aged and will need

full-scale replacement over the next few decades. This is
problematic because the water sector remains extremely
capital intensive, investing more capital per dollar of
revenue generated in 2014, than any other industry. This
figure is high due to the need for large investments and
relatively low revenues. Consequently, water utilities are
typically seeking to increase general rates in order to replace
necessary infrastructure.

However, water and wastewater utilities in Indiana may
seek to recover costs for the replacement of distribution
and collection lines through a distribution system
improvement charge (DSIC). Recent legislation has
expanded the DSIC to include wastewater utilities

(2014 HEA 1132) and municipal and non-profit utilities
(2015 SEA 516) and increased the level of DSIC revenues
from 5% to 10% of the utility’s revenue approved in its
most recent general rate case.

Capital Invested Per Dollar
of Revenue in 2014
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Aging infrastructure is one of the most critical issues in

the water and wastewater industry today;, as it is costly to
replace infrastructure that is largely underground. Water
systems are comprised of wells (for groundwater), treatment
facilities, water tanks, and distribution systems. Distribution
systems are composed of pipes, valves, and pumps, which
move water from the treatment plant or water tanks to end
users. Throughout Indiana, these pipes vary in age and
material. Many older systems built during the turn of the
last century consist of cast iron and even wood piping that
would not be used today.

Due to the age of their water systems, Indiana’s oldest
communities are experiencing an increase in water main
breaks made of cast iron pipe. Distribution system piping
manufactured and installed during the growth periods of
the 1940s and early 1950s is particularly vulnerable due

to the common use of a thinner pipe wall and cast iron.
This particular generation of cast iron has become more
brittle with age and is beginning to fail. Deterioration can
worsen in piping that was installed in highly corrosive
soils. As this generation of piping requires replacement, our
oldest and largest communities bear the greatest financial
burden, because these pipes represent the majority of their
distribution system.

Newer systems rely on polyvinyl chloride (PVC), high-
density polyethylene (HDPE), and ductile iron piping.
Although the materials used in modern pipe manufacturing
often have superior corrosion resistance, some materials are
unquestionably thinner and cheaper than their alternatives.
This requires greater emphasis on alteration of ground
conditions and proper installation to achieve the desired
longevity of the infrastructure. Modern plastic pipes such as
PVC and HDPE have strong corrosion resistance properties
but generally have weaker structural properties. In many
cases, utilities may prefer a structurally stronger pipe such
as ductile iron at a greater material cost to mitigate the risk
associated with installation errors.
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Indiana Infrastructure Needs
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According to the U.S. EPA, Indiana’s water and
wastewater infrastructure needs total $14 billion over
the next 20 years. In terms of wastewater needs, Indiana
reported one of the highest increases among all states
since 2004, led by pipe repairs and replacement (up
233%), wastewater treatment (up 224%), and nonpoint
source pollution control (up 91%). Additionally, Indiana
was one of the states with the highest reported need

for combined sewer overflow (CSO) remediation ($5.0
billion). Although the Commission regulates Indiana’s
largest combined system (CWA Authority, Inc.), the vast
number of remaining combined systems are municipal
(e.g., Evansville, Jeffersonville, Fort Wayne, Kokomo,
and Lafayette), which are regulated by their elected local
governments. These combined systems are engaged in

a variety of CSO control projects ranging from storage
tunnels to other forms of offline storage and satellite
treatment, the most complex and expensive being the
Deep Rock Tunnel Connector Project in Indianapolis.

For drinking water infrastructure, Indiana’s projected
needs have more than doubled since 1995, from $2.4
billion to $6.4 billion in 2011, but has leveled off since
the last reporting period. Sixty-nine percent of this
need can be attributed to transmission and distribution
projects.

To assist with the high capital costs associated with the
water and wastewater industry, numerous federal and
state funding options are available for infrastructure
investment. These programs include the State Revolving
Loan Fund, U.S. Department of Agriculture-Rural
Development loans and grants, community focus fund,
and private activity bond.
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Water Utility
Resource
Report Data

The Commission accepted 2014 Water Utility Resource
filings through April 30, 2015. A total of 443 of the state’s
535 water utilities filed the report and 415 of the filings were

deemed complete enough to be accepted. As previously
mentioned, data was delivered to the IFA on May 11, 2015.

Annual submissions continue to decline slightly, although
the quality of the data collected continues to improve given
the high number of accepted reports. The Commission is
concerned that declining participation will soon negatively
impact the number of reports approved in future studies.
With fewer utilities participating, we are likely to see the
number of approved reports also decrease.

Utility Response to Commission
Request for Water Resource Data
——Total Utilities
~—— Submitted
600 Approved
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500
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Communications

1v1ision

Reqgulafory
Responsibility

The Commission's Communications Division monitors regulatory |
proceedings and policy initiatives at the federal, state, and local levels, to

determine the impact of those policies and whether comments should

be filed in those proceedings. Additionally, the division implements

a state universal service program and provides recommendations on

matters including applications for certificates of territorial authority

(CTAs) for communications service providers (CSPs), and franchises

for video service providers (VSPs). The division also serves as the direct

marketing authority for video service providers wanting to conduct

direct marketing activities in the state.



All CSPs must have a valid CTA in order to offer service
in Indiana. Providers must receive authorization by

the Commission to offer any of the following services:
telecommunications, information, and video. Providers
of video service must also hold a video service franchise
from the Commission, the sole video franchise authority
in Indiana. Additionally, the Commission designates all
eligible telecommunications carriers (ETCs) in the state,
which enables those carriers to obtain support from the
federal Universal Service Fund (USF). The Commission
would also make a determination regarding providers of
last resort (POLR) in the event a current POLR withdraws
from a given area of the state. The Commission has no
jurisdiction over the approval of rates and charges of CSPs,
with the exception of intrastate access rates. Therefore,
comprehensive rate comparison data is unavailable.

The Commission also resolves carrier-to-carrier disputes,
manages policies regarding telephone numbering resources
(pursuant to federal and state law), and protects consumers
from unauthorized changes to their service (cramming), and

unauthorized changes in their service providers (slamming).

Competition
and Pricing

The Commission is statutorily charged with analyzing

the effects of competition and technological change on
universal service and the pricing of all telecommunications
services offered in Indiana. As detailed information on

the effects of competition and technology changes on
pricing of telecommunications services offered in Indiana
is unavailable, this section is focused on efforts to expand
telephone service availability in Indiana. This expansion

is often referred to as “universal service,” which has been

a key factor in reaching areas that are difficult to serve. In
addition to various programs within the FCC’s federal USE,
which is meant to expand the availability of both telephone
and broadband services and networks, the Commission

oversees a state program known as the Indiana Universal
Service Fund (IUSF).

The TUSF provides cost recovery so that companies in “high-
cost areas” may continue to offer services at rates that are
“just, reasonable, and affordable” as required by TA-96. In
2007, the IUSF was implemented to ensure communications
networks are built and maintained in areas of the state that
are not economical to serve due to challenging terrain or
extremely low density development. When the fund was
established by the Commiission, it was determined the fund
should be reviewed every three years to:

1) Ensure the operations of the IUSF are meeting the
Commission’s objectives of preserving and advancing
universal service within the state; and

2) Ensure that the processes, funding levels, size, and
operation and administration of the TUSF remain
adequate and sufficient, among other considerations.



The last triennial review was completed in 2012. At

that time, the FCC had recently released the USF/ICC
Transformation Order that resulted in sweeping changes
to federal universal service rules and policies. Consensus
was reached by industry stakeholders testifying during
the triennial review that the status quo should be
maintained because it was too soon to determine the
long-term effects of the FCC’s new rules and policies
regarding universal service. The Commission concluded
their review and implemented no changes to the fund.
The next triennial review of the IUSF is scheduled for
late 2015.

One aspect of the IUSF that may be reviewed for
possible changes in 2015 is its funding mechanism.
Currently the IUSF is funded by a small surcharge

on intrastate retail telecommunications revenue. The
third-party administrator of the IUSE, Solix, Inc., has
recommended that the Commission consider expanding
the contribution base to include interconnected VoIP
services. In its 2012 annual report, Solix, Inc. noted
“billed intrastate retail revenues continue to decrease,
even among wireless carriers” The FCC has required
interconnected VOIP providers to contribute to the
Federal USF since June 27, 2006. According to the
National Regulatory Research Institute, ten states
require contributions from VoIP providers. Solix,
Inc. recommended that the Commission examine
the feasibility of including VoIP providers. The IUSF
Oversight Committee in turn recommended that the
Commission, “...make a determination on the suitability
of expanding the base of contributors to the IUSF to
include interconnected VoIP providers” while not
expressing a unilateral recommendation of its own.

In July 2006 the Commission became the sole franchise
authority for the issuance of new video service
franchises. Before this time, video service providers
(VSPs) were subject to exclusively held local franchises.
Since 2006, 49 VSPs have applied for and been granted
state-issued franchises. The number of providers

by county varies, with some locations being more
competitive than others. The industry has also seen some
consolidation over the last few years and will continue
to as current and future mergers are approved. The
technologies used to provide video service to Indiana
customers include: co-axial cable, hybrid fiber coax,
fiber to the premise (FTTP), fiber to the node (FTTN),
internet protocol television (IPTV), digital subscriber
line (DSL), and asymmetric digital subscriber line
(ADSL). The Commission does not regulate the rates
and charges for video service and, at this time, does

not have programming and pricing options offered

by VSPs to Indiana customers. Through its consumer
affairs division, the Commission does enforce the federal
customer service standards established by the FCC.
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Video Franchise
Fee Report

In 2012, the General Assembly passed legislation that
required the Commission to gather information from local
government units that receive video franchise fees under a
certificate issued by the Commission or an unexpired local
franchise issued by the unit before July 1, 2006. Responses
for 2014 were received from 358 local government units,
which are down from 426 units reporting in 2013. Of those,
26 indicated that no franchise fees were collected, and 486
video franchises were reported as providing service and
paying franchise fees in the remaining 332 reporting units.
Of those 486 franchises, 439 were providing service under a
state issued franchise and 47 were providing service under
a local franchise. The reporting units reported payments of
franchise fees totaling $34,305,513.

The following is a broad analysis of the
2014 reported data:

+ Responses were received from 46 of the 92 counties in
Indiana. Of those, 18 reported receiving no franchise
fees.

o The majority of the reporting units deposit video
franchise fees in their respective general funds.

« Most of the reporting units use the video franchise
fees for public safety or to cover general operating
expenses. Some use the fees for maintenance of
rights-of-way, roads, and other infrastructure.

256 units reported the franchise fee rate. Those rates
vary from 1% to 5% with the majority set at either 3%
(48% of respondents) or 5% (44% of respondents).

« Many units did not provide the requested information
about the rate charged, how the rate was established,
and the date the rate was set. Conversations with

some clerk-treasurers indicated that recent turnover
in the office made it impossible for them to provide
that information in a timely fashion.

« Some units reported the presence of a video provider
but no franchise fees being paid. When requested,
commission staff provided education on this section
of the statute dealing with the payment of franchise
fees and encouraged a dialogue between the unit
and the video provider(s). Some units have done so
and have begun receiving the fees to which they are
entitled.

To view the Video Franchise Fee Report, see Appendix P.




Pipeline Safety

Division

W Regulatory
4 Responsibility

The Pipeline Safety Act of 1968 established the federal pipeline
safety program. This federal program establishes a framework and
organizational structure for a federal/state partnership regarding
pipeline safety (49 U.S.C. § 601). This framework promotes pipeline
safety through exclusive federal authority for the regulation of
interstate pipeline facilities and federal delegation to the states for all

or part of the responsibility for intrastate pipeline facilities.



e

The federal/state partnership is the cornerstone for ensuring
uniform implementation of the pipeline safety program
nationwide. It also authorizes federal grants to help defray

a state agency’s personnel, equipment, and activity costs.
Grant amounts (up to 80% of program costs) are primarily
determined through annual evaluations of the state’s
program and its annual reporting. Indiana’s program,

as established by statute (Indiana Code 8-1-22.5), has
historically received high marks from the annual federal
evaluations.

The Commission’s Pipeline Safety Division is responsible for
enforcing state and federal safety regulations for Indiana’s
intrastate gas pipeline facilities as established under Indiana
Code 8-1-22.5. The division operates in partnership with
the U.S. Department of Transportation’s (U.S. DOT)
Pipeline and Hazardous Materials Safety Administration
(PHMSA) under a certification agreement.

The Pipeline Safety Division's primary mission is to ensure
the safe and reliable operation of Indiana’s intrastate
pipeline transportation system. This is accomplished
largely through inspections, as well as training, outreach
programs, enforcement through injunctions and monetary
sanctions, and investigations of pipeline accidents. During
fiscal year 2015, the division conducted 814 inspections

of 79 operators and 158 associated inspection units, safely
resolving 140 probable violations.

Additionally, the Pipeline Safety Division is also responsible
for tracking and investigating all alleged violations of

the state’s Indiana 811 law and is active in a variety of
damage prevention efforts. In fiscal year 2015, the division

investigated 1,668 excavation damage cases in this matter.
As a result of these investigations, the Commission
ordered 789 warning letters and 239 instances of training
for pipeline safety violations, as recommended by the
Underground Plant Protection Advisory Committee
(Advisory Committee). In addition, the Advisory
Committee recommended 553 civil penalties totaling more
than $784,000.

Subsequent to the San Bruno, California incident in 2010,
which killed eight people and destroyed 38 homes, the
National Transportation Safety Board recommended

to the Secretary of Transportation that the Office of
Inspector General (OIG) perform an audit of PHMSA. The
objective of this audit recommendation was to determine
the effectiveness of PHMSAT oversight of state pipeline
safety programs in verifying whether State Programs were
executing their pipeline safety enforcement responsibilities
over pipeline system operators effectively. State program
performance and effectiveness ultimately determines the
level of federal funding received.

Results from this OIG audit have resulted in PHMSA’s
increased scrutiny of state program processes and
procedures, which are designed to ensure compliance with
PHMSA State Program guidelines and ultimately enhanced
compliance by pipeline system operators. PHMSA has
also begun voicing concerns over state programs’ limited
use of civil fines to motivate pipeline system operators to
achieve compliance. The Pipeline Safety Division has been
responsive to PHMSA' concerns and continues to work
toward continuous improvement in its overall program,
including enhancements to its processes and procedures
and the use of civil penalties to help ensure pipeline
operator compliance.



Indiana’s
One-Call Law

Excavation damages pose the single greatest risk to

the safe operations of natural gas pipeline systems
throughout the country. To help address this risk
Indiana’s Damage to Underground Facilities Law
(Indiana Code 8-1-26) also known as the state’s “One-
Call” law, establishes requirements both excavators and
underground facility owners are to follow regarding
excavation projects. The law also establishes an
enforcement process that includes possible civil penalties
of up to $10,000 for individual violations of the law.

The Indiana Underground Plant Protection Advisory
Committee (IUPPAC) was established by Indiana
Code 8-1-26 and is comprised of representatives

from various stakeholder groups appointed by the
Governor. The IUPPAC acts in an advisory capacity to
the Commission and makes penalty recommendations
to the Commission after reviewing the findings of the
Pipeline Safety Division regarding alleged violations it
has investigated.

Underground Plant
Protection Account

The Underground Plant Protection (UPP) Account was
established under Indiana Code § 8-1-26-24 to deposit
civil penalties levied and collected for violations of
Indiana’s Damage to Underground Facilities law. Per
Indiana law, the money deposited into this account
does not revert to the state general fund and is to be
used to fund programs established and administered
by the Commission, which are designed to reduce
excavation damages and violations of Indiana’s Damage
to Underground Facilities law. These programs include:

« Public awareness programs concerning
underground plant protection.

« Training and educational programs for
contractors, excavators, locators, operators, and
other persons involved in underground plant
protection.

« Incentive programs for contractors, excavators,
locators, operators, and other persons involved
in underground plant protection to reduce the
number of violations of this chapter.

Since June 2014, the IUPPAC has recommended
penalties averaging $60,000 - $70,000 per month.
As of June 30, 2015, $428,700 in penalties have been
collected and deposited into this account.

The Commission is considering stakeholder feedback
regarding the best and most transparent way to
develop and administer the underground plant
protection programs prescribed by law and funded by
the account.
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Depth Study

In 2009, the Indiana General Assembly mandated a report

for best practices concerning the vertical location of
underground facilities for purposes of Indiana Code 8-1-26,
specifically looking at the viability and economic feasibility
of technologies used to locate underground facilities.

In March 2011, the Common Ground Alliance (CGA), a
national member-driven association dedicated to public
and environmental safety and the prevention of damage to
underground facilities, completed a study sponsored by the
U.S. DOT. This study identified the best practices regarding
damage prevention. Generally, the CGA recommends
hand digging or soft digging within a 24-inch tolerance

on all sides of underground facilities as the safest practice.
Vacuum digging (the use of high-pressure water or air that
breaks up the soil) accompanied by a powerful vacuum that
removes the loosened soil, is also an acceptable alternative
identified by CGA.

The CGA, equipment manufacturers, and the Commission’s
Pipeline Safety Division all strongly recommend hand-
digging, air cutting, or vacuum excavation to expose
underground pipe for visual verification. The Pipeline
Safety Division recommends that all operators of locator
equipment be certified by an accredited organization,

thus ensuring that only qualified individuals are allowed

to perform this important service, which protects
underground facilities and Hoosiers working around them.

While new technologies continue to be explored to address
problems associated with difficult to locate gas lines and
determining the depth of such lines, providing pipeline
depth information to those performing excavation activities
could result in unintended consequences such as the
over-reliance on pipeline depth information and the use

of mechanical equipment within specified tolerance zones
where hand digging would be a safer alternative. Therefore,
the Pipeline Safety Division does not recommend providing
excavators a linear elevation of facilities.

New technologies
continue to be explored
fo address problems
associated with difficult

to locate gas lines and
determining the depth
of such lines.
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Budget
2015-2016 Public Utility Fee Calculation

BILLABLE PORTION OF THE BUDGET

2015-2016 Budget As Passed

2013-2014 Reversions

Prior Year Adjustments

Utility Regulatory Commission $ 9,104,489.00
Utility Consumer Counselor $ 6,157,465.00
Expert Witness Fund $ 826,440.00
Contingency Fund $ 250,000.00
Total 2015-2016 Budget $ 16,338,394.00
2014-2015 Budget Augmentations
Utility Regulatory Commission $ -
Utility Consumer Counselor $ -
Utility Regulatory Commission $ 581,169.60
Utility Consumer Counselor $ 354,757.46
Expert Witness Fund $ -
Contingency Fund $ 250,000.00
Bond Fee Collections $ 72,000.00
Municipal Fee Collections $ 591,468.23
Other Revenue $ 23.79
Total 2013-2014 Reversions $ 1,849,419.08
Expert Witness Fund Reversion (FY2014 Fee) $ (126,157.00)
Pipeline Safety Grant Revenue (FY2011) $ 499,725.00
Total Adjustments $ 373,568.00
Billable Portion of the 2015-2016 Budget $ 14,115,406.92
2014 Utility Intra-State Revenues
Electric Ufilities (45) $ 8,785,607,816.00
Gas Utilities (19) $ 1,725,218,628.00
Sewer Utilities (26) $ 40,708,613.00
Telecommunication Ufilities (200) $ 2,320,912,486.00
Water Utilities (36) $  224,028,669.00
Total Utility Intra-State Revenues $  13,096,476,212.00
2015-2016 Public Utility Fee Billing Rate
Billable Portion of the 2015-2016 Budget $ 14,115,406.92
Divide by: Total 2014 Utility Infra-State Revenues $ 13,096,476,212.00
2015-2016 Public Utility Fee Billing Rate 0.001077802




Revenues for Jurisdictional Electric Ut
Revenues for Year Ending December 31, 2014

lities

% of
Utility Name Operating Revenues Total
Revenue
1 Duke Energy Indiana, Inc. $ 3,173,230,027 34.15%
2 Indiana Michigan Power Co. 2,198,324,268 23.66%
3 Northern Indiana Public Service Co. 1,676,784,655 18.05%
4 Indianapolis Power & Light Co. 1,322,282,168 14.23%
5 So. Indiana Gas & Electric Co. d/b/a Vectren 624,908,723 6.73%
6 Richmond Municipal 78,564,578 0.85%
7 Anderson Municipal 80,957,403 0.87%
8 Crawfordsville Municipal 33,689,587 0.36%
9 Auburn Municipal 34,553,212 0.37%
10 Frankfort Municipal 29,445,492 0.32%
11 Lebanon Municipal 22,441,355 0.24%
12 Tipton Municipal 12,730,769 0.14%
13 Knightstown Municipal 2,481,295 0.03%
14 Kingsford Heights Municipal 679,710 0.01%
15 Greenfield Mills, Inc. Power & Light 19,950 0.00%
Total $ 9,291,093,192