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NORTHERN INDIANA PUBLIC SERVICE COMPANY
TESTIMONY OF LAFAYETTE K. MORGAN, JR.
CAUSE NO. 44688

I.  QUALIFICATIONS

Would you please state your name and business address?

My name is Lafayette K. Morgan, Jr. My business address is 10480 Little Patuxent
Parkway, Suite 300, Columbia, Maryland, 21044. 1 am a Public Utilities Consultant
working with Exeter Associates, Inc. (“Exeter”). Exeter is a firm of consulting
economists specializing in issues pertaining to public utilities.

Please deseribe your educational background.

I received a Master of Business Administration degree from The George Washington
University. The major area of concentration for this degree was Finance. 1 received a
Bachelor of Business Administration degree with concentration in Accounting from
North Carolina Central University. [ was previously a CPA licensed in the state of
North Carolina, but elected to place my license in an inactive status as | pursued other
business interests.

Would you please deseribe your professional experience?

From May 1984 until June 1990, 1 was employed by the North Carolina Ultilities
Commission - Public Staff in Raleigh, North Carolina. 1 was responsible for
analyzing testimony, exhibits, and other data presented by parties before the North
Carolina Ultilities Commission. [ had the additional responsibility of performing the
examinations of books and records of utilities involved in rate proceedings and
summarizing the results into testimony and exhibits for presentation before that

commission. I was also involved in numerous special projects, including participating
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in compliance and prudence audits of a major utility and conducting research on
several issues affecting natural gas and electric utilities.

From June 1990 until July 1993, I was employed by Potomac Electric Power
Company (“Pepco”) in Washington, D.C. At Pepco, [ was involved in the preparation
of the cost of service, rate base, and ratemaking adjustments supporting the
company’s requests for revenue increases in the State of Maryland and the District of
Columbia. I also conducted research on several issues affecting the electric utility
industry for presentation to management.

From July 1993 through 2010, I was employed by Exeter as a Senior
Regulatory Analyst. During that period, I was involved in the analysis of the
operations of public utilities, with particular emphasis on utility rate regulation. I
reviewed and analyzed utility rate filings, focusing primarily on revenue requirements
determination. This work involved natural gas, water, electric, and telephone
companies.

In 2010, T left Exeter to focus on start-up activities for other business interests,
In late 2014, 1 returned to Exeter to continue to work in a similar capacity to my work
prior to my hiatus,

Have you previously testified in regulatory proceedings on utility rates?

Yes. I have previously presented testimony and affidavits on numerous occasions
before: the North Carolina Utilities Commission; the Pennsylvania Public Utility
Commission; the Virginia Corporation Commission; the Louisiana Public Service
Commission; the Georgia Public Service Commission; the Maine Public Utilities
Commission; the Kentucky Public Service Commission; the Public Utilities

Commission of Rhode Island; the Vermont Public Service Board; the Illinois




10
11
12
13
14
15
16
17
18
19
20
21
22

23

Public’s Exhibit No. 2
Cause No. 44688
Page 3 of 25
Commerce Commission; the Indiana Utility Regulatory Commission; the West
Virginia Public Service Commission; the Maryland Public Service Commission; the
Corporation Commission of Oklahoma; and the Federal Energy Regulatory
Commission (“FERC™).
On whose behalf are you appearing?
I am presenting testimony on behalf of the Indiana Office of Utility Consumer

Counselor (“OUCC™).

II.  PURPOSE AND CONCLUSION

What is the purpose of your testimony?

OUCC asked Exeter to review the reasonableness of the level of revenues that
Northern Indiana Public Service Company (“NIPSCO” or “Petitioner”™) is proposing
to charge its customers. As part of an Exeter team, our assignment in this proceeding
was to examine and investigate Petitioner’s revenue requirements, and to present the
findings regarding NIPSCO’s test year rate base and net operating income at present
rates. In developing recommendations with regard to net operating income, I have
incorporated the recommendations of the OUCC’s other witnesses regarding certain
adjustments to revenues and expenses, Based on my findings, I determined the
revenues that are required to generate the OUCC’s recommendation regarding the
overall rate of return on rate base.

Have you prepared schedules to accompany your testimony?

Yes, I have. Schedules LKM-1 through LKM-22 are attached to my testimony.
These schedules present my findings and recommendations regarding Petitioner’s test

year revenue requirements.
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Please summarize your findings regarding Petitioner’s revenue requirement.
NIPSCO has requested an increase in base rate revenues of $126,587,613. As shown
on page 1 of Schedule LKM-1, I have determined that NIPSCO has a base rate
revenue deficiency of $15,612,682 for the test year ended March 31, 2015. This is
the additional revenue needed to generate the OUCC’s recommended overall rate of
return of 5.89 percent after accounting for the OUCC’s adjustments to NIPSCO’s
claimed rate base and operating income. The return of 5.89 percent represents the
OUCC’s recommendation regarding Petitioner’s overall rate of return on rate base,
taking into account OUCC witness J. Randall Woolridge’s recommended retuin on
equity (“ROE”). Page 2 of Schedule LKM-1 shows the derivation of the revenue
deficiency 1 identified and provides a comparison of the OQUCC’s overall
recommendation with NIPSCO’s request.

Schedule LKM-2 summarizes my adjusiments to NIPSCO’s proposed test
year rate base. Schedule LKM-3 provides a summary of my adjustments to test year
revenues and expenses and the resulting net operating income at present rates.
Schedules LKM-4 through LKM-22 present each of the adjustments to NIPSCO’s
claimed rate base and net operating income that I incorporated in developing the
OUCC’s recommended revenue requirement. Schedule LKM-22 presents the
OUCC’s capital structure and overall rate of return.

How is the remainder of your testimony organized?
In the remainder of my testimony, I document and explain each of the adjustments to
rate base and net operating income I made to arrive at the test year revenue deficiency

shown on Schedule LKM-1. My discussion of these adjustments is organized into
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sections corresponding to the issue being addressed. These sections are set forth in

the Table of Contents for this testimony.

III. PREPAID PENSION ASSET

Please explain the adjustment you made to remove the prepaid pension asset
that Petitioner included in rate base.

NIPSCO included the balance of its prepaid pension asset in its original cost rate
base. As recommended by OUCC witness Margaret Stull, I removed the prepaid
pension asset from rate base. The elimination of this balance of $216,303,291 from

rate base is shown on the rate base summary presented on Schedule LKM-2.

IV. NIPSCO PAYROLL EXPENSE

Please explain how NIPSCO established its payroll expense.

Petitioner developed its base salaries and wages expense by annualizing wages for all
test year employees to reflect wages that will be in effect during the rate effective
period. Petitioner then removed the capitalized costs using a capitalization ratio of
22.32 percent. The total annualized payroll costs were multiplied by 22.32 percent
and the product was subtracted from the total payroll cost to derive the payroll
amount charged to Operations and Maintenance (“O&M?”) expenses. The equivalent
of the 22.32 percent capitalization ratio is 77.68 percent O&M ratio (the inverse of
the 22.32 percent capitalization ratio). In other words, NIPSCO’s use of the
22.32 percent capitalization ratio implies that all other payroll costs were charged to
O&M expenses. However, this does not appear to be the case when other data is

analyzed.
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The actual payroll data’ for the test year included in NIPSCO’s filing show
that 68.64 percent of payroll costs were charged to O&M expenses, not 77.68 percent.
The same information shows that 31.36 percent was charged to plant construction,
plant retirement, deferred debits and other liabilities. A comparative analysis shows
that during the 2014 calendar year the results were similar. During calendar year
2014, salaries and wages charged to O&M were 69.50 percent. Additionally,
Petitioner’s response to IG 8-016 shows that the employees group medical insurance
cost was capitalized at an average capitalization rate of 34.55 percent for the months
of April through November of 2015. This implies the amount charged to O&M was
65.45 percent. NIPSCO uscs the same capitalization/O&M ratio for employee group
medical insurance as it does for payroll. Therefore, the data suggest that the 22.32
percent used by NIPSCO to derive the payroll O&M percentage is not correct.
Therefore, I adjusted payroll expense to reflect a 68.64 percent O&M ratio.
This adjustment is necessary to avoid overstating the level of payroll included in the
operating expenses. On Schedule LKM-4, | present this adjustment, which reduces

operating expenses by $716,058.

V. NON-RECURRING, LABOR-RELATED EXPENSES

Please explain what you have referred to as non-recurring, labor-related
expenses.

The non-recurring, labor-related expenses are costs related to a signing bonus that
was paid to bargaining unit employees and costs that NIPSCO has designated as work

continuity expenses. During 2014, $3.3 million was paid to bargaining unit

" NIPSCO MSFR 1-5-8(a)(10), page 2 of 2.
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employees pursuant to Article X of the union contract (the Agreement) that became
effective June 1, 2014. According to Article X, the payment was to be as a “...one-
time payment for prompt ratification of the Agreement.” A portion of these costs
was capitalized and a portion was charged to gas operations. The remaining $1.7
million was charged to operating expenses. With regard to the work continuity
expenses, Petitioner explained that these costs were incurred to prepare for a potential
work stoppage if an agreement between Petitioner and the union was not reached
before the then-current union agreement expired. These costs included internal labor
costs for planning and training for the potential work stoppage; equipment and
facilities rental; contractor, consultants, and security services; and materials such as
beddings, signage, meals, safety equipment, etc. According to NIPSCO, these costs
were incurred from December 2013 through July 2014. NIPSCO has made an
adjustment to include one-fifth of both the signing bonus and the work stoppage costs
in operating expenses as a means of amortizing these costs over a five-year period.
What adjustment have you made to the non-recurring labor-related expenses?
I am recommending an adjustment that removes both the sigmng bonus and work
stoppage costs from operating expenses since these costs are not annually recurring.
Moreover, these costs are related to the period in which they were incurred and not a
{uture period. Specifically, the bonus paid to each employee was not for the provision
of future services. To be eligible for the bonus, one had to be a bargaining unit
employee as of the date the Agreement was ratified. According to the Agreement,
each regular active employee on Petitioner’s payroll on the date of the ratification

would be paid $1,700 as a “...one-time payment for prompt ratification of the

? Petitioner’s response to IG Data Request No. 2-006, included as Attachment LKM-1.
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Apgreement.” Clearly, the action causing the payment has occurred and there are no
future services for which compensation was prepaid. Regarding the work continuity
costs, there is no basis for amortizing those costs over the next five years. Those
costs are normal planning costs and, in my opinion, there is no linkage between
incurring those costs and the five-year period of the current labor agreement. In
addition, a portion of the work continuity costs was incurred before the test year.
Including prior-period costs in the test year would be grounds for disallowance.
Moreover, there is no Commission authorization to defer and amortize these costs.
As a result, those costs are not eligible for inclusion in this proceeding. Based upon
the foregoing explanation, | have made an adjustment on Schedule LKM-5 to
decrease operating expenses by $555,396. Also shown on that schedule is an
adjustment of $26,559 that removes the payroll taxes associated with the signing

bonus that I have removed.

VI. NCSCIL.ABOR COSTS

Please explain your adjustment related to NCSC Labor Costs.

NIPSCO made a similar adjustment to labor charges from NiSource Corporate
Services Company (“NCSC”) to reflect the annual merit increases granted to NCSC’s
employees. The adjustment, as calculated by Petitioner, is derived by annualizing the
payroll based upon only one month. I disagree with this approach because data from
a single month is insufficient to derive a reasonable level of annualized expenses.
Therefore, I am recommending an adjustment to NCSC labor costs based upon

annualizing the labor costs for the entire test year rather than just one month.
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The approach I used to calculate the annualized NCSC costs is similar to the

approach NIPSCO used to calculate its own direct payroll. Since NCSC grants its
wage increases on June 1 of each year, I first adjusted the test year payroll to ensure
that the 2014 wage increase was properly reflected. Next, I applied the wage granted
on June 1, 2015 to annualize the most recent wage increase granted.

Q. Did you also make an adjustment to payroll taxes and employee benefits?

A. Yes. As shown on Schedule LKM-6, T developed an effective payroll tax rate and an
employee benefit rate based upon data from the 12 months of the test year instead of
NIPSCO’s one-month calculation. For payroll taxes, the effective tax rate was
derived from the ratio of payroll taxes to total payroll. For employee benefits, a
similar calculation was made based upon a ratio of employee benefits to total payroll.
The annualized payroll that [ calculated was multiplied by these rates to derive the
OUCC recommended annual level of payroll taxes and employee benefits.

Q. What is the effect of your adjustment on NIPSCO Q&M expense?

A. As shown on Schedule LXM-6, my adjustment to NCSC labor expenses results in a

decrease of $1,200,420 to Operating expenses.

VI11. PENSION EXPENSE

Q. What adjustment have you made to pension expense?
A. NIPSCO developed its adjustment to pension expense based upon an actuarial study
using a July 1, 2015 measurement date. The pension costs, which totaled

$10,941,095, were decreased to reflect the amounts capitalized, resulting in pension

* My adjustment to NCSC labor expense is supported by data obtained from Petitioner in discovery. These
responses are included in Attachment LKM-2.
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costs charged to O&M expense of $8,499,043. As 1 explained earlier, I disagree with
the O&M ratio used by NIPSCO to derive the operating expenses for payroll. Since
NIPSCO uses the same rate to derive the O&M portion of pension expense, I have the
same disagreement as I did for payroll. In my adjustment to payroll expenses, I
explain how I derived the O&M ratio applicable to labor costs, which are also
applicable to pension expense.

On Schedule LKM-7, I adjusted Petitioner’s pension expense to reflect the

O&M ratio of 68.64 percent. This adjustment results in a decrease in Q&M expenses

of $989,075.

VIILOTHER POST-EMPLOYMENT BENEFITS EXPENSE

What adjustment did you make to Other Post-Employment Benefits (“OPEB”)
expense?

Similar to pension costs, NIPSCO developed its adjustment to OPEB expense based
upon an actuarial study and a measurement date of July 1, 2015. The OPEB costs,
which totaled $12,983,882, were decreased to reflect the amounts capitalized,
resulting in OPEB costs charged to O&M expense of $6,880.587. As I explained
earlier, I disagree with the O&M ratio used by NIPSCO to derive the operating
expenses for payroll. Since NIPSCO uses the same rate to derive the O&M portion of
OPEB expense, I have the same disagreement as I did for payroll. In my adjustment
to payroll expenses, 1 explain how I derived the O&M ratio applicable to labor costs.

That same O&M ratio is applicable to OPEB expense.
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On Schedule LKM-8, | adjusted Petitioner’s OPEB expense to reflect the

O&M ratio of 68.64 percent. This adjustment results in a decrease in O&M expenses

of $800,728.

IX. EMPLOYEE MEDICAL INSURANCE

Please explain your adjustment to Employee Medical Insurance Expense.
NIPSCO adjusted its test year employee medical insurance expense by increasing its
test year operating éxpenses by $712,052 to reflect an estimated increase in employee
medical insurance costs. The adjustment was calculated by increasing the test year
medical expense by 4.5 percent, which was adopted from the actuarial assumptions
for pension and OPEB as stated in NIPSCO’s financial statements for 2014, In
addition to the adjustment for anticipated increases in medical expenses, Petitioner
applied the O&M ratio used for payroll expenses to derive the portion of employee
medical expenses to include in O&M expenses.

I made two adjustments to employee medical insurance costs, First, as [
explained earlier, | disagree with the O&M ratio used by NIPSCO to derive the
operating cxpenses for payroll. Since NIPSCO uses the same rate to derive the O&M
portion of employee medical expense, | have the same disagreement as | did for
payroll. In the discussion of my adjustment to payroll expenses, | explain how I
derived the O&M ratio applicable to labor costs. That same Q&M ratio is applicable

to employee medical expense.
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Second, I used the most recent 12-month employee medical costs as the base
amount on which the 4.5 percent health inflation rate was applied. Since an inflation
factor is being used to adjust medical expenses, the increase is not tied to any specific
cost element. As such, it is tantamount to using an estimate. The goal of such an
adjustment 1s to determine a reasonable level of costs. As a result, it is appropriate to
use the most recent costs available. Under normal circumstances, adjustments based
solely on an inflation factor might be opposed because the inflation factor does not
represent a known and measurable change. However, health cost tends to be an
exception.
On Schedule LKM-9, T present my adjustment to medical expenses, which

results in a decrease in O&M expenses of $3,499,490.

X.  ENVIRONMENTAL EXPENSE NORMALIZATION

What adjustment did NIPSCO make related to Environmental Expense
Normalization?

NIPSCO adjusted its O&M expenses to reflect the normalization of operating
expenses for Schahfer Unit 14 Flue Gas Desulfurization (“FGD™) and annualization
of operating expenses associated with Schahfer Unit 15 FGD. The operating
expenses associated with the Activated Carbon Injection (“ACI”) systems of Bailly
Units 7 and 8 and Schahfer Unit 15 were also annualized. According to Petitioner,
test year operating expenses for Schahfer Unit 14 were not representative of ongoing

operations because the unit was in economic reserve for a significant portion of the

4 Petitioner’s responses to OUCC Data Request No. 2-031 and IG Data Request No. 8-016, included as
Attachment LIKM-3.
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test year due to market conditions. With regard to Schahfer Unit 15, NIPSCO
indicates that the unit’s FGD facility went into service on November 5, 2014, so the
test year ended March 31, 2015 only includes 148 days of operating expenses
associated with that facility. As a result, Petitioner claims that without a pro forma
adjustment, NIPSCO’s test year generation operating expenses would be understated.

A similar situation also exists for the ACI systems at Bailly Units 7 and 8 and
Schahfer Unit 15. Since the ACI facility at Bailly Units 7 and 8 went into service in
January 2015, the test year operating expenses associated with these facilitics
reflected less than three months of operation. As for Schahfer Unit 15, the ACI
facility for that facility went into service in May 20135, so there are no operating
expenses associated with this facility in the test year operating expenses.
How did NIPSCO calculate the adjustment for the various units?
For Schahfer Unit 14, NIPSCO used the 5-year average kilowatt-hour (“kWh”™)
production as the basis for determining the normalized production. This normalized
production was multiplied by the actual variable O&M cost per megawatt-hour
(“MWh™) of $2.08 to derive the normalized operating costs from which the test year
amount was subtracted to determine the adjustment.
A similar calculation was performed for Schahfer Unit 15 FGD facilities’

costs. NIPSCO has annualized this expense by multiplying the 5-year average kWh
production by Schahfer Unit 14 FGD’s actual variable O&M cost per MWh of $2.08

to calculate annual variable operating costs for Schahfer Unit 15 FGD.> Fixed

* The actual variable cost of Schahfer Unit 14 FGD for calendar year 2014 was used to normalize Schahfer Unit
15 FGD operating costs because of the lack of sufficient data representative of Schahfer Unit 15 ongoing
operations.
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maintenance costs were added to derive the annualized costs from which the test year
amount was subtracted to derive the adjustment.

With regard to the annualized expenses for the ACI systems at Bailly Units 7
and 8 and Schahfer Unit 15, NIPSCO first calculated the annual costs assuming the
unit runs 100 percent of the time and that the ACI is operated 100 percent of the time.
NIPSCO determined the cost of chemicals to be injected and then reduced this
amount by the anticipated run time for each unit based on the unit’s 5-year average
capacity factor.

How have you adjusted operating expense for the FGD systems at Schahfer
Units 14 and 15?

With regard to the FGD facilities, | have calculated the annual operating costs using
the most recent 3-year average to normalize Schahfer Units 14 and 15 kWh
production.® The 5-year period used by NIPSCO was from 2010 to 2014. In contrast,
I have excluded 2010 and 2011 from my calculation of the 3-year average. The
reason | have used the most recent 3-year average is two-fold. First, when data for
both units are reviewed for all five years, the production level for 2010 and 2011 (the
oldest data) is so disparate that it tends to skew the resulting average higher. Second,
I compared the 5-year data to 2015 data,” and it showed that the 2015 production
level was significantly lower than the 5-year data for both units. It is important to
note that the 2015 data include the summer cooling season when production is
generally higher. Therefore, I concluded that the 3-year average was a more

reasonable approach to determining these costs,

¢ Data supporting my adjustment to Petitioner’s environmental system operating expenses were obtained
tEnough discovery, included as Attachment LKM-4.,

" The comparison was based upon the first nine months of each year because only data through September 2015
was available.
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NIPSCO witness Michael W. Hooper indicates in his Direct Testimony that his
use of the higher production amounts is reasonable because Petitioner
anticipates an increased dispatch of Schahfer Unit 14. Isn’t the premise of your
adjustment to the FGD systems contrary to his testimony?
Yes, but as I indicated, Petitioner’s own data is contrary to Mr. Hooper’s testimony.
Additionally, in the response to OUCC 28-010, NIPSCO stated “[a]s of December
2015, Schahfer Unit 14 is generally the last NIPSCO generating unit to be dispatched.
This is primarily due to the unit’s higher cost of fuel in relation to NIPSCO’s other
generating units.” 1 expect a similar statement to be true for Schahfer Unit 15 since
NIPSCO has used Schahfer Unit 14’s production costs for estimating Schahfer Unit
15’s production costs because of similar design and operation characteristics.
How have you adjusted operating expense for the ACI systems at Schahfer Unit
15 and Bailly Units 7 and 8?
I have adjusted the operating expense by using the most recent 3-year average
capacity factors to derive the annual operating costs. NIPSCO used the 5-year period
from 2010 to 2014 to calculate the average capacity factors. Similar to my use of the
J-year average in calculating the FGD operating costs, 1 excluded 2010 and 2011
from my calculation of the 3-year average. The reason I have used the most recent 3-
year average is that the data for 2010 and 2011 (the oldest data) is significantly
different from the more recent data and does not appear representative of current
operations.
Please summarize your adjustment to normalize the environmental expenses.

On Schedule LKM-10, page 1, | made an adjustment to decrease operating expenses

by $1,537,642.
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XI. NORMALIZATION OF LNG LIQUEFACTION

Please explain your adjustment related to LNG liquefaction.

NIPSCO made an adjustment to interdepartmental sales related to liquefaction at
Petitioner’s LNG facility. The liquefaction process uses electricity to liquefy natural
gas for NIPSCO’s gas operations. As a result, inter-company electric revenues and
the associated fuel costs are incurred. As explained by Petitioner, more natural gas
was liquefied during the test year than the Company expects on an ongoing basis. A
S-year average of actual LNG liquefaction was used to develop an annual volume of
963,130 million cubic feet (“MCF”’), which was used in the adjustment. Based upon
the 5-year average, NIPSCO adjusted operating revenues downward by $1,258,232.
A corresponding adjustment was made to decrease fuel cost by $445,669 related to
the decreased interdepartmental sales.

I disagree with the 5-year average used by Petitioner and I am recommending
an adjustment to reflect the injection activity from the most recent three injection
seasons. Each of the years used in the 5-year average was based upon the 12 months
ended March, and the Comnpany indicated that the injection period runs from April
through November of each year. Therefore, activity for each of the years
corresponded to the previous year’s injection period. The 5-year period used by
Petitioner was the 12 months ending March 2011 to 2015 (or the injection periods for
2010 to 2014).

I have two concerns with these data. First, the activity during 2010 is too stale
to use in determining current costs. Second, there are two years, March 2012 and
2013, with no activity. Including those years in the average distorts the average

liquefaction activity. As a result of these concerns, 1 am recommending an adjustment
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to normalize the liquefaction revenues and fuel expense based on the three most
recent years’ activity. In developing this adjustment, I used the injection activity for
injection periods 2013, 2014, and 2015. This more recent data, in my opinion, is
more reflective of the ongoing liquefaction activity. In addition, given that there are
three consecutive years of activity in my 3-year average, it appears to be consistent
with claims by Petitioner that it expects increased usage of the liquefaction facilities
in the coming years.® On Schedule LKM-11, I present my adjustment, which

increases operating revenues by $434.314 and fuel costs by $153,835.

XII. VEGETATION CONTROL EXPENSES

Please explain your adjustment to vegetation control expenscs.

NIPSCO adjusted its test year operating expenses to reflect an increase of $3,179,145
to vegetation management expenses. To derive the adjustment, the test year
vegetation management expenses were compared to the 5-year average vegetation
management expenses. Consistent with the other adjustments 1 recommend in this
proceeding, I adjusted vegetation management expenses based upon the most recent
J-year average. On Schedule LKM-12, I present this adjustment, which reduces

operating expenses by $1,015,812.

XL PLANT OUTAGES EXPENSES

Please explain your adjustment to plant outage expenses,
During the test year, Petitioner experienced an $8,016,677, or 61 percent, increase in

Account No. 513 (Maintenance of Electric Plant-Steam Generation) over the previous

¥ Petitioner’s response to OUCC Data Request No, 2-016(d), included as Attachment LKM-5.
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year. NIPSCO explained that the increase in the expenses during the test year was the
resuit of plant outages. Further analysis showed that $5,233,242 of the $8,016,677
was related to planned outages.” The nature of planned outages for cach individual
unit 1s such that planned outages are not scheduled to occur every year. Therefore, I
am proposing an adjustment that normalizes the test year outage cost for each unit
that had a planned outage during the test year. I normalized these costs over the
period between the end of the test year outage to the beginning of the next planned
outage."® As shown on Schedule LKM-13, 1 adjusted operating expense to reflect a

decrease of $1,985,348.

XIV.NON-RECURRING MAINTENANCE EXPENSES

What adjustments have you made related to non-recurring maintenance
expense?

During the test year, two accounts, Account Nos. 542 and 543, experienced
significant increases when compared to previous years. In the case of Account No.
542 (Maintenance of Structures-Hydraulic), the increase was 184 percent, The
Company explained the increase is related to the use of non-company labor for
repairs, replacement, and installation of equipment at a Company facility to meet
FERC regulatory requirements. For Account No. 543 (Maintenance of Reservoir
Dams), the increase was 99.6 percent. The Company explained the increase is related
to the use of non-company labor for repairs and inspection of equipment at a

Company facility to meet FERC regulatory requirements. The Company indicated

? petitioner’s response to OUCC Data Request No. 21-008, included as Attachment LKM-6.
' Dates for Petitioner’s next planned outages were provided in response to OUCC Data Request No. 21-008(c),
included as Confidential Attachment LKM-7.
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work at both facilities is completed.'’ I am recommending an adjustment to remove
test year costs related to these specific projects because the significant increases
demonstrate that the projects were extraordinary. In addition, the use of contractors
to perform these tasks also means that these are costs that will not recur, as they were
specific to the projects. As shown on Schedule LKM-14, I decreased operating

expenses by $960,721.

XV. AUTOMATED METER READING PROJECT COST SAVINGS

Please explain your adjustment to O&M expense to reflect O&M savings related
to NIPSCO’s Automated Meter Reading (“AMR”) project.

I adjusted NIPSCO’s O&M expense to reflect the recommendation of OUCC witness
Dwight D). Etheridge. Mr. Etheridge recommends that NIPSCO’s test year O&M
expense be reduced to capture incremental O&M savings associated with its AMR
project that are expected to be realized within the 12 months that follow the end of the
test year. This recommendation results in a $1,592,750 decrease to O&M expense.
The O&M expense adjustment related to AMR project cost savings is presented on

Schedule LKM-15,

XVL.UNCOLLECTIBLES EXPENSE

How did NIPSCO develop its uncollectibles expense?
In its filing, NIPSCO adjusted test year uncollectibles expense by applying its
uncollectible expense rate for the 12 months ended March 2015 to the pro forma rate

year revenue at present rates. Petitioner used this same uncollectible accounts rate in

" Data to support my adjustment to Petitioner’s non-recurring maintenance expenses were obtained in response
to QUCC discovery, included as Attachment LKM-8,
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its revenue conversion factor to account for the increase in uncollectibles expense
associated with its proposed rate increase.,
What adjustment are you proposing to NIPSCO’s proposed expense?
NIPSCO used an uncollectible accounts experience rate of 0.2856 percent in its
calculation of pro forma uncollectibles expense. Uncollectibles experience varies
from year to year due to economic conditions and other factors. Therefore, it is
appropriate to utilize a multi-year average rate to normalize uncollectibles expense
for ratemaking purposes. As shown on Schedule LKM-16, I adjusted uncollectibles
expense to reflect the average rate for the three years ended December 31 of 2012,
2013, and 2014. This resuits in an uncollectibles experience rate of 0.1757 percent,
As shown on that same schedule, this results in a reduction in pro forma
uncollectibles expense at present rates of $1,767,538. 1 also revised the revenue
conversion factor used to develop the QUCC’s recommended rate increase to reflect

the 0.1757 percent uncollectibles rate.

XVII. AMORTIZATION EXPENSES

Please explain your adjustment to Petitioner’s proposed amortization expenses,
including the amortization of rate case expense.

As discussed in detail in the testimony of OUCC witness Michael D. Eckert, the
OUCC proposes to reduce NIPSCO’s stated rate case expenses to exclude certain
costs that he determined were not supported by NIPSCO. Based on his review, Mr.
Eckert recommends an allowance for rate case expense of $1,655,647, which is
$420,000 less than NIPSCO’s claim. The QUCC further recommends Petitioner

amortize rate case expense and other deferred regulatory assets, as identified by Mr.
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Eckert, over a 4-year period instead of a 2-year period as proposed by NIPSCO. Mr.
Eckert recommends a decrease in operating expenses for amortization expense of
$13,927,740. This is a difference of $6,540,506 when compared to NIPSCO’s
proposed decrease of $7,387,233. Mr. Eckert’s recommended $420,000 rate case

expense adjustment is reflected in the $6,540,506 amortization expense adjustment.

The amortization expense adjustment is presented on Schedule LKM-17.

XVIIL. DEPRECIATION EXPENSE

Please explain your adjustment to Petitioner’s depreciation expense.

I adjusted depreciation expense to reflect the recommendation of OUCC witness
Edward T. Rutter. Mr. Rutter recommends the Commission deny NIPSCO’s
depreciation adjustment related to the prematurc retirement of Bailly Unit 8. This
recommendation results in an $11,100,000 decrease to depreciation expense. The

depreciation expense adjustment is presented on Schedule LKM-17.

XIX. IURC FEE
Please explain your adjustment to IURC fee.
NIPSCO’s calculation of the Public Utility Fee applicable to the proposed increase in
revenue requirement is calculated by applying the 7/1/14 to 6/30/15 rate of 0.1217
percent. The rate currently is 0.1078 percent and is for the period 7/1/15 to 6/30/16."
Therefore, I adjusted the IURC fee to reflect the current effective rate. I also revised

the revenue conversion factor used to develop the OUCC’s recommended rate

12 See Attachment LKM-9.
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increase to reflect the 0.1078 percent ITURC fee rate. The IURC fee adjustment is

presented in Schedule LKM-18.

XX. PAYROLL TAXES

What adjustment have you made to payroll taxes?
The payroll taxes included in NIPSCO’s filing were calculated based upon applying
current payroll taxes to the annualized payroll as adjusted by Petitioner. Consistent
with the payroll expense, NIPSCO has used the 77.68 percent payroll O&M ratio to
determine the payroll taxes charged to operating expenses. As I explained earlier, I
disagreed with NIPSCO’s O&M ratio to derive the operating expenses for payroll.
Since NIPSCO uses the same rate to derive the operating expense portion of payroll
taxes, I have the same disagreement as I did for payroll. In my adjustment to payroll
expenses, I explain how I derived the O&M ratio applicable to labor costs.

On Schedule LKM-19, 1 adjusted Petitioner’s payroll taxes to reflect the
O&M ratio of 68.64 percent. This adjustment results in a decrease in O&M expenses

of $48,001.

XXI.STATE INCOME TAX RATE

Please explain your adjustment to the state income tax rate,
In its filing, NIPSCO used an effective state income tax rate of 7.125 percent, which
was a blend of the 7.5 percent state income rate that was effective as of July 1, 2013

and the 7.0 percent rate that was effective as of July 1, 2014. T adjusted state income
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tax expense using a rate of 6.25 percent, because that is the state income tax rate that
will be in effect when the rates approved in this proceeding go into effect.
Have you prepared a schedule showing the effect of your adjustment?
Yes. Schedule LKM-20 shows the effect of reducing the state income tax rate from
7.125 percent to 6.25 percent on the state and federal income taxes included in
NIPSCO’s filing. As indicated there, the effect of this reduction in the state income
tax rate, based on net income at present rates as reflected in NIPSCO’s filing, is a
reduction of $1,728,023 in state income tax expense. The reduction in state income
taxes results in an increase in federal income taxes of $497.425, resulting in a net
reduction in income tax expense at present rates of $1,230,598.
Have you made any additional changes to reflect the effect of the reduction in
the state ineome tax rate?
Yes. In calculating the after-tax net income effect of each of the OUCC’s
adjustments to revenue and expenses on Schedule LKM-3, I utilized a state income
tax rate of 6.25 percent. I also included the 6.25 percent income tax rate in the gross-

up factor used to calculate the required rate increase as shown on page 2 of Schedule

LEM-1.

XXII INTEREST SYNCHRONIZATION

Please explain your adjustment to synchronize interest expense.
To determine the interest deduction for income tax purposes, 1 multiplied the
OUCC’s recommended rate base by the weighted cost of debt included in the

OUCC’s recommended capital structure. This procedure synchronizes the interest

1* See Attachment LKM-10.
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deduction for income tax purposes with the interest component of the return on rate
base to be recovered from ratepayers. As shown at the bottom of Schedule LKM-21,
this adjustment decreases the interest deduction by $4,001,611 compared to the
synchronized interest deduction recognized by NIPSCO. This increases state income

taxes by $250,101 and federal income taxes by $1,313,029. I note that I used a state

income tax rate of 6.25 percent in the calculation of this adjustment.

XXIIL CAPITAL STRUCTURE AND RATE OF RETURN

Have you prepared a schedule that presents the OUCC’s recommended capital
structure and rate of return?

Yes. Schedule LKM-22 presents the OUCC’s recommended capital structure and
rate of return. To develop this capital structure, 1 utilized NIPSCO’s proposed capital
structure and cost rates for all components other than the return on equity as the
starting point. I then incorporated Mr. Woolridge’s recommended return on equity of
8.70 percent. As shown on Schedule LKM-22, this results in an overall rate of return
of 5.89 percent.

In addition to showing the OUCC’s overall capital structure, I also show the
calculation of the rate of return assigned to post-1970 Investment Tax Credits (“ITC”)
and the rate of return utilized for interest synchronization purposes. The calculaﬁon
of the return assigned to the ITC balance differs from NIPSCO’s calculation only in
the use of the OUCC’s recommended return on equity in place of NIPSCO’s
proposal. The synchronized interest rate differs from NIPSCO’s due to the
recognition of interest on customer deposits being tax deductible, as diseussed

previously.
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1 Q. Does this complete your Direct Testimony?

2 A Yes, it does.
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Rate Base

$ 3,437,795 443

§ 3,221,483,152

$3,221,483,152

Page 1 of 2
NORTHERN INDIANA PUBLIC SERVICE COMPANY
Summary of Operating Income
Test Year Ended March 31, 2015
Petitioner Amounts Revenue Amounts
Line Amounts oucc per QUCC Increase/ After Change

No. Description at Present Rates 1/ _Adjusiments at Present Rates {Decrease) in Rates
1 Operating Revenues
2 Total Operating Revenues $ 1,800,246 699 $ 434,314 $ 1,609,681,013 § 15612682 §1,625 203,685
3
4  Operating Expenses
5 Fuel & Purchased Power § 556,368,462 $ 163,835 $ 556,522 297 § - $ 556,522 287
B Operations & Maintenance Expense 506,235,373 (16,846,346) 489,389,027 27,428 480,416,455
7 Depreciation Expense 229,516,541 (11,100,000} 218,416,541 - 218,416,541
8 Amortization Expense 24,575,364 (6,540,506) 18,034,858 - 18,034,858
9 Taxes Other Than Income 66,527,209 (74,560) 66,452,649 235,024 66,687 673
10 Total Operating Expenses 1,383,222,849 (34,407.577) 1,348,815,372 262,452 1,349,077,824
11
12  Operating Income Before Income Taxes 226,023,750 34,841,891 260,865,641 15,350,230 276,215,871
13
14 Federal & State Income Taxes
19 Federai & State Income Taxes 66,522,229 13,942,644 80,464,873 5,005,048 86,469,921
20 Tofal Federal & State Income Taxes 66,522 229 13,942 6844 80,464,873 6,005,048 86,468,921
21
22 Total Operating Expenses & Income Taxes $ 1,448,745178 § (20,464,933) § 1,429,280,245 $ 6,267,500 $1,435,547,745
23
24  Utility Operating Income § 159,501,521 § 20,899 247 § 180,400,768 $ 9,345,182 $ 189,745,950
25
26
27
28

Rate of Return

Notes:

4.64%

1/ Per Petitioner's Exhibit No.6, Attachment 5-A.

5.60%

5.89%
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Description

Recommended Rate Base
Required Rate of Return

Met Operating Income Required
Fair Rate of Return Differential
Net Operating Income at Present Rates

Net Income Surplus/{Deficiency)
Revenue Muitiplier

Base Rate Revenue Increase
Verification
Revenue Increasef{Decrease)
Less: IJURC Fee
Bad Debt

State Taxable Income

State Income Tax
Indiana Utility Receipts Tax

Federal Taxable Income
Federal Income Tax

Net Income Surplus/(Deficiency)

Notes:

1/ Petitioner's Exhibit No. 6, Atlachment 6-A,

2/ Schedule LKM - 2.
3 Schedule LKM-1, p.1.

4

=

Calculation of Gonversion Factor
Revenues
{URC Fee
Bad Debt
Subtotal
Indiana Utility Receipts Tax
Gross Revenue Conversion Faclor

State Taxable Income
Skate Income Tax

Net Federal Taxable Income
Federal Income Tax

Revenue Conversion Factor

IURC Cause No. 44688
Schedule LKM-1

Page 2 of 2
NORTHERN IND!ANA PUBLIC SERVICE COMPANY
Determination of Revenue Increase/(Decrease)
Test Year Ended March 31, 2015
Amount per Amount
Petitioner 1/ Per QUCC
§ 3,437,796,443 $3,221,493,152 2/
6.82% 5.89%
§ 234,457,717 $ 189,745947
§ 234457717 $ 189,745,947
159,501,521 180,400,768 3/
$ (74,956,196) $ (9,345,179)
1.6888212 4/ 1.670667 4/
$ 126,587,613 5/ $§ 15612682
$ 126,587,613 $ 15,612,682
0.1217% 154,057 16,830 0.1078%
0.2856% 361,534 27,428 0.1757%
$ 126,072,022 $ 15,568,424
7.1250% 8,982,632 973,027 6.2500%
1.4000% 1,767,165 218,194 1.4000%
$ 115,322,225 $ 14,377,203
35.0000% 40,362,779 5,032,021 35.0000%
$ (74,959 446) $ (9,345,182)
Page 3.
Per NIPSCO Per QUCC
Tax Rates Tax Rates
1.000000 1.000000
0.1217% 0.001217 0.1078% 6/ 0.001078
0.2856% 0.002856 0.1757% 7/ 0.001757
0.99592700 0.997165
1.4000% 0.01400000 1.40% 0.013975
0.981927 0.983180
0.98552700 0.997165
7.1250% 0.07086000 6.25% 8/ 0.062323
0.91086700 0.920867
35.0000% 0.31883800 35.00% 0,322304
0.59212900 0.5985632
1.68882120 1.670667

Revenue Multiplier

5/ Thereis a rcunding difference of $3 with the amount presented on Petitioner's Exhibit No, 6, Attachment 8-A, Page 3.

6/ Indiana Utility Regulatory Commission 2015 Annual Report.

7/ Schedule LKM-15.
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NORTHERN [NDIANA PUBLIC SERVICE COMPANY

Summary of Rate Base
Test Year Ended March 31, 2015

Description
Plant in Service
Utitity Plant
Common Plant

Total Utility Plant in Service

Accumulated Depreciation & Amortization
Accumulated Depreciation & Amonrtization on Utility Plant
Accumulated Depreciation & Amortization on Common Plant
Total Accumulated Depreciation & Amortization

Net Utility Plant

Prepaid Pension Asset

Federally Mandated Cost Adjustiment Charges
Transmission and Distribution Costs

Mercury and Air Toxics Standards

Materials and Supplies

Production Fuels

Total Rate Base

Notes:
1/ Per Petitioner's Exhibit No.6, Attachment 6-C, Column F.
2/ Per QUCC witness Margaret Stull.

{IURC Cause No. 44688

Schedule LKM-2

indiana
Jurisdictional
Amount per oucc Adjusted
Petitioner Adjustments Per OUCC

$ 6,861,5694,621
298,071,431

$ 6,861,504,621
298,071,431

7,159,666,052

(3,926,694,801)
(181,703,901)

7,159,666,052

(3,926,694,801)
(181,703,901)

(4,108,398,702}

3,051,267,350

216,303,291
300,213
3,543,604
343,686
69,590,915
96,447,384

(216,303,291) 2/

(4,108,398,702)

3,051,267 350

300,213
3,543,604
343,686

69,590,916
96,447,384

$ 3,437,796,443

$ (216,303,201)

$ 3,221,493,152
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NORTHERN INDIANA PUBLIC SERVICE COMPANY
Summary of Adjustments to Net Income
Test Year Ended March 31, 2015

Line Net Operating
No. Description Income Amount Source

1 Net Income per Petitioner $ 159,501,521 See Note (1)
2

3 OUCC Adjustments

4 Reflect Q&M Portion of Annualized NIPSCO Payroll 436,348 Schedule LKIV-4

5 Remove One-time Non-recurring Payrolt Expenses 354,629 Schedule LKM-5

B Annualize NCSC Labor Costs 731,506 Schedule LKM-6

7 Reflect Q&M Portion of Annualized NIPSCO Pension Costs 602,718 Schedule LKM-7

8 Reflect O&M Portion of Annualized OPEB Costs 487,944 Schedule LKM-8

9 Annualize Employee Medical Expense 2,132,502 Schedule LKM-9
10 Annualize Environmental Expenses 937,001 Schedule LKM-10
11 Mormalize LNG Liquefaction 170,917 Schedule LKM-11
12 Normalize Vegetation Control Expenses 619,010 Schedule LKM-12
13 Normalize Planned Plant Maintenance Outage Expenses 1,209,822 Schedule LKM-13
14 Remove Non-Recurring Maintenance Expenses 585,439 Schedule LKM-14
15 Normalize Uncollectibles Expense 1,077,093 Schedule LKM-16
16 Reflect Current Utility Fee Rate 137,334 Schedule LKM-18
17 Reflect O&M Portion of Annualized NIPSCC Payroll Taxes 29,251 Schedule LKM-19
18 Reduction in Indiana Corporate income Tax Rate to 8.25% 1,230,598 Schedule LKM-20
19 Reflect 4-Year Amortization of Deferred Assets 3,985,621 Schedule LKM-17
20 Remove Early Retfirement of Bailly Unit 8 6,764,062 Scheduie LKM-17
21 Reflect O&M Savings Related o AMR Project 970,582 Schedule LKM-15
22 interest Synchronization {1,563,130) Schedule LKM-21
23

24 Total QUCC Adjustments $ 20,899,247

25

26 Net Income Per OUCC $ 180,400,768

Note:
1/ Per Petitioner's Exhibit No.8, Attachment 6-A, page 2.
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NORTHERN INDIANA PUBLIC SERVICE COMPANY
Summary of Adjustments to Net Income
Test Year Ended March 31, 2015
Taxes Net

Line Fuel & Purchased Q&M Depreciation Amortization Cther Than Cperating
Na. Description Revenues Power Expenses Expense Expense Income Income Taxes Income

1 Amounts per Petitioner $ 1,609,246.699 3 556,368,462 3 506,235,373 $ 229,516,541 %24 575,364 $66,527,209 % 66,522,228 $ 159,501,521

2

3 CUCC Adjustrments

4 Reflect Q&M Portion of Annualized NIPSCG Payrell - - {716,058) - - - 279,710 436,348

S Remove Cne-time Non-recurring Payroll Expenses - - (555,396) - - {26,559) 227,326 354,629

6 Annualize NCSC Labor Costs - - {1,200,420) - - - 468,914 731,506

7 Reflect Q&M Pcrtion of Annualized NIPSCC Pension Costs - - {989,075) - - - 386,357 502,718
8 Reflect Q&M Portion of Annuaiized OPEB Costs - - (800,728) - - - 312,784 487,844
9 Annualize Employee Medical Expense - - {3,499 490) - - - 1,366,988 2,132,502
10 Annualize Environmental Expenses “ - (1,537,642) - - - 600,641 937,001
11 Normalize LNG Liquefaction 434,214 153,835 - - - - 108,562 170,917
12 Normalize Vegetation Control Expenses - - (1,015,812) - - - 396,802 519,010
13 Normalize Planned Plant Maintenance Outage Expenses - - (1,985,348} - - - 775,526 1,208,822
14 Remove Non-Recurring Maintenance Expenses - - {960,721) - - - 375,282 585,439
15 Normatize Uncollectibles Expense - - (1,767,538) - - - 690,445 1,077,083
16 Reflect Current Utility Fee Rate - - {225,368) - - - 88,034 137.334
17 Reflect O&M Portion of Annualized NIPSCO Payrcil Taxes - - - - - {48,001) 18,750 29,251
18 Reduction in Indiana Corporate Income Tax Rate to €.25% - - - - - {1,230,598) 1,230,598
18 Reflect 4-Year Amortization of Deferred Assets - - - - (6,540,508) - 2,554,885 3,985,621
20 Remove Early Retirement of Bailly Unit 8 - - - {11,100,000) - - 4 335,938 6,764,062
21 Reflect O&M Savings Related to AMR Project - - {1,592,750) - - - 622,188 970,582
22 Interest Synchronization - - u - - - 1,563,130 {1,563,130)
23

24 Total OUCC Adjustments $ 434,314 3 153,835 3 (16,846,348) % (11,100,000) $ (6,540,508) (74,560) © 13,942,644 $ 20,899,247
25

26 OUCC Adjusted Net Income $ 1,609,681,013 $ 556,522,297 $ 489,389,027 $ 218,416,541 $ 18,034,858 66,452 649 $ 80,454,873 $ 180,400,768




IURC Cause No. 44688
Schedule LKM-4

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Reflect O&M Portion of Annualized NIPSCO Payroll
Test Year Ended March 31, 2015

Line
No._ Description Amount
1 Electric Portion of Payroll Increase $ 7920996 1/
g 0O&M Ratio 68.64% 2/
g Payroll Expense per OUCC 5,436,972
g Payroll Expense per NIPSCO 6,153,030 1/
g Adjustment to O&M Expense 3 (716,058)
Notes:

1f Per Petitioner's Exhibit No. 6, Attachment 6-B, Page 22.
2/ MSFR 1-5-8(a)(10), Page 2, Line 62 divided Line 94 ($210,829,587 / $307,131,990).




IURC Cause No. 44688
Schedule LKM-5

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Remove One-time Non-recurring Payroli Expenses
Test Year Ended March 31, 2015

Line
No. Description Amount
Payroll Costs
1 Bargaining Unit Signing Bonus net of Capitalization $ 1,735,906 1/
2
3 Work Continuity Expenditures net of Capitalization 1,041,072 1/
4
5 Adjustment to Remove One-Time Non-recurring Expenses $ 2,776,978
6
7 Amount Removed by Company _ 2,221,582
8
9 Adjustment to O&M Expenses $ (555,396)
10
11 Payroll Taxes
12 Adjustment to OASDI at 6.20% $ (21,5625) 2f
13
14 Adjustment to Medicare at 1.45% (5,034) 2/
15
16 Adjustment to Payroll Taxes $ (26,559)
Notes:

1/ Per Petitioner's Exhibit No. 6, Attachment 6-B, Workpaper O&M - 10,
2/ One-fifth of signing bonus x Tax Rates as used by NIPSCO Per Petitioner's Exhibit No. 6,

Attachment 6-B, Workpaper OTX - 2.
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NORTHERN iNDIANA PUBLIC SERVICE COMPANY

Adijustment to Annualize NCSC Labor Costs
Test Year Ended March 31, 2015

Description

Payroll Costs
April & May 2014 Payroil for wage increase
Percent Increase June 1, 2014

Increase to reflect April & May 2014 at June 2014 Increase
12 Months Ended 3/31/2015 Payroll

Pro forma 12 Months Ended 3/31/2015 Payroll
June 1, 2015 Payroll Increase Factor

Pro forma 12 Months Ended 3/31/2016 Payroll
Q&M Factor

Pro forma NCSC Payroll Expense Charged to NIPSCO Per QUCC
Pro farma NCSC Payroll Expense Charged to NIPSCO Per Company

Adjustment to O&M Expense

Payroll Taxes
NCSC Payroll Taxes Charged to NIPSCO Electric for the 12 Mos. ended 3/31/15
NCSC Payroll Charged to NIPSCO Elaciric for the 12 Months ended 3/31/15

Effective Payroll Taxes Rate
Pro forma NCSC Payroll Expense Charged to NIPSCO Per QUCC

Annual NGCSC Payroll Taxes Charged to NIPSCO Electric per OUCC
Total NCSC Payrolt Taxes Charged to NIPSCO Electric per Company

Adjustment {o Payroll Taxes

Employee Benefits

NCSC Employee Benefits Charged to NIPSCO Electric for - 12 Mos. ended 3/31/15

NCSC Payrolt Charged to NIPSCO Electric for the 12 Months ended 3/31/15

Employee Benefits Rate
Pro forma NCSC Payroll Expense Charged to NIPSCO Per OUCC

Pro forma NCSC Employee Benefits Charged to NIPSCO Per OUCC
Pro forma NCSC Employee Benefits Charged to NIPSCO per Company

Adjustment to Employee Benefits

Total Adjustment O&M Expenses

Nofes:
11 Per response to QUCC 11-015, Attachment B,
2/ Per Petitioner's Exhibit No. 7, Attachment 7-A, Page 2, Line 6.
3/ Per Petitioner's Exhibit No. 7, Attachment 7-A, Page 2, Line 9.
4f Schedule LKM-6, Page2,
5/ Per response to QUCC 11-015, Attachment C.
B/ Per response to OUCC 11-015, Attachment D.

IURC Cause No. 44688

Schedule LKM-6

Page 1of 2
Amount

$ 3007810 ¥/
2.87% 2/

$ 86,324
18,622 243 1/

$ 18,708,567
102.87% 2/

$ 19,245,503
97.61% 3

$ 18,785,535
19,667,358 4/

$ (881,823}
$ 1,775530 5
18,622,243 1f

9.53%

$ 18,785,535

$ 1,790,261
1,930,096 4/

$ (139,835)
$ 4,500,737 6/
18,622,243 1/

24 17%

$ 18,785,535

$ 4,540,464
4,719,226 4f

$ {178,762)

$  (1,200,420)




10
11
12

13
14
15
16

IURC Cause No, 44688
Schedule LKM-6
Page 2 of 2

NORTHERN iNDIANA PUBLIC SERVICE COMPANY

Calcutation of Test Year NCSC Labor-Related Amounts Included in Cost of Service
Test Year Ended March 31, 2015

Description
Payroil
Actual Test Year Labor $
Company Labor Increase
Company Merit Increase
Subtotal $
O&M Percentage
Test Year Pro forma Labor $

Payioll Taxes
NCSC Payrolil Charged fo NIPSCO Electric for the 12 Mos. ended 3/31/15 $
Company adjustment to NCSC Payroll Taxes
Test Year Pro forma Payral! Taxes $

Employee Benefits
NCSC Payrofi Charged to NIPSCQ Electric for the 12 Months ended 3/3115 $
Company adjustment to NCSC Employee Benefits
Test Year Pro forma Employee Benefits $

Notes:

Amount

18,622,241
973,555

553,121

20,148,917
97.61%

19,667,358

1,775,530
154,566

1,930,096

4,500,737
218,489

4,719,226

1/ Per Petitioner's Revised Exhibit No. 7, Attachment 7-A, provided in response to OUCC -30-001 Attachment A.

2/ Per Petitioner's Qriginally Filed Exhibit No. 7, Atlachment 7-A.
3/ Par response to OUCC 11-015, Attachment C.
4} Per response to QUCC 11-015, Attachment D.

1/
2f
2f

2f

3f

4f
2f




IURC Cause No. 44688
Schedule LKM-7

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Reflect O&M Portion of Annualized NJIPSCO Pension Costs
Test Year Ended March 31, 2015

Line
No. Description Amount
1 Pro forma Electric Pension Costs $ 10,841,085 1/
2 0O8&M Ratio Per OUCC 68.64% 2/
3 ;
4 Pro forma Electric Pension Expense per QUCC $ 7,509,968
5
6 Pro forma Electric Pension Costs $ 10,841,095 1/
7 0O&M Ratio Per NIPSCO 77.68% 3/
8
9 Pro forma Electric Pension Expense per NIPSCO 3 8,499,043
10
11 Adjustment to O&M Expense $ (989,075)
Notes:

1/ Per Petitioner's Exhibit No. 6, Attachment 6-B, Workpaper OM-7,
2/ MSFR 1-5-8(a)(10}, Page 2, Line 62 divided Line 94 ($210,829,587 / $307,131,990).
3/ 100%-22.32% - as presented on Petitioner's Exhibit No. 6, Attachment 6-B, Workpaper OM-7.




IURC Cause No. 44688
Schedule LKM-8

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Reflect O&M Partion of Annualized OPER Costs
Test Year Ended March 31, 2015

Line
No. Description Amount
1 Pro forma Electric OPEB Costs $ B8B57.604 1/
2 O&M Ratio Per QUCC 68.64% 2/
3
4 Pro forma Electric OPEB Expense per OUCC $ 6,079,859
5
6 Pro forma Electric OPEB Costs $ 8857604 1/
7 0O&M Ratio Per NIPSCO 77.68% 3/
8
9 Pro forma Electric OPEB Expense per NIPSCO $ 6,880,587
10
11 Adjustment to O&M Expense $ (800,728)
Notes:

1/ Per Petitioner's Exhibit No. 6, Attachment 6-B, Workpaper OM-8.
2/ MSFR 1-5-8(a)(10), Page 2, Line 62 divided Line 94 ($210,829,587 / $307,131,990).
3/ 100%-22.32% - as presented on Petitioner's Exhibit No. 8, Attachment 6-B, Workpaper OM-8.




IURC Cause No. 44688
Schedule LKM-9

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Annualize Employee Medical Expense
Test Year Ended March 31, 2015

Line

No. Description Amount
1 December-14 $ 1,462,764 1/
2 January-15 2,286,834 1/
3 February-15 2,802,168 1/
4 March-15 1,341,269 1/
5 Aprit-15 1,581,438 2/
6 May-15 915,510 2/
7 June-15 1,617,815 2/
8 July-15 850,040 2/
9 August-15 1,720,393 2/
10 September-15 1,212,750 2/
11 October-15 589,364 3/
12 November-15 1,893,589 3/
13
14 12 Months ended November 2015 $ 18,173,934
15 Medical Inflation Factor 104.5% 1/
16
17 Pro forma Employee Medical Cost $ 18,991,761
18 O&M Percentage 68.64% 4/
19
20 Pro forma Employee Medical O&M Expense per OUCC $ 13,035,945
21
22 Total Test Year Medical Costs $ 20,369,958
23 O&M Percentage 77.68% 1/
24 Employee Medical O&M Expense per Company $ 15,823,383
25 Company Pro forma Adjustment 712,052 1/
26 Pro forma Employee Medical O&M Expense per Company $ 16535435
27
28 Adjustment to O&M Expenses $ (3,499,490

Notes:

1/ Per Petitioner's Exhibit No. 6, Attachment 6-B, Workpaper O&M - 9.

2/ Perresponse to OUCC 2-031, Attachment A.

3/ Per response to |G 8-016, Altachment A.

4/ MSFR 1-5-8(a)(10), Page 2, Line 62 divided Line 94 ($210,829,587 / $307,131,990).




IURC

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Summary Adjustment to Annualize Environmental Expenses
Test Year Ended March 31, 2015

Description
Adjustment to Annualize Unit 15 FGD O&M Expenses
Adjustment to Annualize Unit 14 FGD O&M Expenses
Adjustment to Annualize Activated Garbon Injection

Total Adjustment to Environmental Expenses

Notes:
1/ Schedule LKM-10, Page 2.
2/ Schedule LKM-10, Page 3.
3/ Schedule LKM-10, Page 4.

Cause No. 44688
Schedule LKM-10
Page 1 of 4

Amount
$ (506,626) 1/
(774,910} 2/

(256,106) 3/

$(1,537,642)




{URC Cause No. 44688
Schedule LKM-10

Page 2 of 4
NORTHERN INDIANA PUBLIC SERVICE COMPANY
Adjustment te Annualize Unit 15 FGD O&M Expenses
Test Year Ended March 31, 2015

Line

No. Description Amount
1 MWh - 3-Year Average 2,168,872 1/
2  Average Cost Per MWh $ 2.075395 2
3 Commodity Cost (in doliars) $ 4,501,267
4 Estimated Fixed Operating Cosis -
5 Estimated Fixed Maintenance Costs 120,651 1/
6
7 Annualized Unit 15 FGD O&M Expenses per OUCC $ 4,621,918
8  Annualized Unit 15 FGD O&M Expenses per Company 5,128,544 1/
9
10 Adjustment to Annualize Unit 15 FGD O&M Expenses $ (506,626)
11
12
13
14 Calcujation - Commodity Cost {in dollars) 2/
15 2014 Commedity Costs $ 1,518,535
16 2014 Variable U14 Operating Costs 1,094,260
17 2014 Variable U14 Maintenance Costs 532,654
18 2014 Actual Variable Costs $ 3,145,349
19 2014 Actual U14 MWh 1,615,642
20 Average Variable Cost Per MWh $ 2.075395

Notes:

1/ Calculated based upon data provided in the response to OUCC 2-011, Attachment A.

2/ Per Petitioner's Exhibit No. 8, Attachment 6-B, Workpaper O&M - 3.




IURC Cause No. 44688
Schedule LKM-10

Page 3 of 4
NORTHERN INDIANA PUBLIC SERVICE COMPANY
Adjustment to Annualize Unit 14 FGD Q&M Expenses
Test Year Ended March 31, 2015

Line

No. Description Amount
1 MWh - 3-Year Average 4,361,276 1/
2 MWh - 12 ME March 31, 2015 876,578 2/
3
4 Additionai MWh to normalize test year 484,698
5 Average Variable Cost Per MWh $ 2.075395 1/
6
7 Increase in Unit 15 FGD O&M Expenses per QUCC $ 1,005,939
8 Increase in Unit 15 FGD O&M Expenses per Company 1,780,849 1/
2]
10 Adjustment to Annuatlize Unit 14 FGD O&M Expenses s (774,910)
11
12
13
14
15 Calculation - Commodity Cost {in dollars) 2f
16 2014 Variable Costs $ 3,145,349
17 2014 MWh 1,515,642
18 Average Variable Cost Per MWh 2.075395

Notes:

1/ Calculated based upon data provided in the response to QUCC 2-010, Attachment A,
2/ Per Petitioner's Exhibit No, 8, Attachment 6-B, Workpaper O&M - 3.




Line
No.

O o~ N hWw N

IURC Cause No. 44688
Schedule LKM-10
Page 4 of 4

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Annualize Activated Carbon Injection {ACI) Expenses

Description

Total Hours in a year
ACI Ibs.thr.

Total Ibs./yr. at 100% Capacity
ACI| Unit Cost/lb.

Annual ACI Cost
3-Year Average Capacity Factor
ACI Requirement % of usage

Annualized AC| Expense per QUCC
Annualized AC| Expense per Company

Adjustment to Annualized ACH Expense

Notes:

Test Year Ended March 31, 2015

Unit 15 1 Unit 7 1/ Unit 8§ f Total

8,760 8,760 8,760
204 84 168
2,575,440 735,840 1,471,680
1.55 s 1.55 s 1.55
3,091,032 $ 1,140,552 $2,281,104
52.40% 2/ 50.20% 2/ 48.92% 2/
100% 30% 30%
2,091,934 $ 171,761 $ 334,773 $2,508,468
2,328,494 187,678 338,402 2,854,574
(236,560) $ (15917 $ (3629 $ (256,108)

1/ Per Petitioner's Exhibit No. 6, Attachment 6-B, Workpaper O&M - 3.
2/ Calculated based upon data provided in Petitioner's Exhibit No. 8, Attachment 8-B, Workpaper O&M - 3




IURC Cause No. 44688
Schedule LKM-11

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Normalize LNG Liquefaction
Test Year Ended March 31, 2015

Line Adjustment
No Description Amount Amounts

Volume Adjustment:

2013 Injection Season {MCF} 929,776 1/

2014 Injection Season {(MCF) 2,205,232 1/

2015 Injection Season (MCF) 1,040,621 2/

3-Year Average Annual Liquefaction Volumes 1,391,876

Less actual liquefaction in test year: 2206232 1/

Liquefaction volume adjustment: (813,356)

Revenue Adiustment:
LNG Power Revenue Adjustment

Volume Adjustment (MCF} (813,356)
Liquefaction kwh/MCF 11587 1/
Liquefaction kwh Usage (9,424,344
Average Inter-Company Revenue $/kwh  $ 0.08742 1/
Revenue Adjustment per OUCC $ {823,918}
Revenue Adjustment per NIPSCO 1,258,232y 1/
Adjustment to Increase Operating Revenue $ 434,314

2233 GEORl22CR Noa pwN =

20 Fuel Adjustment:

21 LNG Fuel Adjustment

22 Volume Adjustment (MCF) (813,356)

23 Liquefaction kwh/MCF 11.587 1/

24

25 Liquefaction kwh Usage {9,424 ,344)

26 Average Fuel Cost $/kwh $ 0.03097 1/

27 Fuel Cost Adjustment per CUCC 3 (291,834)

28 Fuel Cost Adjustment per NIPSCO {445,669) 1/

29 Adjustment to Increase Fuel Cost $ 153,835

30

31 Net Margin Effect 3 280,479
Notes:

1/ Per Petitioner's Exhibit No. 6, Attachment 6-B, Workpaper REV-2, Workpaper FP-2.
2/ Company's Response to QUCC 16-001.




iURC Cause No. 44688
Scheduie LKM-12

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Normalize Vegetation Control Expenses
Test Year Ended March 31, 2015

Line No. Description Amount 1/
1 12 Months Ended 3/31/2013 $ 10,256,384
3 12 Months Ended 3/31/2014 12,738,266
g 12 Months Ended 3/31/2015 8,252,326
3 3-Year Average Vegetation Control Expenses 10,415,658
8  Average Vegetation Control Expenses per Company 11,431,471
190 Adjustment to O&M Expense $ (1,015,812)
11
Notes:

1/ Per Petitioner's Exhibit No. 8, Attachment 6-B, Workpaper CM - 4.




[URC Cause No. 44688
Schedule LKM-13

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Normalize Planned Piant Maintenance Qutage Expenses
Test Year Ended March 31, 2015

Description Amount
Plant Maintenance Qutage Expenses per OUCC 5 3,247,894 1/
Ptant Maintenance Outage Expenses per NIPSCO 5,233,242
Adjustment to O&M Expense B {1,985,348)

Notes:
1/ Calculated based upon data Provided in the Response to OUCC 21-008.




IURC Cause No. 44688
Schedule LKM-14

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Remove Non-Recurring Maintenance Expenses
Test Year Ended March 31, 2015

Line
Na. Description Amount 1/
1 Outside Services Expenses Related to FERC Regulatory Requirements
Recorded in Account No. 542 3 477,403
2
3 Outside Services Expenses Related to FERC Regulatory Requirements
Recorded in Account No, 543 483,318
4
5 Adjustment to O&M Expense $ (960,721)
Notes:

1/ Per NIPSCO's Response to OUCC 2-004.




IURC Cause No. 44688
Schedule LKM-15

NORTHERN INDIANA PUBLIC SERVICE CONPANY

Adjustment to Reflect O&M Savings Related to AMR Project
Test Year Ended March 31, 2015

Line

No. Description Amount
1 Incremental O&M Savings Related to AMR Project 3 1,592,750 1/
2
3  Adjustment to O&M Expense % {1,682,750)

Notes:
1/ Per OUCC Witness Etheridge Schedule DDE-1.




JURC Cause No. 44688
Schedule LKM-16

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Normalize Uncoliectibles Expense
Test Year Ended March 31, 2015

Line
No. Description 2012 2013 2014 Average
1 Uncollectible Accounts Expense $ 1604153 1/ $ 2583938 1/ $ 3808022 1 % 7,996,113
2 Billed Revenue 1,420,635112 2/ 1,503,819,342 2/ 1,627,271,422 2f 4,551,625,876
3 Uncollectible Accounts Rate 0.1129% 0.1718% 0.2340% 0.1757%
g Operating Revenue $1,609,681,013 3/
g QUCC Pro forma Uncollectibles Expense $ 2,827,823
9 NIPSCO Uncollectibles Expense 4,595,361 4/
:II? Adjustment to O&M Expense $ (1,767,538)
Notes:

1/ Per FERC Form 1 for the corresponding year, page 322, Account 804,

2/ Per FERC Form 1 for the corresponding year, page 304, iine 41, column (¢).
3/ Per Schedule LKM-1.

4/ Company's Response to OUCC 4-014.




[URC Cause No. 44688
Schedule LKM-17

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Annualize Depreciation and Amortization Expenses
Test Year Ended March 31, 2015

Line

No. Description Amount
1 Remeove Depreciation Associated with Early Retirement of Bailly $  (11,100,000) 1/
2
3 Change in Amortization Period of Deferred Costs (6,540,506) 2/
4
5 Adjustment to Depreciation and Amortization Expense $ (17,640,508)

Notes:

1/ As recommended by QUCC Witness Rufter.
2/ As recommended by QUCC Witness Eckert,




IURC Cause No. 44688
Schedule LKM-18

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Reflect Current Utility Fee Rate
Test Year Ended March 31, 2015

Line

No, Description Amount
1 Pro forma Revenue (12 M/E March 31, 2015) $1,609,681,013 1/
2
3 Less:
4 Sales for Resale 14,573,725 2/
5 Interdepartmental Electric Sales Revenue 2,703,822 2/
6 Forfeited Discounts 4,232,809 2/
7 Miscellaneous Service Revenues 815417 2/
8 Rent from Electric Property 2,318,477 2/
9 Other Electric Revenues (45,616,971) 2/
10 Bad Debt - Electric 4595361 2/
11
12 Taxable Amount $ 1,626,058,373
13
14 Public Utility Fee Rate 0.1078% 3/
15
16 Public Utility Fee $ 1,752,891
17
18 Less: Actual Public Utility Fee Expense (12 M/E March 31, 2015) 1,978,259
19
20 Increase in Pro forma Test Year Taxes Other Than Income $ (225,368)

Notes:

1/ Per Schedule LKM-1.
2/ Per Petitioner's Exhibit No. 6, Attachment 6-8, Workpaper OTX - 3.
3f Indiana Utility Regulatory Commission 2015 Annual Report, Pg. 61,




IURC Cause No. 44688
Scheduie LKM-19

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjustment to Reflect O&M Portion of Annualized NIPSCO Payroll Taxes
Test Year Ended March 31, 2015

Line
No. Description Amount
1  QASDI
2 Pro forma Electric OASD| Tax $ 421,267 1/
3 O&M Ratio Per OUCC 68.64% 2/
4
5 Pro forma Electric OASD] Tax per OUCC $ 289,158
6
7 Pro forma Electric OASDI Tax $ 421,267 1
8 O&M Ratio Per NIPSCO 77.68% 3/
9
10 Pro forma Electric OASDI Tax per NIPSCO $ 327,240 1/
11
12 Adjustment to OASDI Tax $ {38,083)
13
14  Medicare
15 Pro forma Electric Medicare Tax $ 108,720 1/
16 0O&M Ratio Per QOUCC 68.64% 2/
17 , -
18 Pro forma Electric Medicare Tax per OUCC $ 75,312
19
20 Pro forma Electric Medicare Tax $ 109,720 1
21 O&M Ratio Per NIPSCO 77.68% 3/
22
23 Pro forma Electric Medicare Tax per NIPSCO $ 85,230 1/
24
25 Adjustment to Medicare Tax $ {9,919)
26
27 Total Adjustment to Taxes Other Than Income 3 {48,001)
Notes:

1/ Per Petitioner's Exhibif No. 6, Attachment 6-B, Workpaper OTX-2.
2/ MSFR 1-5-8{a)(10), Page 2, Line 62 divided Line 94 ($210,829,587 / $307,131,990).
3/ 100%-22.32% - as presented on Petitioner's Exhibit No. 6, Attachment 6-B, Workpaper OTX-2.




Ling
No,
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NORTHERN INDIANA PUBLIC SERVICE COMPANY

Adjusiment to Income Taxes to Reflect
Reduction in Indiana Corporate Income Tax Rate {0 6.25 Percent
Test Year Ended March 31, 2015

Description

Net Operating Income - Elec Segment
Plus: Income Taxes Included in Net Operating Income

Net Operating Income Before Taxes
Interast Synchronization Deduction

Federal Taxable Income Before State Tax Deduction
State ncome Tax Rate

State Income Tax

Federal Taxable Income fess State Income Tax
Federal Income Tax Rate

Federal Income Tax

Other Components of Operating Income Tax Expense

Federal income Taxes
Net Excess for Method, Basis and Life Differences for
Tax Rate Changes
Deliciency for Flow Through of AFUDC Equity
Permanent Differences: Non-deductibles
Amortization of Investment Tax Credit
Parent Company Tax Benefit of Interest Expense
Federal Benefit of State Adj. and Misc,
Subtotal

State Income Taxes

Net Deficiency for Method, Basis and Life Differences for

Tax Rate Changes

Deficiency for Flow Through of AFUDC Equity
Permanent Differences: Non-deductibles
Permanent Differences: Ulility Recelpis Tax

Subtotal

Summary:
Federai Income Taxes

State income Taxes

Total Income Taxes

Notes:

1/ Per Petitioner Exhibit No. 11, Attachment 11-A, Schedule 1.

IURC Cause No. 44688

Schedute LKM-20

Amount Per Amount Per
NIPSCO Hi oucc A4 Adjustment
(a) (b} (c)
$ 159,501,522 $ 159,501,522
66,522,229 66,522,229
226,023,751 226,023,751
(63,599,234) {63,599,234)
$ 162,424,517 $ 162,424,517
7.125% B5.250% 2/
3 11,672,747 $ 10,151,532 § (1,421,215)
150,851,770 152,272,985
35.000% 35.000%
$ 52,798,120 § 53,205,545 3 497,425
$ (490,355) 3 {490,355) 3 -
3,366,354 3,266,354 -
115,553 115,553 -
(2,116,019} 2,116,019) -
(348,062} (348,062) -
{874,400} (874,403) -
{346,932) (346,932) -
3 163,113 $ 143,082 3/ 3 (20,031)
688,198 603,682 3/ (84,516)
23,523 20,634 3/ (2,880)
1,623,460 1,424,088 3/ {199,372)
$ 2,498,204 $ 2,191,486 $ {306,808)
§ 52451188 $ 52,948,613 $ 497,425
14,071,041 12,343,018 {1,728,023)
$ 66,522,229 § 65,201,631 $ (1,230,598)

2/ Per NIPSCO's Response to IG Set 7-006, Attachment A, Page 3.

3/ Column (a) / 7.125% x 6.25%.




IURC Cause No. 44688
Schedule LKM-21

NORTHERN INDIANA PUBLIC SERVICE COMPANY

Interest Synchronization Adjustment
Test Year Ended March 31, 2015

Line
No. Description Amount
1 Rate Base per OUCC $3,221,493,152 1
§ Synchronized Interest Rate 1.85% 2/
g Tax Deductible interest per OUCC $ 59,587,623
(73' Tax Deductible interest per NIPSCO 63,5699234 3/
3 Adjusiment to Tax Deductible interest $ (4,001,611}
‘11(1) State Income Tax effect at 6.25% 250,101
E Federal income Tax Effect at 35% 1,313,029
1: Total Tax Savings $ 1,663,130
16
Notes:

1/ Per Schedule LKM-2.
2/ Per Schedule LKM-18.
3/ Per Petitioner Exhibit No. 11, Attachment 11-A, Schedule 1.




NORTHERN INDIANA PUBLIC SERVICE COMPANY

[URC Cause No. 44688
Schedule LKM-22

QUCC Capital Structure and Rate of Return
Test Year Ended March 31, 2015

| Per QUCC |

Line Capitalization Cost Weighted
No.  Capital Source Ratio Rate Cost Rate

1 Long-Term Debt 32.36% 571% 1.85%

2 Common Equity 45.51% 8.70% 3.96%

3 Cost Free-Capital 20.51% 0.00% 0.00%

4 JDITC 0.09% 7.46% 0.01%

5 Customer Deposits 1.63% 4.58% 0.07%

6 Total 100.00% 5.89%

7 ,

8 Synchronized Interest Rate

9

10 Long-Term Debt 32.36% 5.71% 1.85%
11

12 | Per NIPSCO |

13 Capitalization Cost Weighted

14 Capital Source Ratio Rate Cost Rate

15

16 Long-Term Debt 32.36% 5.71% 1.85%

17 Post-1970 ITC 0.09% 8.65% 0.01%

18 Common Equity 45.51% 10.75% 4.89%

19 Retirement Liabitity 2.87% 0.00% 0.00%
20  ADIT 17.64% 0.00% 0.00%
21 Customer Deposits 1.53% 4.58% 0.07%
22 Total 100.00% 6.82%
23

24 Post-1970 ITC Cost Rate

25

26 Long-Term Debt 41.56% 5.71% 2.373%
27 Commeon Equity 58.44% 8.70% 5.084%

28 100.00% 7.457%

Notes:
1/ Per Exhibit JRW-1.
2! Per Petitioner's Exhibit No.

12, Attachment 12-A, Page 1.

1

2f




Cause No. 44688

Attachment LKM-1

Page 1 of 2
Cause No. 44688

Northern Indiana Public Service Company’s
Objections and Responses to
Industrial Group’s Data Request Set No. 2

Industrials Request 2-,006:

Please provide the contractual basis for the bargaining unit signing bonus and work
continuity costs contained in Adjustment OM-10.

Objections:

Response:

Contractual basis for Physical Union 12775 signing (ratification) bonus - Per Article X:
Wages, Cost of Living Adjustment Job Descriptions and Job Evaluation:

ARTICLE X
Wages, Cost-of-Living Adjustment,
Joh Descriptions and Job Evaluation

Wages

1. - The hourly rates of pay for the various classifications of work covered by
this Agreement are shown in Article XX, Schedule A.

A. Each regular active employee on the Company's payroll on the date of
ratification of the Agreement shall be paid cne thousand seven hundred
dollars ($1.700.60) as a one-fime payment for prompt ratification of the
Agreement. Each regular inactive full-time employee on the Company's
payroll on the date of ratification of the Agreement shali be paid a like
amourt upan return to acfive status.

This ratification payment will be payable the second payday after
ratification. -

Contractual basis for Clerical Union 13796 signing (ratification) bonus - Per Article X:
Wages, Cost of Living Adjustment Job Descriptions and Job Evaluation:




Cause No. 44688

Attachment LKM-1

Page 2 of 2
Cause No. 44688

Northern Indiana Public Service Company’s
Objections and Responses to
Industrial Group’s Data Request Set No. 2

ARTICLE X
Wages, Job Descriptions and Joh Evaluation

Wapes

1. The howuly mtes of pay for the varions oassTcations of warl covered
by this Agreement are shiown in Asticle XX1, Schedule A.

A. Each regutar aclive employes on the Company's payroll a3 of
May 31, 2014 shall be paid cne housand seven mndred dollams.
1. 700.00) as a onedime payment for grampt relification of the
Agreemerit. Each wequizr inactive ful-fme employee on the
Company's payrolt as of May 31, 2014 shall be pakl a ke amount
upon retum: toaclive status

This ratification payment wifi ba payatie the first payday, thifdy
{3D) days affer ratificslion. ' :

“Work continuity” costs represent costs incurred by NIPSCO in preparation to continue
operations in the event of a bargaining unit work stoppage. Though there is not a
“contractual basis” for these types of costs, these costs are prudent and necessary in
order to ensure that NIPSCO can continue to provide safe and reliable production and
delivery of electric energy to NIPSCO’s customers. :
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Cause No, 44688
Northern Indiana Public Service Company’s
Objections and Corrected Responses to

Indiana Office of Utility Consumer Counselor's Data Request Set No. 11

OUCC Request 11-015:

With reference to Petitioner’s Exhibit No. 7, Attachment 7-A, pages 1 to[15:

(a) Please provide pages 2 and 2A in electronic format with the
formulae intact;

(b)  TPlease provide the total monthly actual labor expense for the

- period April 30, 2014 through October 31, 2015;

(c}  Please provide the date on which NCSC grants its annual merit
increase; :

(d}  Please provide the total monthly actual payroll taxe} for the period
April 30, 2014 through October 31, 2015;

(¢}  Please provide the total monthly actual employee be¢nefits expense
for the period April 30, 2014 through October 31, 2015;

(  For the 12-month period ended March 31; 2015, please provide'a
breakdown of the employee benefits expense similar to the
breakdown provided in the response to OQUCC 2-034;

(g) Please provide the actual capital transfef percentage for each

month from January 2015 through October 31, 2015,

Objections:

Response:

(2) Please see the file attached hereto as OUCC Set 11-015|Attachment A

for the electronic format with formulae intact.

(b) Please see the file attached hereto as OUCC Set 11-015 Attachment B

for the total monthly actual labor expense for the period April 30, 2014

through October 31, 2015,

(e) The annual merit increase for NCSC employees go intg effect on June

1=,

(d) Please see the file attached hereto as QUCC Set 11-015

Attachment C

for the total monthly actual payroll taxes for the period April 30, 2014

through October 31, 2015.




Cause No. 44688
Attachment LKM-2
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Cause No, 44688
Northern Indiana Public Service Company’s

A Objections and Corrected Responses to
Indiana Office of Utility Consumer Counselor’s Data Request Set No, 11

(e) Please see the file attached hereto as OUCC Set 11-015| Attachment D
for the total monthly actual employee benefits expense for the period
April 30, 2014 through October 31, 2015.

(f) Please see the file attached hereto as OUCC Set 11-015 Attachment E
for the 12-month period ended March 31, 2015 bre kdown of the
employee benefits expenses,

(g) Below is the actual electric capital transfer percentage for each month
from January 2015 through October 2015. Please note that the capital
transfer percentage was calculated by dividinig the glectric capital
transfers by the total Electric NCSC Management Fee ffor the month.
This percentage is not utilized in recording the capital transfers, Each
transaction incduded on the NCSC Management Fee s individually
accounted for and appropriately recorded to its respective account.

January 2.38%
February 3.05%
March 2.50%
Aptit 30.49%
May 13.51%
June 16.85%
July 1.96%
August 6.85%
September 8.99%
-1 October 5.32%

Corrected Response:

(e} Please see the corrected file attached hereto as OUCC Set 11-015 Corrected
Attachment D, revised for the total monthly actual employee benefits expense for the
period April 30, 2014 through October 31, 2015, The corrected attachment includes
Employee Education Aid expense, whick is in the test year cost of service, but not in
the Benefit Pro-Forma Adjustment on Petitioner Exhlblt No. 7, Attachment 7-A, page 2
for March 2015 Benefits.




Altachment A

, Sheeid of 5
Wiiness: 5. M. Tayier
Hortham Indlama Punlie Sarviee Company - IURC Cause Na.
NiScuree Corporate Services Company (NCSC) Test Year Expenses - Nommllzed with Pro-forma Adjustments
Test Year - Twehs Months Ended 3/31/2015
NCEC TAR Fee | NOSE alngt Fee NCSC Mngt Feo NCSC Mingt Feo Pro-Forma Adjusimaonts TCSC Mgt Fae
TME S THME SA1HE THE 23115 Rate-Making™ | Normalized Test Year [ Laborand Benafit Fansion CPes’ Rent Kermallzed Test Year
NIFSCO TOTAL NIFSCC Gas NIPSCO Eectric Adjvstments Exfore Pro-forma Ad) | Pro-forma Prn-tarma Adustrent | Pro-fume Agustment | Pro-forma Adjuesnant After Pro-forma, Ad]
Cal A Col.B Cal. & 5 Col D ColEmC4D Lol F Col. G CoL M ol Col. JeEaEH G
Accounting and Statistical Sendeas £,600,181.96 {1 4423867y 5,155,547.28 {125,37240) 5,020,014.89 264,05528 858221 (4,085.71) 1061344 53057312
ALY Servines 1.661,80723 BE52A85ET) 1,455,311.56 (23,321.08} 1,475,990.53 74,0767 437411 (1,353.08 297740 1,556,025.77
Budget Servicas 458430126 S1783) 3E2t90353 (£8,279.24) 3,559, 70413 184,670D.82 10,504.57 (3472.80) 742257 3,755,220 49
[Cocporaie Services B.2BB,485,18 {1,704.716.20) 5.283,748.98 (125,155.18) 5.158,533,80 2009,665.83 12,580,435 {2,842 84) 845721 5,385,124.48
Customer Biling, Solection, and Conlad Safvices 1,853,862.32 {$39.61728) 914,235.07 @651 10,571.95 24, 757.8% 1.451.87 {465,58) 995,10 araxa
Employre Servicey G695,52 46 {1244, A759,439.79 (147,724.25) 4,541,745.54 235,283.80 44.074.41 (4,482.33) 9,560.28 4,849,241.80
Fatilty Services 1591499133 (448,064, 1,456,526.81 (13741.30) 1,453,185.51 4248529 2508.69 {783.95), 1,707.63 1,489,528,17
Hedoraatlen Services 1,118,824.93 135305 BI54593.95 (ET.568.59) TAE925.41 aDIT5TA 191173 {805.84) 1,301.29 783.505,04
Infermaticn Techmolagy Servites 4578143588 (13,017,285,84) F2,764,200.04 {88,750.36), IZETAA19.68 92228 5,859.50 {1, 866.10) 398249 32,781,51385
Inerance Services 2,054 359,97 AETAS3.78) 1,557 AB5.1% {81,095.82) 147638637 2937175 173435 {552.35) 1,180.55 1,508,100.68
Inferest, Stockand Tax ™~ 5,539,857 25 (+,480,735.25) 52807209 421470279 514,369.35 {8,150.16) {481.25) 153,27 (327,58, 305,563.62
Legal Services BT1331651 {1,727 34415 G55 47236 {158,803.46) 5.ERG.478.50 491,153,453 14,287.30 355479 7,553.13 7,053,008,07
Oparations Support and Planning Sarvicss 8,146,808.50 @, 141,358.57) 5,007 £48.0% (2522815 ALTAS T 322,081,53 7,209,30 (2.2085.97) 480729 5,110,141.85
Purchasing, Slormge and Disposiion Servicas 4,813,£2058 {769,380.72) 3,544,028.85 (73887 3,808,710,88 207,228 08 1223536 (5.896.96) /328,14 4,030,605.4%
Reguirlory Servicas - praig il - fraig &3 .05 200.20 248 )¢ 0.4 . 0. 213,69
Taos Sopvites . 1,440,151.40 {A13,856.50) A,128,788,01 (26,284,27) 1,100,500.64 5302112 3,150.81 {397.08) 2,131.10 1,157,786.554
Transportation Serdees 2,818,086.75 (2719242 2,000,934.3% (13,567.65) 2,077,366.64 B5,S66 55 5,076.12 (4,516.67) 3,455.26 2,170,246.574]
‘tregRry Sendces 2,071.269.13 {426,188, 1,546,598 18,730, 1,377,968.02 58,496.51 3.454.11 (1,560.09) 235147 o, z91180 51T
Grand Tewl NCSC Fees Blled 16 NIFSCO 113.856.064.98 (30,189,657, 21 666 A06.93 (E,145,024.55 752137240 1,808.864.90 112,715,534 135,896.86) 76,123.97 ?9,563.}'79.%
- [=
e Al iransferned {o Capial® g69.707.01) 073.705.28 {1.886,501.73) 20,145,892 {1,976,454.81) {45,621.E7) {2.£843.50) B857.93 (1,832.70) {2,025,
Net Amennt Transferred from Management Fee {2,868,707.C1) £73,10528 {1,896,501.73) 2D45.92 {1 .976.&54.31]' {45,621.E7) (2,693,80) B857.8% (1.833.70) {&,029,746.35]
Net Tolal NIPSSO Marmgtment Fas TME 231/15 310.856,357.18 (29.216.551.98) 81,569, 36520 {£,124,687.61) 75.5-&6,917.§j 1,863,243.02 110.,021.44 [356,038.83] T4 85027 7755803340
F A e L

*  Capitalf Bakeree Shest er22s%

* Raefersnce Atachmsnt B, Cohmers J & I for Reate-Maving Adusimerd detalis,

by diviing "Ameunt Transfemmes to Capital or Cthar Batenee Sheet Azcls™ by tho tefal Slanagement Fez (51,996, 602/583,655,407)

""inﬁz:resl. mrek compenstion and i expense are tracked separgiely by NCST so that these tuels ean be reldly [deritffied and tacked far atzounding puposes.
Pursusnt 10 Article 2.5 of the Senvice Agresmen; with NIPSCO {Assckmient ), ihese charges represent NCSC msts o makdale the sendce sompany stuctars,
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Allschment A
Sheet 2 of 5
Witness: S, M. Tayler

. NIPSCO Eoctric
Labor & Banefits Anrpalized
Twelve Months Ended March 34, 2018
Line ’
No. Labar NIPSCO Electric Total HGSC
1 Achial Merch 2015 Labor Expense” S 1,806,041.08 s 13,333,756.684
2 Ammualized {12 months) § 12 iz
3 Total Annmualized Laber Expense (Line - x Lire 2) 18272,453,01 160,905,078.68
4 Tatal Test Year Laber Expense 18,298,938.32 152.065,255.27
5 Lzbor Increzse {Line 3 - Line 4) 973,554,569 7.535,824 41
&  Approved merit inerease™ 287% 287%
7 Merit{Line 3 x Lire 8) 553,120.55 L5532 A5 TS
g Gross Labar increase {Lne 5+ Lne ¥) 1,528.875.24 12,531,870.20
8  Capral Transfer {2.36%) 0.9761 1
10 NetLabor Increase (Hne 3 x Lire 9 1.490,187.70 12.531,870.20
Payroll Taxes
1 Actugl Mareh 2015 Employer Payrell Taxes” 166,582,864 1,383,010.97
12 Agtual March 2015 Labor Experse” (per Line ¥) 1,808, 041.08 13.333,755.64
13 Payroll Tax o Labor Percertags (Line 11 / Lifie 13) 10.27% 10,37%
14  Gross Labor Inereasa (perline 8) 1,626,675.24 12.531,570.20
15  Gross Payrof Tax increase (Line 13 x Line 14) 158250.62 1.259.847.65
16 Capital Tranefer (2.38%)" 09769 1
17 Met Payrall Tax increase {Lne 45 x Line 18) 154.566.04 1.295.847.655
18 Netlabor and Payrolf Tax Increase L] 164475174 5 18 85
Benefits
4%  March Benafts* 235 475485 1.884.977.21
20 Mareh Labar(Line 1) 1,808,041.08 13,353, 755,64
21 Percemtage (Line 19/Line 20} 14,66% A4.68%
22 Gross laborincrezse (Line 8) 1,626,67524 12,631,870.20
23 Bensfit parcentage (Une 21) 14.66% 14.66%
24  Gross Increase in Benetits {Line 22 x Lne 23) 223,839.04 1,837,420,38
28  Capital Transler (2.39%) . 0.5761 1
%6  NetBanefits Increase (Line 24 x Line 25) E 218,88929 s 1,837,420.28
27  Total NGSC TME net [aber and benefits Inceease - Atachment A, Steet 4, Cal F 5 1 241.03 3 15,669,238.22
28  Total HCSC THE gress labar and kenedffts [nereass -~ Attachment &, Shaet {, Col F 1,508,864,90

* NiFSCC Elechic portion of total NiSource Labor expense was determined by taking the average of NIPSCQ Electric’s manthly porlion of the totel NCSC

labar during tha lest year. Sea Sheet2A,

* Historieal Test Year Capital aliocaion of 2.29% used to estimate fukire test year Capital Transfer.

= 205 Merit Increase is schaduled to take effedt on Jine 1si, 2015,

L1 Jo | adeq
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. Attachment A
~ Sheet 2a
Witness: S.M. Taylor

MNIPSCO Electric’s Percentane of Total NCSC Labor; TME March 2015

11 0.1 12% 0.16%
14 2.32% 247% 2.42% 2.00% 224% 225%
= 0.03% 0.03% 0.03% 0.03% 0.03% 0.05%
26 0.01% 0.02% 3.00% 0.04% 0.02% 0.00%
a2 33T '3.28% 3.16% 3.36% 3.277% 3.26%

2470%  25.86% 24.98% 2343%  25.08% 243T% 24.31%

W gl B R b

AHHREREBBYRE

2.520,431.04
2,370,22420
2,367,573.40
3,001,694.32
201410 2,448,323,03
201411 2,686,236.5%

20412 2,858,646,98 -

201501 2,486,51565
201502 2,652,859.54
245557144

5

7

201503 X
e 7 Mo oot TR ot Y,
APl o o

B

45820
3,430,776.25
3,222, 772.58
3,207,184.95
4,137,670.67
3.243,613.86
3,516,588.17
3,988,813.45
3.304,202.08
3,502,926.53

L SRTT B3 23

a5 1.37% 1.33% 1.40% 1.36% 122% . 1.20% 135%
37 1293% 12.25% 12.72% 1236% - 11.84% 12.44% 12.33% | 1211%
33 T37% 7.51% 752% T785% 7.55% 7893% 7.95% 6.87% 7.36% 7.168% 7.30%
10 A 0.08% 0.06% 3.05% 0.068% 0.08% 0.05% 0.05% 0.06% 0.05% D.85% 0.05%
11 51 14.75% 1547%  14.00% 1474% 15.82% 14.57% 14.67% 16.02% - 13.76% 13.73% 13.18%
12 54 0.02% 0.02% 0.02% 0.02% 0.01% 0.01% 0.03% 001% 0.01% 0.00%
13 57 0.01% 0.o1% 0.02% 002% 0.02% 0.01% G.01% 0.02% 0.01% 0.02%
14 58 5‘.73".6 607% - 6.79%
15 A4iane: iz s el .
15 019% 017%  0.16%
17 0,60% D.00% 0.00%
13 0.00% 0.00% 0.00%
18 0,03% 0.03% 0.07% 0.00% 0,04%. 0.03% 0,04%
20 - 0.00% 0.00% 1.00% D.01% 0.00% 0,00% 0.00%
al 1028% 10.32% 10.32% 10.34% 10.42% 10.09% 10.15% 10.79% 10.74%
pr] 7 B 0.72% 113%  123% 1.39%
z st v ek SRR B e
24 051% 0.71% 0.54% 0.58%
25 0,20% 027% 0.25% 0248 023%
26 0.07% 0.01% 0.012% 0.01% 0.01%
7 ' 0.0%% 0.01% 0.01% D.01% 0.01%
m % g DS GE O7en 0% 0% 08  OTI%  GSTR IO . OM%
30 Eleciriz % of Tetal (see Tabla A) 72.80% T3.16% Ta46% T3.55% T5.45% 76.35% T442%  T53T% TaT3% 74.52%
a1 Common Partion (Ling 45 x Line 30) 10.85% C11.19% 10.A4C% 10.63% - 10.69% 10.08% 10.13% 9.50%
3z Eleciriz Direct (Line 23} 1.36% 1.49% 1.51% 1.36% 1.29% 1.38% 1.47% 1.52_%_
33 Tetal {Line 32 + Line 32) 12 3% 12.68% 1246% 1231% 1151% 11.95% 11.58% 11.46% 116055 11.01%
4 Average 12.04%

L1J0 G adeg
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NIPSCO Electric
Pension Adjustment
Twelve Months Ended March 31, 2015
Line Total NCSC NIP-Electric Partion  Arnount Billed
No, Description Amount Booked of NCSC Labor* to NIP-Electric

Apr-t4 457,950.00 12.31% 56,394.92

Mary-14 457,890.00 12.68% E£8,087.81

Jun-i4 457,890.00 12.45% 57,084.87

Jul-14 457.850.00 12.31% 56,373.88

Aug-14 457,989.00 12.49% 57,206.50

Sep-14 457,989,00 12.33% 55,492.49

Qct-14 457,989.00 11.91% 54,542.91

Nov-14 457,589.00 11.99% 54,898.95

Dec-14 457,982.00 11.98% 5487061

Jan-15 502.220.,00 11.46% 57,77748

Feb-15 504,220.00 11.60% 58,4584 .95

Mar15 504,220.00 11.01% 55,526.70

1 Test Year Pension Expense 5,634,558.00 $ 677,722.07
2 2015 Pensiop Estimate (Controlier's letter 2015-46) - Sheet3a § 6,562,410.00 - 1204% $ 79043741

1/2 year estimate x 2 (3,281,205 multiplied by 2}

3 Pro-forma Adjustment Line.3 - Line 1 927,852,00 % 112,71534
28 Capital Transfer {2.29%} ™ 0.9761
29 Additional Amournt to be Added to Test Year $ 110,021.44

* NIPSCO Elechic Portion of total NiSource Pension expense is same percentage used forthe NIPSCO Labor & Benefits Allocation.
This percentage was determined by tking the average of NIPSCO Elecbic's monthly portion of the total NCSC laber during the test

year. See Sheet 2A.

= Histarical Test Year Capital allocation of 2.29% used to estimate future test year Capital Transfer.

Attechment A
Sheet 3 of 5
Witness: S5.M. Taylor
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Attachment LKM-2

Cause No. 44688
Page 7 of 17
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Attachment A
Sheet4of 5
Witness: S. M. Taylor

NIPSCO Electric
OPEB Adjustment
Twelve Months Ended March 31, 2015
Line Total NCSC NIP-Electric Portion Amount Billed
No. Description - Amount Booked of NCSC Labor* to NIP-Electric
Apr-14 89,819.59 12.31% 11,072.31
May-14 ' 104,600.75 - 12.68% 13,266.73
Jun-14 89,258.25 12.46% 11,125.47
Jul-14 : 106,384.35 12.31% 13,096.06
Aug-14 . . 83,919.14 12.49% 11,731.25
Sep-14 ) 105,763.35 ' 12.33% 13,045.80
Oci-14 ‘ 106,694.05 11.91% ' 12,706.43
Nov-14 : 93,746.48 11.99% 11,237.35
Dec-14 85,038.14 11.98% 11,386.60
Jan-15 11745828 11.46% 13,459.2%
Feb-15 ~ 112,440.58 ‘ 11.60% 13,037.63
‘ Mar-15 ) 121,501.10 o 11.01% 13,380.18
1 Test Year Pension Expense - $ 1,235,7368.07 | % 148,545.10
2 2015 QPEB (Controller's letter 2015-48) -Sheet 3a $ 835,234.00 12.04% $ 112,648.24
1/2 year estimate x 2 (467,617 multiplied by 2) -
3 Proforma Adjustment Line 2 - Line 1 $ (301,502.07) $ {(35,896.86)
4 Capital Transfer (2.39%) ** 0.9761 .
il Additional Amount to be Deducted from Test Year . $ (35,038.92)

* NIPSCO Electric Portion of total NiSource OPEB expense is same percentage used for the NIPSCO Labor & Benefits
Allocation. This percentage was determined by taking the average of NIPSCO Electric's monthly portion of the total NCSC
lzbor during the test year. See Sheet 2A.

** Historical Test Year Cabital allocation of 2.39% used to estimate future test year Capital Tranefer,
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Cause No. 44688

Attachment LKM-2 )
Page 9 of 17 Cause No. 44688
OUCC Set 1-015
NiSource Corporate Services Company ' Attachment B
Monthly Actual Labor Costs
April 1, 2014 - October 31, 2015
NIPSCO Electric
Month Number  Actual Labor
201404 1,484,743
201405 - 1,523,067
201406 1,534,800
201407 1,622,143
201408 1,604,793
201409 1,555,356
201410 1,610,055
201411 1,544,730
201412 1,555,537
201501 1,520,178
201502 1,528,124
201503 1,538,718
201504 1,497,666
201505 1,474,432
201506 . 1,449,821
201507 1,643,264
201508 1,731,414
201509 1,948,218
201510 1,917,982

S ‘30,285,040




Cause No. 44688

Attachment LKM-2
Page 10 0f 17 - Cause No, 44688

OUCC Set 1-015

NiSource Carporate Services Company Attachment C

Monthly Actual Payroll Taxes
April 1, 2014 - October 31, 2015

NIPSCO Efactric
Month Number Actual Payroll Taxes

201404 130,548
201405 115,542
201406 135,410
201407 131,473
201408 132,499
201409 170,315
201410 - 154,252
201411 124,150
201412 125,673
201501 197,268
201502 163,269
201503 185,090
201504~ 137,059
201505 131,975
201506 142,512
201507 158,926
201508 143,422
201509 156,017
201510 174,213

$ 2,819,654
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OUCC Set 1-015

NiSource Cotporate Services Company Attachment D

Monthly Actual Employée Benefit Expenses
April 1, 2014 - October 31, 2015

NIPSCO Electric
Actual Employee
Month Number Benefit Expenses

201404 282,667
201405 325,593
201406 346,468
201407 , 343,985

. 201408 353,661
201409 393,136
201410 362,786
201411 424,351
201412 349,142
201501 416,278
201502 558,865
201503 311,628
201504 276,707
201505 282,337
201506 336,735
201507 384,046
201508 400,369
201509 366,790
201510 436,487

$ 6,952,031




Cause No. 44688
Attachment LKM-2

Page 12 of 17 Cause No, 44688

OUCC Set 1-015

NiSource Corporate Services Company Attachment D

Monthly Actual Empioyee Benefit Expenses
April 1, 2014 - October 31, 2015

NIPSCO Electric
Actual Employee
Month Number Benefit Expenses

201404 287,156
201405 328,965
201406 349,394
201407 345,103
201408 357,008
201409 395,597
201410 363,080
201411 425,343
201412 350,465
201501 421,410
201502 561,026
201503 316,191
201504 278,456
201505 203,222
201506 342,360
201507 384,388
201508 402,957
201509 375,248
201510 438,670

$ 7,016,038

* Please note that Employee Education Aid is not included in the Benefit Pro-forma
Adjustment on Petitioner Exhibit No. 7, Attachment 7-A, page 2 for March 2015 Benefits.
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Cause Na. 44688
Northern Indiana Public Service Company’s
Objections and Responsesto
Indiana Office of Utility Counselot’s Data Request Set No. 30

OUCC Request 30-001;

Please explain why the actual labor amount ($18,622,243) allocated to NIPSCO Electric
for the 12 months ended Match 2015 on Attachment B of the response to OUCC 11-015
is different from the amount charged to NIPSCO Electric ($18,298,938) as presented on
Petitioner Exhibit No. 7, Attachment 7-A, page 2 for the test year labor, Please identify
the correct amount that is included in the cost of service.

Obiections:-

Response:

QUCC 11-015 Attachment B does represent the actual labor aimount allocated to
NIPSCO Electric during the test year and included in the cost of service. With the
transformation of the financial reporting system, actual calculated NIPSCO electric
“unloaded” labor is available. The amount presented on Petitioner’s Exhibit No. 7,
Attachment 7-A, page 2, represents a pro-forma adjustment for “unloaded” labor based
on monthly calculated NIPSCO Electric labor percentage of total NCSC labor. The pro-
forma labor calculation is consistent with the calculation used in Cause No, 43969;
however, given that “unloaded” labor can now be readily calculated in the financial
reporting system, an updated Petitioner’s Exhibit No. 7, Attachment 7-A, page 2 has
been attached hereto as OUCC Set 30-001 Aftachment A reflecting $18,622, 243 as actual
test year NIPSCO Electric labor charged from NCSC. NIPSCO will be filing a correction
to Petitioner’s Exhibit No. 7, Attachment 7-A, Page 2 to reflect this correction,
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Cause No. 44688
Attachment LKM-2

. Pape 14 of 17
QUGG Sel30-001 Attachment Axls

NIPSCQ Electric
Labor & Bgnefits Annalizad
Twelve Months Ended March 31, 2016

Labor NiIPSCO Electric
Actual March 2015 Labor Expense‘.‘ § 1,608,0414,08
Annualized (12 months} 12

Altachment A
. Sheat2 of &
Witness: 5. M. Taylor

Total NCSC

193,333,766.64
12

Tetal Annualized [.abor Expense {Line 1 x Line 2)
Total Test Year Labor Expanse

19, 272 483.01
18,622,241.00

160,005,079.68
162,085,256.27 .

Labor Increase {Line 3 - Line 4) 650,252.01
Approved merit erapge™* ' 2.87%
Merit (Line 8 x Line 6) 653,120,66
Gross Laber Increase (Line § + Ling 7) 1,203,372.58

7,630,024.41

2.87%

4,502,145.79

12,631,970.20

Capital Transfor {2.39%)** 0.9761
Net |.abor Increase (Line 8 x Line &) . 1,174.611.96

1
12,531,970.20

Payroll Taxes

Actual March 2015 Employer Peyroll Taxes* 186,562.64
Actual March 2016 Labor Expense* (per Line 1} 1,808,041.08

1,903,010.87
13,333,756.64

Payroll Tax to Labor Percentage {Line 11/ Line 12) 10.37%
Gross Labor Increass (par Line 8) 1,203,372.68

10.37%
12,631,970.20

Gross Payrolt Tax Increase {L.ine 13 x Line 14) 124,816.86
Capltal Transfer (2.32%)** 0.9761

1,258,847.656
] 1

1,299,847.65

13,831,817.86

1,964,877.21
43,333,750.64
14.66%

12,631,870.20
14.86%

Net Payroll Tex Increase (Line 15 x Line 16) 121,833.72
Net Labor and Payroll Tax increass ) ' o $ 1,206,446.68

Henelils

March Benefits*® 235,475.55

March Labor {Lina 1) : 1,608,041.08
Perceniagea {Line 18/Line 20} ) . 14.66%
dmss labor Increase (Line B) 1,203,372.58

Benefit parcenfage {Line 21) - 14,66%
Gross Increase in Benedits (Line 22 x Line 23) 178,436.84

Capitel Transfer (2.39%)** . 0.9761

Net Boneafits fncreaae (LIne 24 x Line 25) . $ 172,220.00

PR

Total NCSC TME net fabor and beneflte Increase - Aftashment A, Sheet 1, Col F 1,469,866,68

1,837,420.38
1

1,837,420.38

16,669,236.22

Tolal NGSC TME groaeae labor and beneflts Increase - Attachment A, Sheet 1, Gol F 4,604,626.25

* NIPSCO Electric portion of tatal NiSource Labor expense was defermined by taking the average of NIPSCO Flactric's mon!hly purhon of the {ola) NCSC

fabor during the test year. See Sheet 2A. This pro-forma method Is consistent with that used In previous cases.
** Historical Test Year Capltal ailocation of 2.39% used to eslimate future lest yoar Capild] Transfar.

*+ 7016 Merit Inorease is scheduled to take effec! on June 1si, 2015.
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Cause No, 44688 _
Northern Indiana Public Service Company’s
Objections and Responses to -
Indiana Office of Utility Counselor’s Data Request Set No. 30

QUCC Request 30-002;

Please explain why the actual payroll taxes amount ($189,090) allocated to NIPSCO
Electric for the month of March 2015 on Attachment C of the response to QUCC 11-015
is different from the amount charged to NIPSCO Electric ($166,583) as presented on
Petitioner Exhibit No. 7, Attachment 7-A, page 2 for March 2015 payroll taxes. Please
identify the correct amount that is included in the cost of service. ’

Obijections:

Response;

OUCC 11-015 Attachment C represents the actual payroll taxes amount allocated to
NIPSCO Electric during the test year and included in the cost of service. The amount
presented on Petitioner Exhibit No. 7, Attachment 7-A, page 2 represents the pro-forma
adjustment for payroll taxes and is also included in the cost of service. The pro-forma
payroll tax calculation is consistent with the calculation used in Cause No. 43969, and
represents the annualized payroll tax percentage multiplied by the pro-forma labor
adjustment presented on Petitioner Exhibit No, 7, Attachment 7-A, page 2, line 1.

Please note the correction to Petitioner Exhibit No. 7, Attachment 7-A, page 2, line 1
included in NIPSCO's response to OUCC Request 30-001 related to actual test year
labor expense.
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Cause No. 44688
Notthern Indiana Public Service Company’s
Objections and Responses to ‘
Indiana Office of Utility Counselox’s Data Request Set No. 30

OUCC Request 30-003:

Please explain why the actual employee benefits amount ($311,628) allocated to
NIPSCO Electric for the month of March 2015 on Attachment D of the response to
QUCC 11-015 is different from the amount charged to NIPSCO Electric ($235,476) as
presented on Petitioner Exhibit No. 7, Attachment 7-A, page 2 for March 2015 employee
benefits, Please identify the correct amount that is included in the cost of service.

Objections:

L4

Response:

OUCC Set 11-015 Attachment D represents the actual benefits amount allocated to
| NIPSCO Electric during the test year and included in the cost of sexvice, The amount
presented on Petitioner Exhibit No. 7, Attachment 7-A, page 2 represents the pro-forma
adjustment for employee benefits and is also included in. the cost of service. The pro-
forma benefit calculation is consistent with the calculation used in Cause No. 43969,
and represents the annualized employee benefit percentage multiplied by the pro-
forma labor adjustment presented on Petitioner Exhibit No. 7, Attachment 7-A, page 2,
line 1. Please note the correction to Petitioner Exhibit No. 7, Attachment 7-A, page 2,
line 1 included in OUCC Request 30-001 related to actual test year labor expense.




Cause No. 44688
Attachment LKM-2
Page 17 of 17

Cause No. 44688
Northern Indiana Public Service Company’s
_ Objections and Responses to
Indiana Office of Utility Counselor's Data Request Set No, 30

OUCC Request 30-004;

Please explain why the employee benefits costs for the 12 months ended March 2015
(before and after removing the costs for which NIPSCO is not seeking recovery) on
Attachment E of the response to OUCC 11-015 differs from the actual employee benefits
expenses for the 12 months ended March 2015 as presented on Attachment D of the
response to OUCC 11-015. Please identify the correct amount that is mcluded in the
cost of service, -

Objections:

Response;

OUCC Set 11-015 Attachment D does not include the benefit expenses in which
NiSource Corporate Services. has removed as ratemaking adjustments such as
Contingent Stock Expense, Profit Sharing, Restricted Stock Expense, and Other Stock
Compensation as noted in OUCC Set 11-015 Attachment E. OUCC Set 11-015
Attachment E also includes a line item for Employee Educational Aid, which was not
included in the Benefit Expense in OUCC Set 11-15 Attachment D, thus NIPSCO is
submitting a correction to OUCC Set 11-015 Attachment D (Corrected) including
Employee Education Aid. Please note that Employee Education Aid was not included
in the benefit pro-forma adjustment on Petitioner Exhibit No. 7, Attachment 7-A, page
2 for March 2015 benefit expenses; however, it is included in the actual test year cost of
service, and thus is properly included in OUCC Set 11-015 Attachment D {Corrected).
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Cause No. 44688
. Northern Indiana Public Service Company’s.. .. . .
Objections and Responses to
Indiana Office of Utility Consumer Counselot’s Discovery Set No. 2

QUCC Reqitest 2-031:

Re: MSFR 1-5-8(a)(2)(4), p. 128.

a. Please update the employee medical insurance expense to show each
month since the test year and through the most recently available
month.

b, Please provide a similar worksheet showing the employee medical
insutance expense for the 12 months ended March 2014, 2013 and 2012.

Objections:

‘I_{ESQOIISE!

a. Please see the file attached hereto as OUCC Set 2-031 Attachment A for employee
medical insurance-expense for each month since the test year and through the
most recently available month. A

b. Please see the file attached hereto ag OUCC Set 2-031 Attachment B for employee
medical insurance expense for the twelve months ended March 2014, 2013 and
2012, :




QUCEC Set 2621 Attachment A xksx Petitioner's Exhibit Na. 6
Attachment 8
Workpaper OM -9
NORTHERN INDIANA PUBLIC SERVICE COMPANY
Medical fnsurance Expense - Account 92600000, Cost Elemerrt 9022 Medicai - Active

FERC Account Description Cost Element CE Description Apr15 May-15 Jun-15 Jul-15 Aug-15 Sep-15
Employee Pensions . § ]
52500000 and Benefits 5022 Medical - Active * 1 $ 1581437695 CIS351046 |5 151781472 |5 850,04040; 5 1,720,392.63 i £ 1,212,745.89

Capitaltation rate 202% 22.03% 22 03% 22.03% 22.03% 22.03%

Actval Employee Benefit Med Ins. Net of Capitalization § 123304687 $ 71382327 $ 1,183440.14 -§ 66277650 $ 1,341,390.13 $  945581.09

1 The data provided above [s Medical Insurance Expense only, This does not include Employes Assistance Plan (EAF) expense.
This & consistent with the data used for Adnustment OM - S,

9Jo g 2ded

AT T WRUIYIERY

889FF 'ON asne]




DUCC Set 2-031 Attachrnent A.xdsx Petitioner's Exhibit No. &

Artachment B
Workpaper Ol -9
NORTHERN INDIANA PUBLIC SERVICE COMFANY .

Medical Insurance Expense - Account 92600000, Cost Element 9022 Medical - Active

FERC Account Deseription Cost Element  CE Descripfion Apr-15 May-15 Jun-15 JUul-15 Aug-15

Sep-15
Employee Pensions . 1 l -f !
92600000 and Benefits 5022 Medical-Actve’ |$ 1581437.60 | 9155105 |$ 151781472(% 5004040 |$ 172039263 | 12127498 |
Capitalization rate 22 03% 22.03% 22.03% 22,09% 22.08% 2202%

Actual EmployeeBeneﬁtMed[l"ls. Net of Capitalization $§ 123304697 $ 713,82327 $ 1,183,44014 $ BE2776.50 $ 1,341,350.13 § 94558105

-

1 The datz provided above is Medical insurance Expanse only. This does nut include Employee Assistance Plan (EAF} expense.
This is consistent with the datz used for Adjustment OM - 2.

9 JO ¢ a3k
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OULE et 021 Attachment Bk Petitioner's xhlbk No. 5

NORTHERN INDIANA PUBLIC SERVICE COMPANY
Medical insiumance Expensa - Account, E926.1MED
Twelve Months Ended March 31, 2014, 2013 and 2012

Artachment &
Werkpapar DM -9

Tweehve Months
. ) Ended
FERC Account Dozcriptim Apr-i¥ May-13 Jun-13 Juky3 Aug-1d Sep-13 Octd3 Now13 Doc-13 Jan-d Feb-14 May-14 flarch 3, 2¢14
EMPLOYEE BENEFIT .
EXPENSE ~ MEDICAL .
E9Z8,1MED i TNSURANCE $ IDES0TASE S SBSS0ETS § 15626929 §  37L61263 § 147L,@EsSd § 179030876 § 121024301 § 1,788,747.82 § 183631277 $ 17991038y § L1E3053.97 § 140925L0¢ 5 17,388,92239
N e - D 2013 22.80%
12 MIE March 31, 2094 Azh] Employes Beasfit Med Inx. Notof CopitzEzaton 8 13384545
Darehed MOMDE
. ' . . Enced
FEREC Accatmt Cegeription Aor-12 May-12 Jub-12 Jubt2 AugA2 Sepi2 Det12 Nowi2 Dec2 Jan-t3 Feb-13 Mar-12 Mareh 31, 2015
: EMPLOYEEBENERT
EXPENSE - MEDICAL
_ES2EIMED 3 INSURANCE - $ LMEISZAE § 159130639 §  SELITSAR § 1SN § 13168087z § 13425ESS 8 L,I3140631 3 LIGM508 § L4SNREETE § 130120538 § (A33EB34 §  ER6A000s & 145430628
[~ ion rats - O 2012 22.12%
12 M/E March 31, 2013 Actual Employea Bapetit Med Ins. Mot of Capltakration _§ 11,837,518
1WETD 0TS
R . Ervded
FERC Ascount Deacription Aprdt Mayd1 Jun-11 Jukt1 Aug-tt Sep-11 om-1 Now11 Dec-11 Jan2 ' Febiz Mar12 Harch 31,2042
EMPLOYEE BENERIT .
EXPENSE ~ MEDICAL .
ES26. IMED 1 INSURANCE § EO4ES0AE § 12MRI9LE5 & LTRANVSS § LMIATR4L $ 134832844 5 132371077 5 BELIATL § LMEAIES §  WIFMEE 3 LETAMST 5 m229830 § 1omerscy § 1353156144
Capitalizztion rat - D her 2071 20.76%
12 WE Marehr 31, 2012 Actioa? Emplayte Benefit Mod ns. Netof Capitalimtion _3 40,722 425
1 Thudmpmﬁmdnb-w:ismdfnn::mnm Expetysa only. This does not incde Employee Ak Plan (EAF} axp

This Is cexisisiant with the data used for Adjustment OM -8,

9 jo  efeg
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Cause No. 44688
Northern Indiana Public Service Company’s
Objections and Responses to.
_ NIPSCO Industrial Group's Data Request Set No. 8

Industrials Request 8-016:

Please provide the actual monthly medical insurance expense experienced for April
2015 through the most recent month available, consistent with the workpaper
previously supplied in response to Industrial Group Data Request 1-0004.

Objections:

Response:

Please see the file attached hereto as IG Set 8-016 Attachment A for Medical Expenses
for the months of Aptil through November 2015. Please note that due to the conversion
to PeopleSoft Genéral Ledger in April 2015, a specific 926 account just for Employee
Medical Insurance Expense no longer exists, Cost Element is now used to identify the
various “Employee Pensions and Benefits” expenses. Walker account E926.IMED —
Employee Benefit Expense-Medical Insurance is represented by five Cost Elements,
which are included in detail in the attachrment, A




iNorhem Indiana Public Service Company

Medical Expenses - Actuals -

Employes Medical Heaith ins |

Capitalization Ratio

Actual Employee Benefit

3 ei,

171

31.08%

318 29

31.82%

34.07%

_ 365.729.38 44? 585 42 .

30.83%

506,301.84

34.30%

706 373 37

9022 Medical - Active 1,581,457.69 914,510.16 1,517,814.72 850,040.40 1,720,392.63 1,212,749.89 585,363.85
o023 HMO 9.470.63 8.470.63 9.369.67 10,975.23 10,771.08 310,775.09 10,775.09
3028 Flex Spendmg Health 12,705.87 12.658.22 12,774.19 12,712.80 12,5597.38 12,337.89 12,467.69
9032 Prescriptions 370 405 74

551 B‘&B 00

36.09%

1,893,589.41
106,780.69

“364.952.89

Medical Expense Net of

Capitalization §

1223268 §

891,820 %

1256481 §

795042 § -

1,486,597 §

12759856 5 .

7A4236 %

1,803,563

9 Jo 9 23eg
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Cause No, 44688 .
Northern Indiana Public Service Company’s
Objections and Responses to
. Indiana Office of Utility Consumer Counselor’s Discovery Set No. 2

OUCC Request 2-010:

Re: Pro Forma Unit 14 FGD O&M Expenses presented on MSFR 1-5-8(a)(2)(A), p. 85.

a. Please provide the monthly production figures used to derive the five-
year average production of 1,734,655 MWh and through the most
recently available month,

b. What was NIPSCO's rationale for selecting a five-year average for its
normalization calculation of Schahfer Unit 14 Flue Gas Desu]furi;ahon
("FGD”) O&M expenses?

c. Please indicate when the Unit 14 FGD unit was placed in service,

d. Please provide a table showing production and net capacity factor for Unit
14 by month for the last five calendar years and through the most
recently available month. :

e. Please provide a table showing the calculation of actual variable costs for
Unit 14 for the last five calendar years and through the most recently
available morith in the same format as the calculation shown on MSFR
1-5-8(a)(2)(A), p. 86.
Objections:
Response;

a. Please see the file attached hereto as OUCC Set 2-010 Attachment A for the
monthly production figures used to derive the five-year average of 1,734,655 and
through the most recently available month.

b. NIPSCO utilized a five year average for MWh to calculate the pro-forma
adjustmient for the ACI system for Schahfer Unit 15 and Bailly Units 7 and, 8,
NIPSCO applied the five year average methodology consistently for the Unit 14
FGD adjustment as well, By selecting a five year period, any anomalies in the
data set would have a less significant impact on the calculation.

¢. Unit 14 FGD unit was placed in service November 19, 2013,
d. Pleasc see the file attached hereto as OUCC Set 2-010 Attachment A for Unit 14

producﬁon by month for the last five calendar years and through the most
: _ .

.




Cause No, 44688
Attachment LKM-4
Page 2 of 15
Caiise No. 44688
Northern Indiana Public Service Company’s
Objections and Responases to
Indiana Office of Utility Consumer Counselor’s Discovery Set No. 2

recently available month, Please see the file attached hereto as OUCC Set 2-010
Attachment B for Unit 14 net capacity factor by month for the last five calendar.
years and through the most recently available month. _

. Please see the file attached hereto as OUCC Set 2-010 Attachment C for a table
showing the calculation of actual variable costs for Unit 14 for the most recently
available month in the same format as the calculation shown on MSFR 1-5-
8(a)(2)(A), p. 86, Note that the Unit 14 FGD was placed in service on November
19, 2013, As a result, there are no FGD Variable costs prior to November 19, 2013.




Northern Indiana Public Service Company
Monthly Production for Unit 14 in kwh
Five-Year Average Calculation

Unit 14
January
February
March
April

May

June

July
August
September
‘October
November
December

QUCC Set 2-010 Attachment Axsx

2010 2011 2012 2013 2014 2015
3,376,833 (1,894.435) 172,509,083  ° 167,266,275 259,537,364 (5,196,188)
146,368,043 (1,766,556) (5,536,316) 12,773,048 132,393,056 44,383,870
273,515,027 (5,724,145) (3,657,268) (2,378,253) 288,245,096 2,023,150
223,779,823 202,282,350 26,380,692 185,142,393 32,650,612 (1,681,072)
225,109,622 288,766,480 24,726,652 272,281,128 170,732,819 (3,861,352)
274,219,997 244,410,396 183,598,655 238,873,320 184,793,564 44,254,479
273,284,702 241,306,065 259,533,875 149,576,039 74,875,714 88,759,177
272,959,588 294,284,563 258,404,951 127,415,188 197,473,057 244,867,857
219,037,339 89,417,209 50,442,993 (2,070,876) (4,168,402) 86,884,984
261,586,552 292 667,198 (1,503,879) (1,724,074) (3,822,907)
241,880,816 259,835,211 68,343,136 114,912,153 102,593,167
188,507,403 81,740,597 (6,664,508) 279,639,970 80,239,045
2,604,125,745 1,685,324,933  1,026,578,066  1,541,705,311 1,515,542,285
Unit 14 Analysis
~ kWh MWh

5 yr Avg 1,734,655,468 1,734,655

Test Year 876,577,601 876,578

Additional 858,077,867 858,078

G JO ¢ 2dkg
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CUCC Set 2-010 Attachment B.xsx

Northern Indiana Public Service tompany
Net Capacity Factor for Unit 14

Five-Year History by Month
Unit 14 2010 2011 2012 2013 2014 2015
January 1.05 0.00 53.80 52.18 80.94 0.00
February 50.54 0.00 0.00 4.41 45.71 15.58
March 85.30 0.00 0.00 0.00 80.01 0.64
April 7211 65.19 8.50 59.68 10.52 0.00
| May 70.20 90.05 7.71 84.91 53.24 0.00
June 88.37 78.76 59.16 76.98 5955 14.50
July . 8522 75.25 80.94 46 65 23.35 28.14
August 8512 | 91.77 80.58 39.73 61.58 77.62
September 70.58 28.81 16.26 0.00 0.00 28.46
October , 81.58 91.27 0.00 0.00 - 0.00
November 77.87 83.62 21.99 36.98 33.01
December - 58.91 25.49 0.00 : 87.21 25.44

* Soaurce: MicroGads Performance Summary

$1Jo ¢ 9Feg
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Cause No. 44688 _
Attachment LKM-4 OUCC Set 2-010 Attachment C.xisx

Page 5 of 15
Northern Indiana Public Service Company
Unit 14 FGD Q&M Expenses
Calculation - Average Variable Cost per MWh {in dollars)

Twelve Months Nine Months
Ended Ended
Dec 31, 2014 Sept 30, 2015
Unit 14 Unit 14
Actuals Actuals
Commodity Costs 5 1,518,535 5 270,971
Operating Costs S 1,094,260 S 636,699
Maintenance Costs S 532,554 5 1,234,006
Variable Costs _ $ 3,145,349 S 2,141,676
MWh 1,515,542 500,445

Average Variable Gost Per MWh S 2.075395 S 4.279542
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Cause No. 44688 :
Northern Indiana Public Service Company’s
Objections and Responses to

Indiana Office of Utility Consumer Counselor’s Discovery Set No. 2

OUCC Request 2-011:

Re: Pro Forma Unit 15 FGD O&M Expenses presented on MSFR 1-5-8(a)(2)(A), p. 86.

a.

Please provide the monthly production figures used to derive the 5-year
average production of 2,412,983 MWh and through the most recently
available month.

What was NIPSCO’s rationale for selecting a five-year average for its
normalization calculation of Schahfer Unit 15 FGD O&M expenses?

Please provide workpapers and other documentation showing the
derivation of the estimated fixed maintenance cost of $120,651.

Please provide annual fixed maintenance cost for calendar years 2012,
2013, and 2014. :

Please provide a table showing production in MWh and net capacity
factor for Unit 15 by month for the last five calendar years and through
the most recently available month: production in MW and capacity
factor. '

Please provide a table showing the calculation of actual variable costs for
Unit 15 for the last five calendar years and through the most recently
available month in the same format as the calculation shown on MSFR
1-5-8(a)(2)(A), p. 86, for Schahfer Unit 14.

Objections:

Response:

.

Please see the file attached hereto ag OUCC Set 2-011 Attachment A for the
monthly production figures used to derive the five-year average of
2,412,983 and through the most recently available month.

NIPSCO utilized a five year average for MWh to calculate the pro-forma
adjustment for the ACI system for Schahfer Unit 15 and Bailly Units 7 and
8. NIPSCO applied the five year average methodology consistently for the
Unit 15 FGD adjustment as well. By selecting a five year period, any
anomalies in the data set would have a less significant impact on the
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; calculation.

c. As Unit 15 FGD was placed in serviee on November 5, 2014, NIPSCO did not
incur a full year of maintenance expenses for that FGD in the test year ended
March 31, 2015. In order to estimate the annual fixed maintenance expenses for
the Until 15 FGD, NIPSCO used the annual fixed maintenance expenses for the
Unit 14 FGD, which has the same design and specifications as the Unit 15 FGD,
Please see the file attached hereto as OUCC Set 2-011 Attachment B for the

workpapers detailing the estimated fixed maintenance cost of $120,651.

d. There were no annual fixed maintenance costs for calendar years 2012,
2013, and 2014 related to Schahfer Unit 15 FGD because the Unit 15 FGD
was placed in service on November 5, 2014.

e, Please see the file attached hereto as OUCC Set 2-011 Attachment A for
Unit 15 production by month for the last five calendar years and through
the most recently available month. Please see the file attached hereto as
QUCC Set 2-011 Attachment C for Unit 15 net capacity factor by month for
the last five calendar years and through the most recently available
month.

- f. Please see the file attached hereto as OUCC Set 2-011 Attachment D for a
table showing the calculation of actual variable costs for the Unit 15 FGD
for the most recently available month in the same format as the calculation
shown on MSFR 1-5-8(a)(2)(A), p. 86. Note that the Unit 15 FGD was
placed in service on November 5, 2014. As a result, there are no Unit 15
FGD Variable costs prior to November 5, 2014.




Northern Indiana Public Service Company
Moanthly Production for Unit 15 in kWh
Five-Year Average Calculation

Unit 15
January

" February
March
April
May
June

July
August
September
October

~ November
December

QUCC Set 2-011 Attachment A xlsx

2010 2011 2012 2013 2014 2015
271,065,451 266,041,109 269,439,178 205,567,491 120,098,659 191,295,966
261,561,108 175,365,467 256,265,972 (697,316) 193,484 692 107,725,048
275,350,380 150,440,325 - 232,650,667 177,913,544 55,458,820 203,437,075
263,929,188 {1,100,512) - (1,873,835) 287,593,198 229,379,035 (4,906,304)
277,189,946 231,388,318 211,522,174 168,379,030 188,744,004 143,059,961
225,647,091 195,792,667 256,381,037 248,390,540 248,698,168 226,302,379
217,379,400 215,372,902 265,654,024 258,679,877 275,537,987 125,708,507
281,831,650 240,869,202 221,507,307 168,713,315 217,104,998 174,594,083
252,961,984 268,928,943 149,321,128 216,018,444 81,892 462 230,951,602
244,951,707 270,609,672 99,572,288 241,380,381 (1,737,241 )

251,018,772 174 667,719 140,391,862 166,874,731 207,583,780
279,087,343 267,949 801 217,583,550 93,159,698 127,493,557
3,101,972,021 2,456,325,613  2,318,395,352  2,233,482,933 1,954,738,921
kWh " MWh
SyrAvg 2,412,982,968 2,412,983

$1 30 g adeq
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Northern Indiana Puhblic Service Company
tinit 15 Estimated Fixed Maintenance Expense Based on Unit 14 Actuals

Year Ended

3 -

i R RS T Iy PR ':’«*5'“%;&@;» s’,;.’.‘,'i‘ﬁ, . s e *9%!;}';?& o ek ha's-nerf*{f
| 14~ Schaffer Stafien - Unit 14 ErS00N oD i ol st ; «:oﬁ . e ﬁw%&ﬁﬁ‘ LS e B St ’"ﬂ?a%? :

fﬁ ~Schahfer Station - Unit 14 Total ! 2288 % 1,517 | § 10.36555 5,33753 13,¢11'§$
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Northern indiana Public Service Company
Net Capacity Factor for Unit 15

QUCC Set 2-011 Attachment C.xlsx

Five-Year History by Month

Unit 15 2010 2011 2012 2013 2014 2015
January 7719 75.76 76.73 58.04 34.20 54.47
February §2.46 5528 78.01 0.00 61.00 33.96
March 78.41 42 90 66.34 50.73 15.81 58.01
Aprit 77.68 0.00 ¢.00 84.63 67.50 0.co
May 78.93 65.89 60.23 47.95 56.88 40.74
June. 66.40 57.61 75.44 73.08 73.18 66.59
luly 81.e0 61.33 75.55 73.66 78.46 35.80
August 80.26 68.59 63.08 48,33 61.82 49.72
September 74,44 © 79143 4394 63.56 24,10 67.96
October 88.75 77.06 2835 68.88 0.00

November 73.76 " 51.33 41.25 49,04 61.00

December 79.47 76.30 61.95 26.53 36.31

* Source: MicroGads Performance Summary

G1Jo o1 a8ed
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Northern indiana Public Service Company

Unit 15 FGD O&M Expenses
Calculation - Average Variable Cost per MWh (in doliars)

Twelve Months | Nine Months
Ended . Ended

Dec 31, 2014 Sept 30, 2015
Estimate Based Unit 15
on Unit 14 2014 Actual

O&M and MWh O&M and MWh

Commadity Costs 8 1,518,535 S 288,735
Operating Costs S 1,094,260 ) 1,766,286
Maintenance Costs $ 532,554 3 1,588,373
Variable Costs § 3,145,349 $ 3,643,394

MWh 1,515,542 1,398,169
Average Variable Cost Per MWh 5 2.075395 2.605833

i
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OUCC Request 2-012: -

Re: Direct Testimony of Michael Hooper at 22:17-23:1 and 24:9-25:7. According to M.
Hooper, Schahfer Unit 14 was more expensive than any other NIPSCO generating unit
during the test year. Please explain why it would be reasonable to use Unit 14's actual
variable costs to determine the average vatiable cost per MWh for Unit 15 instead of
another NIPSCO generation unit,

Objections;

Response:

The part of pro-forma adjustment OM-3 that annualizes operating éxpenses associated
with Unit 15 FGD is specific to the FGD operating costs and does not make any
adjusiment to any other variable operating costs. Because the FGD at Units 14 and 15
were constructed at the same time utilizing the same Original Equipment Manufacturer
and technology and share a common stack, the operating cost per MWh for the Unit 14
BGD is the best ptoxy for the Unit 15 PGD. While thete ate FGDs at Bailly (Units 7 and
8) as well as Schahfer (Units 17 and 18), the units were designed and constructed in the
1980s and have very different operating characteristics. Due to age/condition of the
units and subsequent advances in technology and design, utilizing the variable cost per
MWh for Units 7, 8, 17 or 18 does not provide the best proxy for Unit 15,
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OUCC Request 2-015:

‘Re: MBSER 1-5-B(a)}(2)(A), p. 83. Please explain why the ACI requirement percentage of
usage is 100 percent for Schahfer Unit 15 and 30 percent for Bailly Units 7 and 8,

Objections:

Responge:

NIPSCO estimated the percentage of time ACI will be required to achieve MATs
compliance standards for each unit based on historical emissions data, NIPSCO based
its assumption that the ACI will be required to run 100% of the time at Schahfer Unit 15
to achieve MATy compliance standards on the fact that in four of the last five years, the
emissions levels at Unit 15 would have required the ACI to run 100% of the ime.
Emission rates have historically been higher at Schahfer Unit 15 due to the PRB coal
used for combustion. Unit 15 does not operate an SCR which would react with the
chlorides in the coal that would inherently lower the emission of oxidized mercury.
Conversely, emission rates at Bailly Units 7 and 8 have historically been lower because
the Eastern Bituminous coal used for combuston. Units 7 & 8 both operate SCR’s,
which allows the mercury to oxidize and lowers the mercury emission.

Please see the file attached hereto as OUCC Set 2-015 Attachment A for a calculation for
Ballly Unit 7 and 8 and Schahfer Unit 15 for the percentage of time ACI would have

been required to achieve MATS compliance standards.
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ACI Systerns: Schahfer Unit 15
Calculation of Run Time ACI Required

Injection Criteria;

The mercury limit is 1.2 per our regulatory requirement. In order to ensure compliance, injections take
place at reading of 1.0 and above. Boxes highlighted yellow indicate the month that would have required
the operation of the AC! system. The % of Run Time ACI is required is equal to the number of months with
readings that exceed 1.0 divided by the total manths in the vear.

FR e e
Ratd %ﬂ&@g

Jan-12|
Feb-12}
Mar-12}




Cause No. 44688
Attachment LKM-4
Page 150f 15

CUCC Set 2-015 Attachment A.xlsx




Cause No. 44688
Attachment LKM-5
Page 1 of 6

Cause No. 44688 :
. Northern Indiana Public Service- Company's -
Objections and Respunses to :
Indiana Office of Utility Consumer Counselor’s Discovery Set No. 2

QUCC Request 2-016;

Re: Direct Testimony of Daniel T. Williamson at 22:4-9. Please reapond to the
following;: .

a. Please explain why NIPSCO liquefied 2,205,232 MCF of naftural gas
during the test year.

b. Please explain why NIPSCO did not liquefy natural gas for the 12 months
ended March 31, 2013 and 2012,

c. Please explain the annual liquefaction volumes and reasons for the
~ -+ variation in volumes listed in Aftachment 5.4, p. 2.

d. Please explain why NIPSCO believes that a five-year average of 263,130
MCEF 15 an accurate estimate of test year natural gas liquefaction,

e. Please provide the monthly annual liquefaction volumes for the 12
months ended March 31, 2008 through the 12 months ended March 31,
2014 in the same format shown on Attachment 5-A,p. 4,

f. Please provide all available information on liquefaction since the end of
the test year in the same format shown on Attachment 5-A, p. 4.

g. Plense provide documentatton that shows the derivation of the LNG
Monthly Electric rates shown on Attachment 5-4, p. 3.

.Ob]'ectiuns:

Responge:

&, NTPSCO liquefied 2,205,232 MCF of natural gas during the test year ending
March 31, 2015 to replace natural gas that was vaporized for use during the
previous winter season an'd to replace normally occurring LNG boil-off,

b. NIPSCO, may elect not to hquefy natural gas in a given year due to market /
operational conditions, maintenance, or because the operational balances of LNG
available are sufficient to support winter ndtural gas system needs. In addition,
there are fixed costs associated with the liquefaction process that can be spread
over a greater volume of natural gas if liquefaction does not occur in a given
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year. ‘This effectively serves to reduce the per dekatherm cost of liquefaction for

- NIPSCO's gas customers, Af thnes, this can result in an inconsistent pattern of
liquefaction year-to-year. For the 12 months ending March 31, 2012 and March
31, 2013 operational balances were sufficient ta support expected winter natural
gas system needs, so NIPSCO chose not to liquefy.

. The primary drivers for kiquefying are replacement of boil-off and to replace
vaporization for use on NIPSCO's gas system. There are a variety of reasons for
variation in the volume of natural gas that is iquefied as noted above in part b,
above, In addition, the typical “injection season” for the LNG facility is between
April and November; however, this can vary due fo natural gas system
conditions, maintenance, and weather.

. NIPSCO believes the five-year average of 963,130 MCF of natural gas
Hquefaction is appropriate for a number of reasons. For example, this pro-forma
volume of liquefaction replaces normal LNG boil-off and this voiume allows for
LNG vaporization for economic and operational reasons. In recent years
NIPSCO has utilized its LNG facility on behalf of NIPSCO’s natural gas-
customers more often and would expect this increased usage to be reflective of
future use with most of the 963,130 MCP representing the roughly 600,000 MCF
to 700,000 MCF of annual LNG boil-off. Referting to subpart £. of this data
request, please see the file attached hereto as OUCC Set 2-016 Attachment B for
bills rendered from April through September 2015 for NIPSCO liquefied
1,040,621 MCR of natural gas. This volume of liquefaction is reasonably aligned
with the volume assoclated with the 5-year average (963,130 MCF).

. Please ses the file attached hereto as OUCC Set 2-016 Attachment A for a table
that shows calendar month liquefaction volumes for the petiod April 1, 2008
through March 31, 2014.

. Please see the file attached heteto as QUCC Set 2-016 Attachment B for a table
that shows liquefaction volumes for bills rendered from April 2015 through
September 2015 and the associated electric usage. ' '

. Please see the file attached hereto ags QUCC Set 2-016 Altachment C fot a table
that shows the derivation of the LNG Monthly Electric rates. '
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Northern Indiana Public Service Company
" Historical Liquefaction Activity April 1, 2008 - March 31, 2014
(Volumes based on calendar month estimates)
Gross Prod.
Liguefaction
MCF

Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-08
Oct-08
Mov-08
Dec-08
Jan-09
Feb-09
Mar-09
Apr-09
May-09
Jun-09
Jul-0%
Aug-09
Sep-09 43,34
Oct-05
Noy-09
Dec-09 -
Jan-10
Feb-10
Mar-10
Apr-10
May-10 85,632
Jun-10 24_,580
Jul-10 175,542
Aug-10 427.034
Sep-10 428,167
Qct-10 332,014
Nov-10 206,673
Dec-10
Jan-11
Feb-11
Mar-11
Apr-11
May-11
Jun-11
Jui-11

OO0 00000 -00o000 0000000000000

o O 00 o0 0a




Aug-11
Sep-11
Oct-11
Nov-11
Dec-11
lan-12
Feb-12
Mar-12
Apr-12
May-12
Jun-32
Jub12
Aug-12
Sep-12
Oct-12
Nov-12
Dec-12
Jan-13
Feb-13
Mar-13
Apr-13
May-13
Jun-13
Jul-13
Aug-13
Sep-13
Oct-13
Nov-13
Dec-13
Jan-14
Feb-14
Mar-14

o o0 o O o o0 o0 o0 0 00 oCc o oo oo oo oo

35,086
222,092
-0

0

0
195,506
378,616
97,577
0

0

0
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QUCC Set 2-016 Aftachment B.xisx Pefitioner's Exhibit No. 6

’ Aitachment B

Workpaper REV -2

Northern Indiana Public Service Company Workpaper FP -2
Post Test Year Liquefaction Power Consumption '

{Based on measurements at meter reading date)

Electric Metering Gross Prod. Billed Base Power * Liguefaction Liguefaction

Beg. End Liguefaction Kwh Kwh Kwh Kwh/MCF
18-Mar-15  20-Apr-15 44,432 496,000 508,000 (12,000} {0.27)
20-Apr-15  18-May-15 286,184 2,480,000 508,000 1,872,000 . 6.89
18-May-15 17-Jun-14 248,301 5,728,000 508,000 5,220,000 23.91
17-dun-14  21-Jul-15 258,480 3,232,000 508,000 2,724,000 10,54
21-Jul-15  18-Aug-15 233,224 - 4,336,000 508,000. 3,828,000 16.41
18-Aug-15 16-Sep-15 v 1,312,000 508,000 804,000 o

Totals 1,040,621 17,584,000 3,048,000 14,536,000 I 13.969 I

* Base Power reflects the average power usage to power the plant absent liquefaction

0 Jo g a8k
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Northern Indizna Public Service Gompany
Interdepartmental Rate
Summary

Base Fuel
Margin
Subtota! - interdept Rate
Tracker Adjustments
RTO
ECRM
EERM
RA
FMC
TDSIC

Actuat Fusl

LESS : Base Fuel

Total Interdepartmental Rate

Tree-up for month over menth rate differential

Fob-14

Mar-14

Apr-14

May-~14

Jun-14

Jul-14

Aug-id

Sep-14

Oct-14

RNov-14

QUCC Set 2-016 Aftachment C.dsx

Dec-14

Jan-15

Feb-15

Mar15

0.028893
0.045754

0.075647

0.001035
0.003675
-0,00021
0003675

0.028593
0.045754
0.0756847

0.007035
0.003675
-C.00021
0.003875

0.037834

£.02889

0.09275
0.00267

0.028853
0.046754
0.075647

0.001035
0.003675
-0.00024
0.003675

0.023388
-0.02888

0.028893
0.046784

0.028393
0.C46754

0.028393
0.046754

0.0238493
0.046754

0.028893
D.046754

0.028893
0.046754

0.028893
0.046754

0.028893
0.045754

0.023893
0.046754

0.028843
0.045754

0024893
0.046754

0.075647

0.000318

0.00297
0.001785
0.001835

0.035651
=0,02889

0.075647

0.000316

0.00287
0.001785
0.001855

0.033714

=0.00194

0.075647

0.000318

0.00297
0.001785
0.001855

0.029835
=0.02889

-0.0038€

0.075647

0.0003186

0.00297
0.001785
0.001855

0.032375

0,00252

0.075847

0.000318

0.00257
0.001785
0.001855

- 0.000225

0.030629

-0.00152

0.075647

0.000316

0.00297
0.001735
0.001855
0.000225

0.032842

0.085747
0.00223

0.075647

0.002256
0.005666
0.001785
0.002725
0.000225

0.031478

0.004142

0.075847

0.002256
0.005666
0.001785
0.002725
0.000225

0.028582

0.0756847

0.002256
0.005666
0.001785
0.002725
0.000225
0.000289

0,027708

-0.00058

0.075647

0.002255
0.003665
0.001785
0.002725
0.000106
0.000283

0.028799

0.08838

0.000872

0.075647

0.002256
0.005666
0.00t785
0.002725
0.000106
0.000289
o
oo
ac
o.c2r126 ©
=

-0.00167
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OUCC Request 21-008:

With reference to OUCC 11-002(d), please respond to the following;:

a. Please provide a breakdown of the test year outages by date, type (forced
or planned), plant, unit, and the related amounts;

b. For each plant and unit included above in subpart (a) please provide the
dates, amounts, and all planned outages during the 12 months ended
March 31, 2014 and 2013;

c. For each plant and unit included above in subpart (a) please provide the
dates for the next planned outages; and

d. For each plant and unit included above in subpart (a) please provide the
dates, amounts, and all forced outages during the 12 months ended March
31, 2014 and 2013,

Qbjections:

NIPSCO objects to this Request on the grounds and to the extent that this Request seeks
information that is confidential, proprietary and/or trade secret information.

Response:

Subject to and without waiver of the foregoing general and specific objections, NIPSCO
is providing the following response:

a. Please see the file attached hereto as OUCC Set 21-008 Attachment A for the
breakdown of the test year outages.

b. Please see the file attached hereto as OUCC Set 21-008 Attachment B for all
planned outages during the 12 months ended March 31, 2014 and 2013.

c. Please see the file attached hereto as OUCC Set 21-008 Confidential Attachment
C for the dates for the next planned outages.

d. Please see the file attached hereto as OUCC Set 21-008 Attachment D for all the
forced outages during the 12 months ended March 31, 2014 and 2013.
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Dates, Amounts all forced outages during the 12 months ended March 31, 2014 and 2013

L Station Unit Pianned/Forced Start Date End Date Amount ]
April 1, 2012 - March 31, 2013 ]

BGS us Forced 4/5/2012 4/7/2012 5 19,278
BGS _ us Forced 4/26/2012 42612012 5 21,775
BGS u7 Forced 5/24/2012 5/24/2012 5 32,598
BGS us Forced 6/8/2012 6/9/2012 5 22,567
BGS us Forced 7/18/2012 7/19/2012 S 31,317
BGS u7 Forced 7/30/2012 7/31/2012 S 6,993
BGS us Forced 8/17/2012 8/17/2012 [ 13,805
BGS ug Forced 9/1/2012 9/1/2012 5 51,430
, BGS us Forced 9/14/2012 11/2/2012 5 377,095
BGS u7 Forced 9/15/2012 11/12/2012 5 204,381
BGS u7 Forced- 12/25/2012 12/26/2012 5 147,158
BGS ug Forced 12/25/2012 12/29/2012 [ 419,106
BGS NA Forced S 1,511
MCGS Uiz Forced 47412012 4/15/2012 5 82,791
MCGS u12 Forced 5/14/2012 5/14/2012 [ 110,809
MCGS u12 Forced 8/9/2012 8/11/2012 5 55,990
RMSGS U4 Forced 4/1/2012 47212012 [ 5,247
RMSGS uis Forced 4/13/2012 4/29/2012 [ 150,124
RMSGS - u14 Forced 442012012 4/29/2012 [ 13,098
RMSGS u1s Forced 5/7/2012 5/7/2012 5 28,340
RMSGS U14 Forced 5/24/2012 57242012 5 6,199
RMSGS uis Forced 5/27/2012 5/27/2012 5 4,684
RMSGS u17 Forced 7/11/2012 7/15/2012 5 25,915
RMSGS u14 Forced 7/19/2012 7/19/2012 [ 9,198
RMS5GS u14 Forced 7/22/2012 7/22/2012 [ 1,099
RMSGS u17 Forced 7/24/2012 7/25/2012 5 723,620
RMSGS u1s Forced 8/27f2012 8/28/2012 5 1,262
RMSGS ul4 Forced 9/4f2012 9/4/2012 5 3,190
RMSGS u1s Forced 9/17/2012 9/19/2012 [ 6,485
RMSGS u17 Forced ) 9/18/2012 9/18/2012 [ 417,368
RMSGS u1s Forced 9/19/2012 9/22/2012 5 15,560
RMSGS U14 Forced 9/27/2012 11/24/2012 [ 204,392
RMSGS uig Forced 10/5/2012 10/6/2012 [ 8,842
RMSGS u17 Forced 10/15/2012 10/20/2012 [ 124,860
RMSGS u1s Forced 10/21/2012 11/14/2012 [ 12,190
RMSGS uis Forced 12/1/2012 12/3/2012 [ 14,149
RMSGS uis Forced 12/3/2012 - 12/3f2012 5 2,934
RMSGS u14 Forced 12/10/2012 12/12/2012 [ 13,306
RMSGS u17 Forced 12/12/2012 12/14/2012 [ 31,188
RMS5GS NA Forced ' S 49,929
Total s 3,471,783

1/21/201612:23 PM OUCC Set 21-008 Attachment D.xlsx
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April 1, 2013 - March 31, 2014
BGS 7 Forced 2/22{2014 2/22/1a [ 53,040
BGS 7 Forced 4/27/2013 4728113 [ 617
8GS 7 Forced 7/17/2013 7/24/13 s 12,092
8GS 8 Forced 10/12/2013 10/12 /13 s 47,563
BGS 8 Forced 11/3/2013 . 11/4/13 s 7,779
2/8/14 2/18/14
BGS 8 Forced 2/22/14 2/26/14 s 1,445
BGS 8 Forced 5/28/2013 5/30/13 s 29,574
BGS 8 Forced 6/13/2013 6/13/13 S 110,840
o 7/10/13 7/12/13
BGS 8 Forced 7/24/13 7/24/13 S 20,058
BGS 8 Forced 9/11/2013 9/12/13 S 30,384
12/19/13 12/21/13
MCGS 12 Forced 11/22/13 11/24/13 S 38,510
MCGS 12 Forced 4/3/2013 4/8/2013 $ 6,025
MCGS 12 Forced 5/30/2013 5/31/2013 $ 38,403
MCGS 12 Forced 6/26/2013 6/27/13 $ 3,908
MCGS 12 Forced 6/3/2013 6/6/13 $ 23,523
MCGS 12 Farced 8/2/2013 8/4/13 S 8,579
2/11/14 2/12/14
RMSGS 14 Forced 2/12/14 2/21/14 S 8,957
RMSGS 14 Forced 7/8/2013 7/11/13 5. 6,393
8/11/13 8/11/13
RMSGS 14 Forced 8/20/13 . 8/21/13 $ 10,862
‘ §/28/13 11/11/13
RMSGS 14 Planned/Forced 11/13/13 11/16/13 $ 52,537
RMSGS 15 Forced 1/16/14 1/26/14 S 63,803
RMSGS 15 Forced 3/31/14 4/1/14 [ 149,897
RMSGS 15 Forced 5/14/13 . 5/16/13 s 240,734
RMSGS 17 Forced 12/6/13 12/6/13 $ 619
RMSGS 17 Forced ~ 6f11/13 - Bf14/13 8 53,967
RMSGS 17 Forced 9/29/13 9/30/13 s 14,438
RMSGS 18 Forced 2/3/14 2/5/14 $ 544
RMSGS 18 Forced 5/25/13 5/25/13 ] 12,356
3 1,047,448

1/21/201612:23 PM QUCC Set 21-008 Attachment D.xisx




Northern Indiana Public Service Company

Dates, amounts all planned ouages during fhe 12 months ended March 31, 2014 and 2013

| Station Unit Planned/Forced Start Date End Date Amount |
April 1, 2012 - March 31, 2013
BGS u7 Planned 9/15/2012 11/8/2012 S 351,539
BGS us Planned 9/14/2012 11/10/2012 s 847,631
RMSGS uis Planned 4/13/2012 4/29/2012 S 150,124
RMSGS Uisg Planned 4/20/2012 442972012 S 23,564
Sugar Creek ' 8SC Planned 2/8/2013 3/9/2013 S 1,108,019
: ' S 2,480,877
April 1, 2013 - March 31, 2014 ‘
BGS Uz Planned 3/7/2014 4/28/14 S 243,808
BGS us Planned 3/14/2014 5/3/14 S 25,310
MCGS Uiz Planned 9/20/2013 11/18/13 S 154,635
RMSGS U4 Planned 9/28/2013 11/11/2013 S 65,187
RMSGS U18 Planned 3/21/2014 5/11/2014 S 4,427
$ 493,367

1/21/201612:23 PM

OUCC Set 21-008 Attachment B.xlsx

§Jo yadeq

9-A ] S WIYIERY

389FF "ON osne])




Northern Indiana Public Service Company

Cause No. 44688
Attachment LKM-6

Pape 5 of 5

Test Year Qutages by date, type, plant, unit and amount

| Station Unit Planned/Forced Start Date End Date Amount |
April 1, 2014 - March 31, 2015

BGS uz Planned 4/1/2014 5/1/2014 5 1,749,647
BGS us Planned 4/1/2014 5/8/2014 ) 1,457,226
BGS uz Forced 5/12/2014 5/13/2014 5 6,978
BGS us Forced 5/24/2014 5/26/2014 S 13,957
BGS ug Forced 7/6/2014 7/8/2014 5 4,509
BGS ug Forced 7/7/2014 7/8/2014 S 10,795
BGS u7 Forced 7/14/2014 7/15/2014 ) 3,562
BGS usg Forced 8/21/2014 8/22/2014 5 42,924
BGS usg Forced 9/8/2014 9/11/2014 S 131,490
BGS u7 Forced 9/9/2014 9/10/2014  § 8,250
BGS us Forced 9/13/2014 9/13/2014 5 31,040
BGS uz Forced 11/12/2014 11/13/2014 5 3,564
BGS us Forced 11/14/2014 11/14/2014 5 44,538
BGS u7 Forced 12/20/2014 12/21/2014 S 255
BGS us Forced 1/6/2015 1/10/2015 S 63,394
BGS us Forced 2/2/2015 2/2/2015 5 8,692
BGS U7 Forced 2/26/2015 2/26/2015 ) 980
BGS u7 Forced 3/1/2015 3/4/2015 5 7,703
BGS us Forced 3/1/2015 3/10/2015 282
BGS NA Forced $ 14,208
MCGS Uiz Planned $/9/2014 5/26/2014 5 86,165
MCGS Uiz Forced 6/11/2014 6/11/2014 5 1,725
MCGS U1z Forced 6/20/2014 6/20/2014 S 9,541
MCGS Uiz Forced 7/22/2014 7/22/2014 ) 38,571
MCGS Uiz Forced 10/19/2014 11/12/2014  $ 204,945
MCGS Uiz Forced 11/22/2014 . 11/24/2013 ) 11,569
RMSGS uiz Forced 7/7/2014 7/13/2014 5 435,838
RMSGS u1s Forced 8/23/2014 8/25/2014 S 34,513
RMSGS Uiz Forced 8/30/2014 9/4/2014 S 424,152
RMSGS ui1s Planned g/24/2014 11/6/2014 5 1,717,115
RMSGS Uiz Forced 9/26/2014 9/26/2014 $7 200,711
RMSGS (INE:] Forced 11/20/2014 11/26/2014 5 7,720
RMSGS uils Forced 1/4/2015 1/6/2015 S 69,460
RMSGS ui1s Forced 2/24/2015 2/24/2015 S 25,001
RMSGS uig Planned 3/1/201s 5/13/2015 S 223,089
RMSGS uis Forced 3/26/2015 3/26/2015 ) 180,199
Total $ 7,278,308

1/21/201612:25 PM
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Cause No. 44688
Attachment LKM-8
Page I of 5
Cause No. 44688 o
- - -.-. Northern- Indiana Public Service Company’s- - - - - - - - .. - -
Objections and Responses to

Indiana Office of Utility Consumer Counselor’s Data Request Set No. 11

QUCC Request 11-002;

With reference to the response to OUCC 2-004, Attachment A:

(a)  Please explain the net annual increases in Account No. 56180000
(Recb Network Upgrade Charges) that occurred between March 31,
2012 and March 31, 2015. In your response, please explain the
meaning of “Recb Network”, the nature of the costs recorded in
this account, and the reason for the reimbursements;

(b)  Please explain the 51.13% increase in Account No. 56600000 {(Misc.
Transmission Expense) that occurred between March 31, 2014 and
March 31, 2015;

(¢)  Please explain the annual fluctuations in Account No. 93020000
(Misc. General Expense) that occurred between March 31, 2012 and
March 31, 2015. In addition to your explanation of the annual
fluctuations, please fully explain the 116% increase that occurred
between 2014 and 2015;

(d)  Please explain the increase in Account No. 51300000 (Maint. Electric
Plant-Steam Gen) that occurred between March 31, 2014 and March
31, 2015;

(¢)  Please explain the increases in Account No. 54200000 (Maint. of
Structures-Hydrau Gen) that occurred between March 31, 2013 and
March 31, 2015;

()  Please explain the 99.6% increase in Account No. 54300000 (Maint.
of Reservoir Dams-Wtrwy) that occurred between March 31, 2014
and March 31, 2015;

(g)  Please explain the 39.99% increase in Account No. 55400000 (Maint.
of Misc. Other Pwr Gen Plt) that occurred between March 31, 2014
and March 31, 2015; -

(h)  Please explain the 465% increase in Maintenance of General Plant
(presented under the caption “Maintenance Gen & Admin”) that
occurred between March 31, 2014 and March 31, 2015.

Objections:

Response:

(a) The account description at the ime of creation referred to Regional Expansion
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Catise No. 44688

< -.NorthernIndiana Public Service Company’s — - - - — o oo e s oo

_ Objections and Responses to
Indiana Office of Utility Consumer Counselor’s Data Request Set No. 11

Cost Benefit (RECB) Network Upgrade Charges. This account now also
incorporates charges from MISO for Multi-Value Projects (MVF). Together they
represent the allocated costs from the MISO footprint associated with both
upgrades to the current transmission system (RECB) and the building of new
transmission systems (MVP). The primary driver of this cost increase reflects the
allocated costs for building the various new transmission systems (MVP). The
MISO FERC Electric Tariff Schedule 26-A allows the owners of these
transmission projects to be reimbursed by the market. These amounts represent
“non-fuel MISO costs” which are currently recoverable through NIPSCO’s Rider
671. :

(b) Account 56600000 — Misc Transmission Expense had an increase of $507,000 for
the twelve months ended March 31, 2015 over March 31, 2014 mainly driven by
an allocation of the costs to run the LaPorte Training Center. The LaPorte
Training Center is used to train NIPSCO employees. The period from October
2014 to March 2015 experienced an increase in overall costs of operating the
facility and employee costs attending training. The allocation of the trainer and
trainee costs is based on the type of employee (e.g. production, distribution,
transmission, etc.) attending training in the period and where the trainee’s
productive time would have been charged if not attending training.

(¢) Account 93020000 — Misc. General Expenses is the expense account used to
record any adjustments to the environmental reserve. In December 2012 and
Febi‘uary 2015 an adjustment of $3,045,200 and $2,721,118, respectively, was
recorded by NIPSCO to increase the environmental reserve liability.
Adjustment OM-13 decreases test year O&M expense to remove certain
environmental expenses that NIPSCO is not seeking to recover in base rates;
therefore, the O&M expense that NIPSCO is seeking to recover in base rates for
account 93020000 is $3,030,510.83 and the increase that occurred between 2014
and 2015 is 14%.

(d) Account 51300000 — Maint. Electric Plant-Steam Gen had an increase of
$8,016,677 for the twelve months ended March 31, 2015 over March 31, 2014
mainly due to an increase in forced outages and forced outage costs, and two
additional planned outages within that twelve month pericd.

(e) Account 54200000 — Maint. Of Structures-Hydrau Gen had an increase of
$634,914 for the twenty-four months ended March 31, 2015 over March 31, 2013
mainly due to an increase in outside services expense related to FERC regulato
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Cause No. 44688

e . Northern Indiana Public Service Company’s .. . — - oo s e

Objections and Responses to
Indiana Office of Utility Consumer Counselor’s Data Request Set No. 11

requirements for security camera repairs, conduit receptacle replacement, electric
panels identification and labeling, and electric feed installation.

(f) Account 54300000 — Maint. Of Reservoir Dams-Wtrwy had an increase of
$483,318 for the twelve months ended March 31, 2015 over March 31, 2014
mainly due to an increase in outside services expense related to FERC regulatory
requirements for floodgate 1 & 2 NDE inspections and the necessary scaffolding,
and floodgate lifting crane repair.

(g) Account 55400000 — Maint. Of Misc. Other Pwr Gen Plt had an increase of
$117,502 mainly due to an increase in outside services expense related to a 15 day
planned outage at Sugar Creek related to their long-term service agreements.

(h) The increase in Maintenance of General Plant (Account E935) that occurred
between March 31, 2014 and March 31, 2015 is primarily related to a change in
presentation as a result of a FERC audit of NiSource Corporate Services
Company (“NCSC”), Docket No. FA 11-5-000. As a result of the audit, NIPSCO
changed the presentation of NCSC contract billing charges on the FERC income
statement. Prior to 2014, charges billed to NIPSCO from NCSC were recorded
primarily to FERC account 923 — Qutside Services Employed. In 2014, NIPSCO
began charging individual FERC accounts to mirror the original_ charges on
NCSC books. . :
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Cause No. 44688
Northern Indiana Public Service Company’s
‘ Objections and Responses to
Indiana Office of Utility Consumer Counselor’s Data Request Set No. 21

OUCC Request 21-009:

With reference to the response to OUCC 11-002(¢), please respond to the following:

a. Please provide the budgeted amount to perform the work as described in
the response; and _ '

b. Please indicate whether all the work described in the response has been
completed. If so, please provide the amount at completion.

Objections:

Response:

a. There were no amounts budgeted to perform the work as described in
OUCC 11-002(e).

b. All work described in OUCC 11-002(e) has been completed. Actual costs
were $634,898,
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Northern Indiana Public Service Company’s
Objections and Responses to
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OUCC Request 21-010:

With reference to the response to OUCC 11-002(f), please respond to the following:

a. Please provide the budgeted amount to perform the work as described in
the response; and :

b. Please indicate whether all the work described in the response has been
completed. If so, please provide the amount at completion.

Objections:

Response:

a. OUCC Set 11-002 identified an increase in outside services expense related
to FERC regulatory requirements for floodgate 1 & 2 NDE inspections and
the necessary scaffolding, and floodgate lifting crane repair as the driver
for the $483,318 increase in Account 54300000 ~ Maint. Of Reservoir
Dams-Wttwy. There were no amounts budgeted for this work.

b. All the work described above has been completed. Actual costs were
$483,000.
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business of a financial institution. The business of a financial institution is defined as activities
authorized by the Federal Reserve Board; the making, acquiring, selling, or servicing of loans or
extensions of credit; or operating a credit, debit card, or charge card business. Entities subject to
this tax must file Form FIT-20. (For more information, see Commissioner’s Directive #14.)

V. UTILITY RECEIPTS TAX ,

The utility receipts tax is an income tax imposed on the gross receipts from the retail sale of
utility services. The tax rate is 1.4%. Utility services include electrical energy, natural gas, water,
steam, sewage, and telecommunication services. Entities subject to the utility receipts tax also
are subject to the corporate adjusted gross income tax unless the entity is exempt from the
adjusted gross income tax under IC 6-3. (For further information concerning the utility receipts
tax, see Commissioner’s Directive #18.) '

VI CORPORATE ADJUSTED GROSS INCOME TAX
A. Decrease in Tax Rate

Beginning July 1, 2012, the adjusted gross income tax rate is being reduced. More specifically,
the following rates apply during the periods listed below:

Before July 1, 2012 8.5%
After June 30, 2012, and before July 1, 2013 8.0%
After June 30, 2013, and before July 1, 2014 7.5%
After June 30, 2014, and before July 1, 2015 7.0%
After June 30, 2015, and before July 1, 2016 6.5%
After June 30, 2016, and before July 1, 2017 6.25%
After June 30, 2017, and before July 1, 2018 6.0%
After June 30, 2018, and before July 1, 2019 5.75%
After June 30, 2019, and before July 1, 2020 5.5%
After June 30, 2020, and before July 1, 2021 5.25%
After June 30, 2021 4.9%

B. How to Determine the Tax Rate for Calendar-Year Filers and Fiscal-Year Filers Whose
Tax Year Endings Are Not June 30

Pursuant to IC 6-3-2-1(c), the following steps must be used to determine the tax rate if a taxpayer

is subject to different tax rates for a taxable period:

STEP ONE: Multiply the rate in effect before the rate change by the number of months in
the taxpayer’s taxable year that precede the month the rate changed.

STEP TWQO: Multiply the rate in effect after the rate change by the number of months in
the taxpayer’s taxable year that follow the month before the rate changed.

STEP THREE: Add the amounts in STEP ONE and STEP TWO, and then divide the sum
by 12.

STEP FOUR: Round the rate determined under STEP THREE to the nearest 0.01%,




AFFIRMATION

[ affirm, under the penalties for perjury, that the foregoing representations are true.

fofog e Wi 4.

Lafayette Morgan, Jr.
Consultant for _
Indiana Office of Utility Consumer Counselor

January 22, 2016
Date ' '

Cause No, 44688
NIPSCO




