
BEFORE THE PUBLIC SERVICE COMMISSION  

OF THE STATE OF DELAWARE 

 
IN THE MATTER OF THE APPLICATION OF   ) 
SUSSEX SHORES WATER COMPANY REQUESTING  ) 
APPROVAL OF THE SETTLEMENT AGREEMENT   ) PSC DOCKET NO. 06-30 
BETWEEN THE COMPANY AND STAFF, AND TO   ) 
PERMIT THE ONE-INCH METERED RATE TO BE  ) 
REDUCED (FILED FEBRUARY 7, 2006)   )   
   
 

ORDER NO. 7115
  

 This 23rd day of January, 2007, the Commission determines and 

Orders the following: 

 1. In 2000, the Commission approved changes to the rates and 

rate structure for utility water services provided by Sussex Shores 

Water Company ("SSWC" or the "Company").  Under the revised rate 

structure accepted in 2000, premises served by a 1” sized meter had  

to pay a quarterly demand charge of $201.  That rate was significantly 

greater than the demand charges called for in the case of 3/4” or 5/8” 

sized meter connections.  See PSC Order No. 5496, Exhibit A (Hearing 

Exam. Rpt.) at Attach. A, Schedule 4 (July 11, 2000). 

 2. Over the ensuing five years, the Commission received 

several complaints from customers of the Company critical that, with 

1” sized meter connections in their seasonal-use homes, they were 

forced to pay the large significant demand charge during times (such 

as the Winter months) when they had little or no actual water 

consumption. 

 3. The Commission Staff initiated an informal investigation 

into whether the demand charge for 1” meter connections continued to 

be reasonable and whether the formula being used by SSWC to determine 

the meter size for a new customer was appropriate.  The latter inquiry 
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was driven by the fact that other water utilities traditionally serve 

residential dwellings with 5/8” (or at most 3/4”) meter connections. 

In contrast, SSWC had a significant number of residential accounts 

served by 1” meters.  At the same time, Staff also conducted an 

informal audit to determine whether the Company’s continued collection 

of a Distribution System Improvement Charge (“DSIC”) was consistent 

with the limitations imposed on such a DSIC surcharge under 26 Del. C. 

§ 314(b)(10) (2004 Supp.). 

 4. In February, 2006, SSWC filed a letter application to 

revise its 3/4” and 1” meter demand charges.  In particular, the 

Company’s proposal (set forth in a Settlement Agreement with Staff) 

accepted the 3/4” meter connection as the standard for future 

residential premise service and – on a going-forward basis – reset the 

quarterly demand charges for the 3/4” and 1” meter-sized connections 

to $91 and $150 respectively.  In addition, the Company offered to 

allow residential customers then being served with 1” sized meters the 

option (at their own risk but at no cost) to re-size their connections 

to a 3/4” meter.  The Commission allowed the new demand charges to go 

into effect immediately and also accepted the Company’s proposal to 

allow 1” meter customers to move down to a 3/4” connection.  See PSC 

Order No. 6844 (Feb. 7, 2006).  The Company reports that 155 of the 

“eligible” residential customers exercised the meter re-sizing option. 

   5. As noted, in Order No. 6844, the Commission allowed the 

reset demand charges to go into effect and SSWC tariffed those new 

charges.1  However, the Commission directed the Company to also publish 

newspaper notices of these changes in its demand charges and the 

                                                 
1See 26 Del. C. §§ 304, 306(a)(2). 
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option for current residential customers to re-size the size of their 

meter connections.  The notices announced that the revised charges 

would remain open for further review by Staff and any other person or 

entity who might wish to intervene in the matter.  No such 

intervention application was made.  The Division of the Public 

Advocate did not exercise its statutory right to participate and did 

not oppose the demand charge revisions.  Consequently, the Commission 

now confirms and finally approves the changes in demand charges made 

in the Company’s February 7, 2006 application and previously allowed 

to go into effect. 

 6. Order No. 6844 did not resolve whether the Company bore any 

refund liability arising from how it previously assigned meter sizes 

to its new customers.  SSWC and the Staff have now offered a 

Settlement Agreement to finally resolve that “refund” issue.  Under 

the Settlement’s terms – which would not carry any precedential or 

preclusive weight – the Company will provide to each customer who 

previously chose to re-size its 1” meter under the option approved in 

Order No. 6844 a quarterly bill credit of $27.50.  Such quarterly  

bill credit would begin with the second quarterly billing in 2007 and 

continue thereafter for seven additional successive quarterly billing 

cycles.  The Settlement would finally resolve – on a negotiated basis 

– the refund issue and also close any ongoing investigation related to 

prior DSIC surcharges.2

                                                 
2The Settlement Agreement cabins the class of customers eligible for 

billing credits to those customers who previously chose to re-size their 
connection from 1” to 3/4”. The bill credits are not premised on the notion 
that the pre-February, 2006 1” demand charge was excessive. Such type of 
“refund” might raise issues of “retroactive ratemaking.” Rather, the basis 
for the bill credit is the question whether the formula utilized by SSWC 
appropriately assigned 1” meter connections to its residential customers. The 
Company has not conceded that the formula brought about wrong results but has 
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 7. The Commission considered the Settlement Agreement at its 

meeting on January 23, 2007.  The Commission finds, pursuant to 26 

Del. C. § 512, that this second Settlement Agreement is in the public 

interest.  The negotiated resolution will avoid further litigation 

costs while compensating customers who might have possibly been 

erroneously assigned a 1” meter size (with attendant higher demand 

charge).  The Settlement Agreement is hereby approved.  

  
 Now, therefore, IT IS ORDERED: 

1. That the revised quarterly demand charges of $91 for a 3/4” 

meter connection and $150 for a 1” meter connection, as proposed by 

the Sussex Shores Water Company in its February 7, 2006 letter 

application (with accompanying Settlement Agreement) and as allowed to 

go into effect under PSC Order No. 6844 (Feb. 7, 2006), are hereby 

finally approved. 

2. That, pursuant to 26 Del. C. § 512, and for the reasons set 

forth in the body of this Order, the Settlement Agreement attached 

hereto as Exhibit “A”, is hereby approved as in the public interest.  

Consistent with that Agreement, Sussex Shores Water Company shall 

provide a quarterly billing credit to each residential customer who 

re-sized a 1” meter connection in response to the offer communicated 

by the utility on March 20, 2006.  The billing credit shall be in the 

amount of $27.50 and shall be credited to each such customer’s 

quarterly billing beginning with the second quarter billing in 2007 

and continuing thereafter for seven, additional quarterly billing 

cycles. 

                                                                                                                                                             
agreed to make the billing credits to avoid further litigation over the 
issue. 
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3. That Sussex Shores Water Company shall provide to each 

customer entitled to such billing credits under Ordering paragraph 1 

an explanation of the billing credit.  The form and contents of the 

notice shall be approved by Staff.  Sussex Shores Water Company shall 

also make such explanation available, upon request, to any other 

customer.  Sussex Shores Water Company shall provide reports to the 

Commission on October 1, 2007 and October 1, 2008 of its compliance 

with the obligation to make billing credits under the Settlement 

Agreement and this Order. 

4. That the Settlement Agreement, as approved and incorporated 

herein, shall finally resolve all issues related to possible refunds 

by Sussex Shores Water Company arising under this docket and under PSC 

Dockets Nos. 03-518, 04-223, 04-453, and 05-196. 
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 5. That the Commission reserves the jurisdiction and authority 

to enter such further Orders in this matter as may be deemed necessary 

or proper. 

       BY ORDER OF THE COMMISSION: 
 
 
       /s/ Arnetta McRae    
       Chair 
 
 
       /s/ Joann T. Conaway     
       Commissioner 
 
 
       /s/ Jaymes B. Lester    

Commissioner 
 
 
/s/ Dallas Winslow      
Commissioner 
 
 
/s/ Jeffrey J. Clark     
Commissioner 

 
 
ATTEST: 
 
 
/s/ Karen J. Nickerson 
Secretary 
 



E X H I B I T  “A” 
 

 
SETTLEMENT AGREEMENT 

WITH SUSSEX SHORES WATER COMPANY 
 

This Settlement Agreement (the “Settlement”), is entered into as 

of this 23rd day of January, 2007, by and among Sussex Shores Water 

Company (“Sussex Shores” or “the Company”), and the Staff of the 

Public Service Commission (“Staff”). 

 IT IS HEREBY STIPULATED AND AGREED by Sussex Shores and Staff, 

that the parties will submit to the Commission for its approval the 

following terms and conditions for final resolution of issues 

pertaining to Sussex Shores' liability to make refunds related to its 

prior calculations of customer meter sizes and its continued 

collection of Distribution System Improvement Charges during times the 

Company might have been overearning: 

1. Sussex Shores shall provide a refund credit in 

the amount described below to the account of each 

of the 155 residential customers who accepted the 

Company’s offer (Company letter dated March 20, 

2006 with a sixty day offer) to change out their 

previous 1” meter with a ¾-inch meter.  The 

credit amount shall be $27.50 for each of 8 

quarters commencing with the second quarter 

billing in 2007.  

2. This agreement shall finally resolve all prior 

refund liabilities possibly arising under PSC 

Docket Nos. 03-518, 04-223, 04-453, 05-196 and 

06-30. 
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3. This Settlement is the product of extensive 

negotiations, and reflects a mutual balancing of 

various issues and positions.  It is therefore a 

condition of the Settlement that it be approved 

by the Commission in its entirety without 

modification or condition.  If this Settlement is 

not approved in its entirety, this agreement 

shall become null and void. 

4. This Settlement shall not set a precedent, shall 

not have issue or claim preclusion effect in any 

future proceeding, except that Sussex Shores 

shall not recover in any future rate or charge 

any of the refund amounts agreed to in this 

settlement.  No party shall be prohibited from 

asserting a different policy or position before 

the Commission in any future proceeding.  The 

purpose of this Settlement is to provide a just 

and reasonable result for the customers of Sussex 

Shores and the parties believe that the 

Settlement is in the public interest because, 

among other things, it avoids the additional cost 

of litigation. 

5. The terms of this Settlement shall be effective 

upon approval and order of the Commission and 

shall prevail unless thereafter changed by an 

Order of the Commission entered after prior 

notice to and an opportunity to respond by the 

Company.  The Commission retains jurisdiction 
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over this agreement and all statutory procedures 

and remedies otherwise available to the parties 

to ensure that rates are just and reasonable. 

DELAWARE PUBLIC SERVICE COMMISSION – 
STAFF 

 
 
Date:    1/19/07_____      /s/ Bruce H. Burcat 

 
 
SUSSEX SHORES WATER COMPANY 
 
 

Date:    Jan. 19, 2007        /s/ Rodney J. Short 
President 
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