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MEMORANDUM 

 

September 26, 2016 

 TO:    The Chair and Members of the Commission 

FROM:   Joshua Bowman, Public Utility Analyst 

SUBJECT:   IN THE MATTER OF THE APPLICATION OF UNITED WATER DELAWARE, INC. FOR THE 
APPROVAL OF THE SEMI-ANNUAL ADJUSTMENT TO THE DISTRIBUTION SYSTEM 
IMPROVEMENT CHARGE (DSIC) PURSUANT TO 26 DEL. C.  § 314 (b) (5) (FILED 
NOVEMBER 21, 2014, DOCKET NO. 14-0537) 

 

On November 21, 2014, United Water Delaware, Inc., now SUEZ Water Delaware, Inc. ("SUEZ" or the 
"Company") filed an application to reset the Distribution System Improvement Charge ("DSIC Rate") to 
7.5% with an effective date of January 1, 2015.  This DSIC Rate was based on net additional plant of 
$2,655,419 placed into service between May 1, 2014 and October 31, 2014 and an associated semi-
annual depreciation expense of $36,098.   

On December 16, 2014, by way of PSC Order No. 8692, the Commission opened Docket No. 14-0537 that 
approved the request by the Company to reset the DSIC Rate, subject to annual review, audit and 
reconciliation to be performed by Staff based on the 12-month period ending December 31, 2015. 
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SUEZ did not file an application in May 2015 to reset the DSIC Rate for the period effective July 1, 2015 
because the DSIC Rate already in effect had reached the cap of 7.5%1.  Therefore, the DSIC Rate of 7.5% 
carried over from period to period until the Company’s next base rate case.   

On June 13, 2016, the Commission Staff (“Staff”) received the requested information for Docket No. 14-
0537 and began the audit and review of the DSIC Rate.  The audit consisted of the procedures utilized 
for each of the water companies undergoing annual DSIC Rate audits.  The audit concentrated on the 
three major components of the DSIC Rate; namely, Rate Base, Rate of Return, and Depreciation. 

Findings for PSC Docket No. 14-0537: Effective Period January 1, 2015 – December 31, 2015 

Associated with the Rate of Return is the revenue that the Company collected within the DSIC 
period.  Staff reviewed a sampling of customer bills from the effective time period to determine 
if the billing accurately reflected the DSIC Rate component.  No discrepancies were found. 

Staff then reviewed the Rate Base Components of the DSIC Rate calculation.  The plant additions 
were reviewed for conformity to the requirements of the legislation.  Plant additions were 
traced by project and by account to the work orders and then to the general ledger.  The Capital 
Expenditures Authorizations and Retirement Work Orders were reviewed to ascertain that 
appropriate expenditures were included in the Rate Base components of the DSIC Rate.  Staff 
found that the Company included costs associated with customer Meter Replacements in the 
plant additions portion of the DSIC Rate calculation.  The Meter Replacements do not conform 
to the requirements of the DSIC legislation.  Specifically, the meters that were replaced did not 
meet the requirements of: 1) reached its useful life, 2) were worn out, 3) had deteriorated, or 4) 
negatively impacted the water quality or reliability of service.  Staff has removed the Meter 
Replacements portion of the plant additions of the DSIC Rate calculation. 

Staff tested the Semi-Annual Depreciation Expense component of the DSIC Rate.  The total 
depreciation as calculated by the Company agreed with the amount posted to the General 
Ledger, and the rates were the ones approved by the Commission.  However, the Semi-Annual 
Depreciation Expense component of the DSIC Rate Calculation had to be adjusted because of 
the removal of the Meter Replacements portion of the plant additions.  

As a result of these adjustments by Staff to the Company’s Net Plant Additions and Semi-Annual 
Depreciation Expense amount, the Company’s Total Semi-Annual DSIC Revenue Requirement of 
$1,066,062 for the period January 1, 2015 through June 30, 2015 and $1,044,746 for the period 
July 1, 2015 through December 31, 2015 were reduced to $987,573 and $966,257 respectively. 

                                                           
1 Pursuant to 26 DEL. C.  § 314 (b) (5): The DSIC rate applied between base rate filings shall be capped at 
7.5% of the amount billed to customers under otherwise applicable rates and charges, but the DSIC rate 
increase applied shall not exceed 5% within any 12-month period. 



The Chair and Members of the Commission 
PSC Docket No. 14-0537 
Page 3 
 

During the 12 month effective time period ending December 31, 2015 for this Docket, the 
Company collected $1,905,887 in DSIC revenues.  The Company was not able to recover the full 
amount of both Total Semi-Annual Revenue Requirements ($1,953,830) because their DSIC Rate 
would have needed to exceed the maximum allowed rate of 7.5%.  Thus there was no 
over/under-collection of DSIC revenue during this period. 

Therefore, Staff recommends that the DSIC Rate of 7.5% in effect from January 1, 2015 through 
June 30, 2015, be approved as final. 

Additional Findings for PSC Docket No. 14-0537: Effective Period January 1, 2016 – April 4, 2016 

On September 14, 2016, Staff received the additional requested information to carry out the 
review and audit of this Docket through April 2016.  Since the Company’s DSIC Rate had reached 
the maximum capped rate of 7.5% with their filing in November, 2014, they were not authorized 
to file any subsequent applications seeking an increase to the DSIC Rate.  Thus, the DSIC Rate of 
7.5% can be carried forward and collected, subject to review and audit on a 12 month annual 
basis, up until the Company files a new Base Rate Case and new base rates are put into effect.  
The Total Semi-Annual DSIC Revenue Requirement that is carried forward is $1,044,746.  
However, for the same reasons as previously mentioned, this amount needed to be adjusted 
down to $966,257. 

During the period of January 1, 2016 through April 4, 2016, the Company collected $463,735 in 
DSIC revenues.   

On February 5, 2016, the Company filed a new Base Rate Case with the Commission, PSC Docket 
16-0163.  On April 5, 2016, pursuant to 26 Del. C. §306(c), the Company placed into effect a 
percentage of their proposed base rate increase.  Therefore on April 5, 2016, the Company’s 
DSIC Rate of 7.5% was effectively reset to 0.00%.  Staff recommends that the DSIC Rate of 7.5 % 
in effect from January 1, 2016 through April 4, 2016 be approved as final.  

Staff has shared its findings with the Public Advocate and the Company.  There do not appear to be any 
disputes among the parties.  Therefore Staff recommends that PSC Docket No. 14-0537 be closed. 

 


