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Q. PLEASE STATE YOUR NAME.   1 

A. My name is David L. Valcarenghi.     2 

Q. ARE YOU THE SAME INDIVIDUAL THAT PRESENTED DIRECT TESTIMONY IN 3 

THIS PROCEEDING? 4 

A. Yes, I am.   5 

Q. WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL TESTIMONY?   6 

A. The purpose of my supplemental testimony is to update AWMI’s recommended revenue 7 

requirement by updating previously projected rate base components for the Test Period 8 

with actual data through the end of March 2013 and present two new operating income 9 

adjustments.  In addition, the Company presents an updated tariff.   10 

Q. PLEASE INDICATE HOW THE UPDATES IMPACT AWMI’S PROPOSED 11 

REVENUE REQUIREMENT. 12 

A. The proposed updates reduce the magnitude of AWMI’s proposed revenue deficiency 13 

from $342,608 to $215,123, a decrease of $127,485.  The Company continues to believe 14 

that its proposed rate of return of return of 5.16 percent is both just and reasonable.  The 15 

development of the updated revenue requirement is summarized on Schedule 1 of Exhibit 16 

3, appended to the testimony.  The Company seeks authority to recover the need for 17 

increased revenue by increasing its flat rate charge from $75 per Equivalent Dwelling 18 

Unit (“EDU”) to $88 per EDU.       19 

Q. PLEASE EXPLAIN HOW THE UPDATES IMPACT AWMI’S RATE BASE.   20 

A. The calculation of Rate Base in the previously filed direct testimony included 9-months 21 

of projected plant data for the period October 2012 through and June 2013 the delineation 22 

of the Test Period in this proceeding.  The update reflected herein incorporates actual 23 
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plant activity that transpired during the period October 2012 through March 2013 and 1 

projected capital expenditures likely to be completed by the end of June 2013.  Through 2 

the end of March 2013, AWMI has incurred actual costs of $1,768,080 on plant 3 

expenditures since the conclusion of the Test Year ended September, 2012 and expects 4 

this balance will increase to a total of $2,675,204 by the end of the Test Period.  When 5 

retirements of $343,179 are netted against these capital expenditures it results in a net 6 

increase in plant expenditures of $2,332,025, which represents a decrease of $154,171 7 

from the forecasted capital expenditures that were included in my direct testimony.   A 8 

summary of actual and projected capital expenditures for the Test Period are shown on 9 

Schedule 2A. 10 

Q. DOES THE CHANGE IN THE LEVEL OF CAPITAL EXPENDITURES IMPACT 11 

OTHER COMPONENTS OF RATE BASE? 12 

A. Yes.  The change in the level of capital expenditures for the Test Period produces 13 

corresponding changes to the level of Accumulated Depreciation (Schedule 2C), 14 

Accumulated Deferred Income Taxes (Schedule 2D), and Contributions and Advances 15 

(Schedule 2G).  A summary of each component of Rate Base is presented on Schedule 2.  16 

In total, updating for actual costs and refining projections has lowered Rate Base by 17 

$449,293 to $4,396,218.   18 

Q. DOES OPERATING INCOME NEED TO BE ADJUSTED? 19 

A. Yes, three adjustments are necessary to present a reasonable level of operating income.   20 

Specifically, AWMI incorporates one adjustment to operating revenue and two operating 21 

expense adjustments.  I will discuss each adjustment separately.   22 

Q. PLEASE DISCUSS THE ADJUSTMENT TO OPERATING REVENUE.  23 
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A. AWMI conducted an analysis of its larger customer accounts and discovered that the 1 

number of EDU’s billed to these accounts does not appropriately consider the level of 2 

discharge capable of being discharged from the respective units according to regulations.  3 

The analysis warranted a net increase of 408 billable EDUs from the impacted accounts 4 

or $30,600 annually and $1,200 from monthly testing fees for a grand total of $31,800 in 5 

additional revenues from the larger customer accounts.  The development of the 6 

additional revenue is shown on Schedule 3A page 3.     7 

Q. PLEASE DISCUSS ADJUSTMENTS TO OPERATING EXPENSES. 8 

A. During the Test Year, AWMI recorded $40,665 in Account No. 741000 for Rent 9 

Expenses.  These amounts should have been reflected below the line and therefore not 10 

reflected in the development of the revenue requirement.  As such, the Company has 11 

prepared an adjustment to remove these charges shown on Schedule 3B page 18.   12 

Q. ARE THERE OTHER ADJUSTMENTS TO THE COMPANY’S OPERATING 13 

EXPENSES? 14 

A. Yes.  In accordance with the change in projected assets, a corresponding change in 15 

depreciation expense was made.  The change in the level of assets results in total 16 

depreciation expense of $166,847 for the Test Period, which is $8,152 lower than that 17 

presented in the direct testimony and $14,192 lower than the Test Year level.     18 

Q. PLEASE SUMMARIZE AWMI’S UPDATED REVENUE REQUIREMENT. 19 

A. AWMI recommends that it be afforded the opportunity to recover an updated revenue 20 

requirement of $215,123 in annual revenues from customers based on an adjusted Rate 21 

Base of $4,396,218, Net Operating Income of $226,845 and an overall rate of return of 22 

5.16 percent.   23 
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Q. DOES THE UPDATED REVENUE REQUIREMENT NECESSITATE A CHANGE IN 1 

THE PROPOSED RATES AND CHARGES FOR WASTEWATER SERVICE? 2 

A. Yes.  AWMI proposes to maintain the use of a flat rate fee applied universally throughout 3 

its service area.  The recovery of $1,232,460 in Test Period Flat Rate Revenue through 4 

the use of a flat rate fee results in a charge of $88 per EDU.  The development of the 5 

proposed charge is shown on Schedule 6.      6 

Q. DO YOU PRESENT CHANGES TO THE REVISED TARIFF?  7 

A. Yes.  The Company recommends two (2) changes to its proposed tariff.  First, the 8 

Company withdraws the proposal on Page 5 of the tariff to bill residential customers at 9 

greater than 1 EDU based on a review of the average discharge at the unit.  Second, the 10 

Company expects to begin consolidated billing with its affiliate, Artesian Water 11 

Company, in the very near future.  AWMI’s tariff is presently configured such that 12 

customers pay a fixed monthly fee with no provision for refunds should the customer 13 

terminate mid-month, for example.  The Company recommends that it be authorized to 14 

delete the prorating provisions set forth under “Schedule of Rates and Charges” at page 5 15 

of the tariff for Residential, Commercial and Industrial Services.  Specifically, the 16 

Company proposes to delete the following language:  17 

Bills will not be prorated.  New Customers will be 18 

billed the first of the next month.  Customers 19 

ending service before the end of the month will not 20 

receive a refund.  Proration of sewer utility bills is 21 

to be performed in property settlements.   22 

Q. DID YOU INCLUDE AN UPDATED TARIFF? 23 
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A. For clarity, an updated tariff, in red-line or legislative format, is included as Exhibit 4a.  1 

The noted changes are highlighted by underlined text.  A clean version of the tariff is 2 

included in Exhibit 4b.     3 

Q. DOES THIS CONCLUDE YOUR SUPPLEMENTAL TESTIMONY?  4 

A. Yes, it does.5 



 

- i - 

 
































































































































































	13-27WW DLV Supplemental
	13-27WW Supp
	13-27WW WP

