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Q: State your name and the name and address of your employer. 

A: Connie S. McDowell.  I am employed by the Delaware Public Service 

Commission (Commission).  My work address is 861 Silver Lake Boulevard, 

Suite 100, Dover, Delaware, 19904. 

 

Q: What is your position with the Public Service Commission? 

A: I am a Senior Regulatory Policy Administrator with the Commission.  I was 

employed with the Commission from July 1984 to December 2006 and 

rehired in June 2013. 

 

Q: Please describe your duties and responsibilities at the Commission. 

A: My duties include reviewing dockets filed with the Commission to determine 

the policy direction for the Commission Staff to address the dockets, 

providing technical direction and training to the public utility analysts 

assigned to me, preparing and presenting testimony with recommendations, 

participating in the development of work plans for dockets, and managing the 

public utility analysts assigned to me on their participation in those dockets. 

 

Q: What is your professional experience and education? 

A: I received a Bachelor of Arts & Science Degree in Mathematics from the 

University of Delaware and Master’s Degree in Business Administration from 

Delaware State University.   Also, I was an adjunct instructor in the area of 

Accounting and Marketing at Delaware Technical & Community College – 

Terry Campus for 5 years.  During my 24 years of employment at the 

Commission, I have held various positions as a Public Utility Analyst I, II and 

III, Chief of Technical Services, Hearing Examiner and Senior Regulatory 

Policy Administrator and have testified in several telecom, cable and water 

cases.   

 

Q: For whom are you testifying in this proceeding? 
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 A: I am testifying on behalf of the Commission Staff (“Staff”). 1 
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Q: What is the purpose of your testimony? 

A. I am Case Manager and lead policy witness in this proceeding.  The purpose 

of my testimony is to present the overall recommendations of the Commission 

Staff and I will be testifying on the following issues:  Rate Base Items such as 

Materials & Supplies, Customer Deposits, Deferred Federal Income Tax and 

Cash Working Capital and Revenue Requirement Items such as Interest 

Synchronization. 

 

Q. Please identify the witnesses who will also be testifying for the 

Commission Staff in this proceeding? 

A. In addition to me, the Commission Staff is sponsoring six other witnesses who 

address different aspects or issues of Tidewater Utilities, Inc.’s (“Tidewater” 

or the “Company”) filing.  Mr. Kevin Neilson’s testimony addresses Utility 

Plant in Service, Contributions In Aid of Construction, Construction 

Advances and Tariff Revisions, Mr. Ron Teixeira’s testimony addresses 

Accumulated Depreciation and Depreciation Expense, Ms. Amy Woodward’s 

testimony addresses Senior Executive Retirement Plan (“SERP”) and 

Incentive Compensation, Mr. Jason Smith’s testimony addresses Operating 

Revenues, Ms. Lisa Driggins’ testimony addresses Chemicals, Treatment and 

Laboratory Services, Tank Painting and Outside Services, Ms. Malika Davis’ 

testimony addresses Rate Case Expense and ERP Lease Cost, Mr. Brian 

Kalcic’s testimony addresses Cost of Service/Rate Design and Mr.Charlie 

King’s Testimony addresses Capital Structure, Cost of Capital, Cost of 

Equity. 

 

  Q.  Please summarize Tidewater’s Rate Request. 

A.  On November 26, 2013, Tidewater filed an application with the Commission 

seeking an approval for an increase in its water base rates and to make some 

tariff revisions.  Tidewater is requesting an increase in its annual operating 
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revenues of $3,903,338 or approximately 14.42% over its current operating 

revenues.  The Company states in its application that the increase is needed to 

recover capital investments in utility plant and increases in various operation 

and maintenance expenses, including depreciation, labor-related costs and 

water production costs.  The Company is seeking a Cost of Equity of 10.95% 

and an overall Rate of Return of 8.53%.  The Company’s currently authorized 

Cost of Equity is 9.75%. and overall Rate of Return of 7.91%.  
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Q.  Please summarize your conclusions and recommendations.. 

A.  Based on Commission Staff review of the Company’s testimony, discovery, 

publicly available information and our experience in the area of regulatory 

environment, our conclusions and recommendations are as follows: 

 The Company has a test period revenue requirement deficiency of $1,055,788, 

as shown on Section B, Schedule R & D. 

 The Company has a test period pro forma rate base of $93,992,059, as shown 

Section on Section B, Schedule 1. 

 The Company has a test period pro forma net operating income of $6,518,526, 

as shown on Section H, Schedule 1. 

 Commission Staff’s witness, Charlie King, has recommended a return on 

equity of 9.15% based on his analysis and an overall cost of capital of 7.61%.  

I have employed Mr. King’s recommendations to compute Tidewater’s 

revenue deficiency. 
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  Q.  What is Cash Working Capital? 

    Cash working capital is the cash needed by the Company to cover its day-to-

day operations.  If the Company’s cash expenditures, on an aggregate basis, 

precede the cash recovery of expenses, investors must provide cash working 

capital.  In that situation, a positive cash working capital requirement exists.  
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On the other hand, if revenues are typically received prior to when 

expenditures are made, then ratepayers provide the cash working capital to the 

utility, and the negative cash working capital allowance is reflected as a 

reduction to rate base.  In this case, the cash working capital is an increase to 

rate base as investors are essentially supplying these funds. 

 

  Q.  Did Tidewater file a Lead/Lag Study in its last rate case, PSC Docket No. 

11-397? 

  A.  No.  The Company used the one-eighth formula method. The Company’s 

filing showed a positive cash working capital requirement, which implied that 

the revenues from ratepayers are received after Tidewater pays the associated 

case expenditures. 

 

  Q.  Did the Commission Staff and Division of the Public Advocate (“DPA”) 

make any recommendation concerning the Company preparing a 

Lead/Lag Study? 

  A.  Yes.  Both the Commission Staff and DPA recommended that the Company 

prepare a Lead/Lag Study.  Both parties believed that there was no evidence 

that the one-eighth method was accurate or appropriately calculated a Cash 

Working Capital allowance that reflected Tidewater’s actual requirements.  In 

the Settlement Agreement, which was approved by the Commission in PSC 

Order No. 8164, the Company agreed to file a Lead/Lag Study in its next base 

rate proceeding to determine its actual Cash Working Capital. 

 

  Q.  Did the Company file a Lead/Lag Study in this case? 

  A.  Yes, it did.  I have reviewed the filed Lead/Lag Study submitted in the 

Company’s application and have made an adjustment to Cash Working 

Capital based on that review. 

 

Q: Please explain the basis for your adjustment made to Cash Working 

Capital. 
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A I have two issues with the Company’s Lead/Lag Model.  The first issue was a 

result of the review I performed on the Lead/Lag Model to see if there were 

any outliers of lead or lag days for the customer billings or invoices that the 

Company used in its analysis and to see if they affected the Lead or Lag days.  

In the file, Lag Day Calculation Details (Monthly), I removed the June 1, 

2012 information for Account 19600199454 in which the customer took about 

a year to pay Tidewater’s water bill.  The removal of that outlier changed the 

Operating Revenue Lead/Lag Days from 50.4 to 49.89.  The second issue was 

the inclusion of non-cash items, Depreciation and Amortization and Invested 

Capital in its Lead Lag Summary Calculation.   These two issues resulted in 

an adjustment of ($1,377,670) thereby reducing the Company’s Cash Working 

Capital  requirement to $1,720,810, as shown on Schedule CSM -1.  

 

Q. Did you make any adjustments to Material and Supplies, Customer 

Deposits or Deferred Federal Income Tax? 

A. No.  I did review the Company’s workpapers, March 2014 balance sheet 

details, and data responses and did not find any material differences to warrant 

any adjustments. 
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Q: Has Commission Staff updated the interest synchronization adjustment 

to synchronize Commission Staff’s rate base and cost of capital with the 

tax calculation? 

A: Yes.   As shown on Section I, Schedule 1, the interest synchronization 

adjustment synchronizes the Commission Staff’s rate base and cost of capital 

with the tax calculation.  It is calculated by applying Commission Staff’s 

recommended weighted cost of debt to the Commission Staff’s rate base for 

Tidewater to obtain a synchronized interest deduction for use in the 

calculation of income tax expense.  As shown on Section I, Schedule 1, I 

applied Commission Staff’s recommended weighted cost of debt, which is 
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2.95% to the Commission Staff’s rate base amount in order to determine the 

pro forma interest deduction to be used in calculating income tax expense for 

the test period.  The income tax rate of 34% for federal income tax and 8.7% 

for state income tax is applied to the resulting interest deduction difference to 

determine the amount of adjustment to income tax expense for interest 

synchronization. 

 

Q: Does this conclude your testimony? 

 A: Yes. 
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