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Are you the same Christopher Woodcock that provided prefiled testimony in

this Docket?

Yes | am.

: Have you had an opportunity to review the rebuttal testimbny filed by Provi-

dence Water and the direct testimony filed by the Division’s witnesses?

Yes | have. [n addition, | have also had the opportunity to informally discuss a
number of matters with the parties. Lastly, | have reviewed the revised cost of ser-
vice request developed by Mr. Edge in response to Commission data request 5-7

and Mr. Smith’s cost allocation and rate design that was based on this revised cost

of service.

Revenue Requirement Issues

Q: Having reviewed Providence Water’s rebuttal testimony and the Division’s Di-

A

rect Testimony, what do you believe are the outstanding issues related to
revenue requirements?

As far as the interveners are concerned, there are only three outstanding issues re-

*lated to revenue requirements:

1. The disposition of the Cranston Tax refund and the associated expenses claimed
for tax case litigation

2. The costrof City Services that we brought up in our prefiled testimony, and

3. The amount of operating revenue allowed and how it may be used or restricted.

Q: What is your position on the Cranston tax refund and associated tax litigation

A:

costs claimed by Providence Water?

| believe the parties have agreed to remove the legal and engineering expenses as-
sociated with the tax litigation from the appropfiate Administrative & General Con-
tract Services fine items. Providence will put the tax refund in a restricted, interest
bearing account. For the next three years $375,000 would be refunded to rate pay-

ers. The balance couid be used for legal and engineering costs related to tax litiga-

fion.
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In addition, we believe that:

1. Providence Water shouid be required to report activity in this account to all par-
ties to this docket on a regular basis.

2. The funds may only be used for tax litigation support and not for increased prop-
erty taxes. _ _

3. The amounts returned to rate payers should be based on the allocation of Crans-
ton property taxes decided upon by the Commission.

4. If after three years (rate year pius 2 years) there is any money left, it is to be held
for disbursement back to rate payers in proportion to the current tax allocation or
reconsideration by the Commission with notification to all parties in this docket.

5. Any additional tax settlement/refund dollars MUST be deposited to this account

and not used for any other purpose.

Q: Have you revised the position you took in your direct testimony regarding

A

City Services?
No | have not. In reviewing the rebuttal testimony by Providence Water, Mr. Edge

has addressed two fairly minor issues. 1 can find no other reference in any of the

other rebuttal testimony offered by Providence Water.

While I did not include any exhibits regarding this adjustment in my direct testimony,
the adjustments | had proposed were to Mr. Bebyn's analysis, and changes that all
parties could easily see and make. There were no data requests to KCWA on this

matter asking for any clarification. |

Will you please reiterate your position on the claimed City Services ex-
penses?

Based on the response to KCWA 3-2 it is clear that despite the proposed rate in-
crease that has been put forth by Providence Water, the end result of Providence

Water's proposai will be an increase in the funds going to the City and a decrease in
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the amounts charged to the City for services. The table below summarizes the
changes that Providence Water proposed from the test year to the rate year as out-

lined in the response to KCWA 3-2.

Test Year Rate Year
$ to the City $3,583,040 $5,106,525
$ from the City $966,470 $962,733

Based on the above, it is clear that the City of Providence brings in far more cash

from the Providence Water rate payers than it pays for the services it receives.

Were there specific issues with Mr. Bebyn’s calculations of the City Services
allocations that you had identified?
Yes there were. Some of these were caiculation issues; primarily related to how he
derived the percentage of water budget compared to city budget. This ratio was
used to .aliocate the costs of many of the City Departments to providence Water.
The issues | had raised included:

a. the double counting of City Services

b. the inclusion of over $6 million of property taxes as a water expense that

have no bearing on the services provided by most City Departments.

c. the failure to include other enterprise funds

d. the exclusion of expenses covered by external sources of funding.
Of these fou'r concerns, Providence has only addressed the third one, apparently
agreeing to include the other enterprise funds. Providence Water has presented no
evidence in this docket to dismiss the other three issues we have raised. As indi-

cated in my direct testimony, | believe Mr. Bebyn’s allocation factor “O” should be

reduced t0 6.51%

: You also addressed several specific City Hall offices or functions where you

provided testimony where you believe that Providence has not provided suffi-
cient backup for its proposed allocations. Did Providence Water Address any

of these?

No they did not. The specific offices or functions were:




1. The City Council allocation where there is little evidence of any service, particu-
larly in light of an existing Water Board that provides oversight and direction. In
this case | have suggested 50% of the revised “O" factor be used.

2. The City Council Administrative Offices where there is a similar lack of any -ser-
vice and duplication by the Water Board. Again | suggested half the revised “O”
factor be used. ' ' '

3. I also suggested that half the revised “O” factor be used for the City Finance De-
partment considering the excelient finance staff at Providence Water and the mi-
nimal attendance at Board meetings by the Finance Director.

4. | suggested half the “O” factor for the City Clerk’s office. The only evidence of-
fered by Providence Water is some number of bid notifications which is not even

mentioned in the City Clerk’s website as a function they perform.

Q: 'Is it your position that none of the costs of these offices be reimbursed?

A: No. As | presented in detail in my direct téstimony and outlined above, | have rec-
ommended a revision to the “O allocation factor to better reflect all costs, eliminate
irrelevant expenses (property taxes) and not double count other costs. | have rec-
ommended that most of the offices where there is no apparent service or where the

service is a duplication of internal Providence Water functions be funded at only half

the revised “QO” aliocator.

| believe 1 provided valid reasons for the concerns | have raised. | am not sure why
Providence Water has chosen to ignore them, unless they have no response. If
they do have something to offer, | would have hoped they provided it in their rebuttal
testimony so | could analyze it and provide any thoughts in my surrebuttal testimo-

ny. | believe the regulatory process was established this way to be fair to all parties.
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discuss that?
Providence Water has proposed an operating revenue allowance based on 3% of

their total expenses less miscellaneous revenues. | understand that this is a depar-
ture from past Commission practice and is a matter that has been brought before
the Commission several times in the past. | also understand that the Commission
recently affirmed this position in Docket 3818 (Newport Water), suggesting a gener-
ic docket on the matter. The interveners continue to support the increased operat-
ing revenue allowance with a portion (say 1.5%) being unrestricted and the balance

restricted for use in case of a revenue shortfall.

| appreciate the difficulty of the Commission making a change for one water utility
after denying similar requests for others. However, | believe that nearly every major
municipal water utility that is regulated by the Commission has made this request. |

believe there is unanimity on the part of the State’s regulated water utilities on this

issue.

In this docket we have Providence Water asking for funding of various restricted ac-
counts going beyond the rate year. We also have issues of rate design and reve-
nue stability. Clearly there is an effort by the State's regulated, municipal water utili-
ties to provide greater flexibility and to reduce the cost of frequent rate proceedings.
| believe these are goals that are beneficial to all the rate payers and ask the Com-
mission to reconsider this issue in this docket; in effect, make this docket the gener-

ic docket.

Unaccounted for Water

Please explain the importance of the allocation of unaccounted for water.
The amount of unaccounted for water and how it is aliocated has a significant im-
pact on the allocation of costs. Many of the individual expense items are allocated

based on the percentage of sales plus unaccounted for water added to those sales.
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Many other items are allocated based on these ratios. Small changeé in the alloca-
tion of unaccounted for water have significant impacts on the costs assigned to var-

ious customers. Further, the amount of unaccounted for water that is allocated is

critical.

[ am also concerned about the reported amounts of unaccounted for water in light of
Providence Water’'s response to KCWA 3-3. Based on that response it is clear that
the reported retail sales are not based on actual meter readings, but are calculated
based on revenues billed and rates in effect at the time. While Providence indicated
in its response to KCWA 3-3 (d) that actual volumes wouid be provided, | have yet
to see that additional information on actual metered retail sales. This lack of actual

data raises questions about the accuracy of the retail sales.

: Do you believe that Mr. Smith (in his response to Commission 5-7) and Mr.

Mierzwa have used the correct amount of unaccounted for water in their cal-
culations?
No | do not. Ms. Marchand has provided a four year history of unaccounted for wa-

ter in her prefiled Exhibit 1, Schedule E.

Mr. Mierzwa used the four year average of unaccounted for water as reported by
Ms. Marchand and then deducted the FY 2006 under registration attributable to
Johnston. This resulted in an unaccounted for water amount of 3,419,413 hundred
cubic feet (hcf). Since he used the four year average of unaccounted for water, |

believe that Mr. Mierzwa should have also used the four year average of under reg-

istered use by Johnston — not just FY 2006. While beneficial to the wholesale cus-

tomers (he uses a larger volume of unaccounted for water), | do not believe it is cor-

rect.

Mr. Smith made no adjustment for the under registered use by Johnston. He simply

calculated the four year average of sales and unaccounted for water and deter-
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mined that 10.33% of production is unaccounted for water. For some reason he
then multiplied that percentage by the rate year sales (29,978,096) to derive a value
of 3,095,608 for unaccounted for water. This makes no sense mathematically. By
Mr. Smith’s calculations, the sales plus unaccounted for water equal 33,073,704
hef. The unaccounted for percentage (3,095,608/33,073,704) is oh!y 9.36% not the
10.33% he had determined. This under reporting of the unaccounted for water

causes an increase to the wholesale rates of nearly $50,000.

How do you propose that the amount of unaccounted for water be derived?
Because we are looking at a four year average of sales, | believe we should use the
same four years of data reported in Ms. Marchand’s prefiled testimony. | also be-
lieve that the unaccounted for water she reports should be reduced by the under
registration of sales to Johnston since this is now “accounted for”. Using a four year

average of adjusted (for Johnston) unaccounted for water results in 3,440,021 hcf

for the rate year,

Do you believe Mr. Smith’s or Mr. Mierzwa’s allocation of unaccounted for wa-
ter between retail and wholesale customers is correct?

No | do not. As | discussed in my prefiled direct testimony, 1 believe that the inch-
foot method of allocating unaccounted for water assigns too large a portion of water
losses to transmission pipes and fails to recognize Ioéses due to under-registration
of meters and more importantly, the losses through service pipe connections. |

suggested that we may be able to provide more on this in surrebuttal testimony.

Since the filing of our direct testimony, | have had time to research this matter some
more and discuss it with other water rate experts acfoss the country. | have found
that a Water Loss Task Force was formed in 1997 by the International Water Assd—
ciation. The American Water Works Association (AWWA) was a participant on the
task force that published its results in 2000. In essence, this publication presented

methodologies for determining water losses, consistent definitions of terms, and
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benchmarks that can be used by water uiilities. Water audits using this method
have been perférmed in major cities such as Philadelphia, Boston, Cleveland, De-
troit and Seattle. In 2003 the AWWA Water Loss Control Committee published
"Applying World-wide Best Management Practices in Water Loss Control" (Journal
AWWA, August 2003, Vol. 98, No. 8). This included performénce indicators to de-
termine unavoidable annual real losses. The annual volume of unavoidable losses
is a function of the length of water mains, number of service connections, and
length of private service connections. Most notably, the size or diameter of the pipe

is NOT one of the elements considered — it is simply the length of pipe.

: In light of this recent research, what do you recommend?

The inch-foot method that was used in the past has clearly been an accepted me-
thodology. Like many accepted past practices, when information changes; we
should use that better, more recent information to allocate costs more fairly. In the
past we used to use the square of the diameter of private fire services to determine
fire service equivalents. We now know that there is a better indicator — the diameter
to the 2.63 power — that reflects losses on pipe walls better than the old “diameter
squared” method. Similarly we have changed the way that m'eter equivalents are
derived in the determination of service charges. As we get better information, the
way we allocate and assign costs for rate making may change. Past practice isn't
always the best or correct practice, especially if new studies or analysis-can be

shown o be more equitable.

In this case, there is more recent information that has been published, accepted by

AWWA and IWA, and used by large cities across the country. This new methodolo-
gy tells us that unavoidable annual water losses are a function of the length of pipe,
not the length multiplied by the diameter. This methodology also tells us that ser-
vice connections, those pipes from the main to the customer’s property line should
be considered. | don’t think there is any doubt that there are losses in the retail ser-

vice pipes, yet these losses have not been considered in the past. It is unfair to as-
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sign losses in retail service pipes to the wholesale customers, yet that is what is

done if we simply ignore the service pipes.

| think the evidence is clear and widely accepted that the inch-foot method for as-
signing unaccounted for water is no longer valid and that the length of mains plus

service connections should be used now.

Based on this information | have reallocated the unaccounted for water based on
the miles of pipe and estimated miles of service connections. For the service con-
nections | simply took the number of metered accounts and assumed a 25 foot
length of pipe on average. - | have assigned all pipe less than 12" plus all service
pipes as retail only. All pipe 12”7 in diameter and greater was considered transmis-

sion pipe and was split between wholesale and retail based on the rate year use.

Is your recommended method consistent with the AWWA/IWA method?

It is consistent in that it recognizes length of pipe rather than inch-feet of pipe. The
AWWA/IWA method gives slightly more weight to service or private pipe lengths.
While doing this would assign more use to retail customers, | have not made such
an adjustment in this case. | believe it is more important for the Commission to rec-
ognize that the allocation of unaccounted for water shouid reflect the length of pipe,
including service connections, and not the inch-feet of pipe excluding service con-

nections. In subsequent dockets, | believe such adjustments can be considered.

Is the inch-feet of pipe used elsewhere in cost allocations?

Yes it is, in two places. First it is used to split the Transmission and Distribution
main capital costs between distribution and transmission. In this case | believe it is
appropriate to consider pipe size as the cost of installing pipe is dependent on the
size — Iarger pipe costs more to install than smaller pipe. Next, the inch-feet of pipe
are used to assign some transmission and distribution operating costs where there

is no break down between transmission and distribution. Again, | believe the size of

10
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the pipe is a proper consideraﬁon for operating costs as the maintenance and repair

of larger pipe is typically more than that for smaller pipe.

| have no issue with using inch-feet or pipe size to allocate cdsts that are dependent
on pipe size. My concern is that pipe size should NOT be used fo allocate water

losses where the current literature indicates that the size does not matter.

Fixed Charges to Wholesalers

Q: Both the Division and Providence Water have recommended that 25% of the

wholesale charges be based on a fixed charge rather than simply using actual
sales. Has their testimony on this matter changed the position of the inter-
vener utilities? | _

No it has not. This is a matter that was discussed with the interveners subsequent
to the Division’s filing. The intervener utilities feel quite strongly that the proposed

fixed charge is not a fair revision to the tariff.

Like Providence Water, the Division's position is that such fixed charges would pro-
vide increased revenue stability; they also note that such fixed charges are not un-

common in the electric and natural gas industries.

In his rebuttal testimony, Mr. Smith agrees with our position that such fixed charges
will result in under or over charges, but dismisses this stating that “rate setting is not
an exact allocation of actual costs.” He goes on to acknowledge that “not every

element of our (Providence Water) proposal works to increase revenue stability.”

: Wouldn’t fixed wholesale charge increase revenue stability?

Yes it would, but increasing the stability of wholesale revenues while decreasing the
stability of retail fire protection revenues is incongruous. Mr. Smith notes that only
6% of the Board's revenues come from fixed public fire protection charges while

25% come from wholesale revenues. This assertion is somewhat disingenuous. It

bt




27
8
29
30

is true that some 6% of the total revenues come from fire charges, but roughly that
same percentage would be derived from the fixed wholesale charge. | disagree
with Mr. Smith that fhese are not comparable. Increasing the stability of one ele-
ment of the tariff (wholesale charges) while reducing the stability of another (fire

protection charges} makes little sense.

In addition, at a time when the State appears to be concerned with water conserva-
tion, moving revenues from a consumption based charge to a fixed charge will re-
duce consumer’s ability to save with reduced use. This does not appear consistent

with State policy on water conservation.

As noted by Mr. Smith, my direct testimony indicates that the overall wholesale use
has not shown much variation jn fotal, however, the variation of use by individual
wholesalers has shown some variation. Four FY 2003 — FY 20086, the Kent County
Water Authority use showed a high of 3.9 million hcf and a low of 3.5 million hcf.
Johnston had a low of 203 thousand hcf and a high of 390 thousand hcf. Bristol
County’s use has also shown a fair degree of variation and they are planning signif-
icant reductions as they bring new supplies on line; it doesn’t appear fair to chargé
the Bristol County Water Authority a fixed charge based on 1.257 million hcf when

their historic use has been around 1.8 million hcf and they expect to reduce use in

the near future.

Providence Water filed a supplementary response to Div 1-5 bresenting FY 2007
water saies. In nearly every case, particularly among the larger wholesale custom-
ers, there was a reduction in sales from the four year average or pro forma sales
proposed in this docket. This clearly demonstrates that the proposed fixed whole-
sale charge would have resulted in overcharges to the bulk of the wholesale cus-
tomers if it were in effect in FY 2007. While this might help revenue stability, it is
ONLY the wholesale customers that would contribute to this stability, not the retail

customers.

12




The current method of assessing wholesalers based on actual use is fair. Changing
this to a method that is acknowledged by all partiés to be less fair makes no sense,
particularly in light of the State’s goal of encouraging water conservation. It makes
even less sense when one considers Providence Water's proposal to reduce a sub-

stantial source of fixed revenue from fire protection charges.

Can you draw any comparisons between the proposed wholesale fixed charge
and the retail (fixed) service charges?

| think this is a valid comparison. In the past the Commission has opted to reduce
the fixed service charges by adopting allocators for employee benefits that exclude
costs from the retail service charges. Despite apparent agreement among all par-
ties that the benefits associated with wages and salaries assigned to the fixed
charges are properly allocable to the fixed charges, we have adjusted these alioca-
tion factors to minimize the fixed retail ser\zice charges and increase the use

charges. I believe that part of this reasoning has to do with encouraging water con-

servation.

Cost Allocations

Q: Aside from the issues associated with unaccounted for water, are their re-

A

>

maining issues with the manner in which costs are allocated.

Yes | believe there are. Mr. Mierzwa addressed a number of the issues in his pre-
filed testimony, but not all. Mr. Smith has similarly addressed many of the issues !
had raised in his updated cost allocation study included as part of the response 1o

Commission 5-7, but again, he has not addressed them all.

What issues do you bhelieve are still outstanding on cost alloaction?
While the Division and Providence Water may still be refining their positions, based
on what has been submitted to date, there are still a number of issues, including:

» The classification of pumping labor and allocation of those costs

13
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» The recognition that the raw water pump station should not be considered in the al-
location of pumping operating costs, particularly power
s The allocation of benefits

e The allocation of capital other power production within treatment

Have the other issues you raised been resolved? _

| believe they have. While | have not seen an update of Mr. Mierzwa'’s cost alloca-
tion study, 1 think that many of the earlier issues have been resolved. Generally |
have looked at Mr. Smith’s updated study to determine if there are any differences.
While 1 understand that Mr. Smith may still agree to some further revisions to his

study, | do not have those at this time.

What is the issué with pumping labor and benefits?

Providence Water clearly has labor and related benefit costs associated with its
pumping stations. At this time, Providence captures all such costs Within the water
treatment accounts. Based on information gleaned from prior dockets and the res-
ponses to KCWA 2-2 and 2-4 | have moved some salary costs from the water
treatment line items to pumping. There is no change in the overall costs, only arre-

vision as to how the costs are ciassified.

Why have you done this? _
The pumping stations inciude retail only or distribution pump stations as well as
pump stations where some costs should be shared by wholesale customers. It
would not be correct to allocate the pumping costs the same as the treatment costs
as some of the pumping costs are unrelated to service to wholesale customers. In
the past, these different costs have been recognized in rate setting for Providence

Water. It is only fair that they continue to be recognized and allocated properly.

14




1 Q: What is the impact of your reclassification of the labor and benefit costs to

2

3
4

~ N

A

2

pumping?

This reclassification allows for the proper allocation of retail only costs to retail ser-
vice and joint' costs to both wholesale and retail customers. The wholesale custom-
ers are not allocated costs that have nothing to do with service that is provided to
them. | don’t believe there is any question that there are labor and benefit costs as-
sociated with distribution (retail) pumping; there should be no question that these

costs should be properly classified and allocated.

Have you created a new allocator to accomplish this?

Yes | have. Because the pumping O&M costs do NOT include the raw water pump-
ing station it was necessary to develop a new allocation symbol that only included
the pumping stations in question (excluded the raw water pump station). Cosfs

were split between retail and wholesale as in prior dockets, but have excluded the

raw water pumping station.

Because the pUmping power costs do not include the raw water pumping station

(see KCWA 2-5) it was also necessary to develop a new allocation symbol for

pumping power.

In data | have seen to date, neither Mr. Mierzwa nor Mr. Smith have factored these

into their calculations. | have discussed this with both of them and | believe they

may agree with my revision.

Can you discuss the differences among the parties regarding the allocation of
benefits?

As discussed in my prefiled testimony, in prior dockets the employee benefits had
been included as a separate line item expense under Administration. Providence
Water now reports employee benefits under the various O&M categories (treatment,

supply, etc.). In past dockets, the Commission has adjusted the employee benefits

15
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to remove any allocation to the fixed service charge. An allocation symbol (Comm

Y) was established to do this.

In his prefiled direct testimony, Mr. Mierzwa continued to allocate employee benefits
based on the old Comm Y allocator, although he did update the percentages based

on the allocation of labor costs.

Mr. Smith’s updated (rebuttal) cost allocation has, in my opinion, properly allocated
the employee benefit costs within each O&M cost category based on the labor allo-
cation within that category. | believe this is correct because the benefits are related
to the labor costs and should be allocated the same way. As an example, Mr.
Smith’s updated allocations do not show any benefits assigned to wholesale under
the Customer Accounts costs; there should be no such allocation as there are no
salary or wage costs associated with wholesale service. On the other hand, Mr.
Mierzwa’s allocations do show an allocation of Customer Accounts benefits to

wholesale customers even though there are no labor costs assigned to wholesale.

The only disagreement | have with Mr. Smith’s allocation is his failure fo move the
allocation of any benefits from the biliing and meter & service categories. This has
resulted in Mr. Smith calculating a significant (approximately 100%) increase in the

service charges.

What do you recommend?
| believe that the Commission’s prior directive to not allocate benefits to the service

charge can be accomplished along with the individual allocation of benefits within
each cost categbry. | have simply developed a new allocation for each category’s
benefits that moved the billing and the meter & service pieces to the retail base
charge. These new allocation symbols keep the benefits aliocated properly within
each category and preserve the Commission's past desire to minimize the retail

service charges.

16




Q: Do you believe that the Commission should continue to minimize the retail

A

service charges?
This matter has little to do with the wholesale customers. [f the Commission wished

to increase revenue stability and believes that a fixed wholesale charge is appropri-
ate, then the Commission should similarly allow the higher fixed service charge that
Mr. Smith has calculated. If the Commission believes that high fixed service
charges are not appropriate, then my proposed allocator for each O&M cost catego-
ry should be used and the Commission should disallow the proposed fixed whole-

sale charge.

You also mentioned an issue with the allocation of Other Power Production
Equipment under the capital allocations. Will you please explain this?

In my direct testimony | have allocated the Other Power Production Equipment us-
ing allocation symbol A." | believe this equipment is related to the overall production
of water and should not be allocated like the retail and distribution pumping stations
as Mr. Mierzwa -has allocated it. Mr. Smith’s allocation of this capital expense is
consistent with the method I have used. While Mr. Mierzwa’s allocation is beneficial
to the wholesale customers, | believe this capital item only includes supply pumping

and that the method used by Mr. Smith and me is more correct.

You did not mention the calculation of public fire charges in your list of allo-
cation issues. Providence has proposed a 50% reduction in the public fire
charges while the Division has rejected this proposed subsidy. What is your
opinion?

Again this is a retail question that should have no bearing on the wholesale custom-
ers. If the fire charges are reduced or subsidized, the costs should only be borne by

retail customers — not wholesalers.
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In general, rates should be based on the cost to provide service. | have not heard a
valid reason why the fire protection charges should be reduced by 50%. | believe
the Ri State Legislature dealt with this issue in its last session, and rejected the idea
of eliminating public fire profection charges. Simply reducing the fire charges by

50% would appear to be contradictory to what the Legislature recently decided.

Summary

Q: Have you prepared exhibits that summarize your surrebuttal testimony?

A

>

| have. They are similar to those | filed with my prefiled direct testimony. | have al-
so included a copy of Mr. Bebyn's analysis of City Service Costs that | have mod-

ified based on my testimony.

What is your conclusion?

| believe that Providence Water should be allowed a 14.2% increase in rate reve-
nues or an overall increase of $7,092,248'over the revenues at the current rates.

Wholesale rates should be increased 13.8% to a rate of $1,406.42 per million gal-

lons with no fixed charge.

18




Revenue Under Existing Rates
Rate Year Ending December 31, 2008

KCWA Exhibit 1

Billing Units of Current Total
Unit Service Rates Revenues

Quarterly Service Charges .
5/8" 54006 & 1218 $ C 2,637,721
3/4" 10,328 1305 $ 539,174
1" 5078 § 1532 % 311,057
1.58" 1482 % 1833 § 107,707
2" 1752 & 2688 § 186,833
3" 42§ 8783 3% 14,772
4" 28 & 11084 % 12,392
8" 56 & 18359 § 36,644
8" 24 5 22410 % 21,514
10" 3 %5 27893 % 3,347
12" - % 33378 § -
Total 72,875 $ 3,871,161
Monthly Service Charges
5/8" - 3 725 % -
314" - % 750 % -
1" - 8§ 825 % -
1.5" 108 927 % 111
2" 19 5 1205 % 2,747
3" 5 % 3247 % 1,948
4" 6 & 4003 % 2,882
8" 5 8 5787 % 10,381
8" 8 & 7785 % 7,474
10" - %5 98144 % -
12" 1 % 1441 3 1,373
Total 55 $ 26,916
Total Service Charge Revenue 5 3,898,077
Retail Consumption Charges

Residential (HCF) 11,688,498 § 1.958 $ 22,886,079

Commerciat (HCF) 2,862,063 $ 1882 § 5,367,563

Industrial (MCF) 1,0053588 S 1825 § 1,834,781

Total 15,545,910 3 30,088,422
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Wholesale Consumption Charges

Consumption (HCF) 14,432,185 § 0.625
Consumption (MGD) 10,795 $1,236.00
Private Fire Service Charges
34" 8 § 1077
1" 9 % 1426
1.5" 3 % 2300
2" 31§ 3348
4" 288 § 9287
g" 1154 § 180.22
g" 217§ 28503
10" 4 $ 407.30
12" 16§ 547.05
16" - § 54705
Total 1,714
Public Fire Service Charges
Hydrants 8046 § 250.99

Tota! Rate Revenues
Miscellaneous Revenues

Total Revenues

Page 2 0f 3

13,342,959

258

513

276
4,152
106,986
831,696
247,408
6,517
35,011

ER|CH N A P P B EH B P B

1,233,015

1,517,486

50,078,959

1,245,739

51,325,698




Equivalent Meter Calculations

Rate Year Ending December 31, 2008

Retail Customers
518"
3/4"
1
1.5"
2”

3

4"

g

g
10"
12"
Total

Private Fire Connections
3/ i
1 "
1.5"
o

4!!

6“

g

1 OH
12“
16![
Total

Total Equivalent Meters

Page 30f 3

Number of Equivalent o
Meter Equivalent Meters
Customers
Factor
54,096 1.0 54,096
10,328 1.1 11,362
5,076 1.4 7,108
1,470 1.8 2,648
1,771 29 5136
47 11.0 517
34 14.0 476
71 21.0 1,491
32 29.0 928
3 36.3 109
1 43.5 44
72,930 83,910
6 1.1 7
9 1.4 13
3 1.8 5
31 2.9 g0
288 14.0 4,032
1,154 21.0 24,234
217 29.0 6,293
4 36.3 145
16 435 6896
- 58.0 -
1,728 35,515
119,425
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Retail System Units of Service:
Number
Units

O&M Expense:
Retait
Retail Unit Cost {$/unit)
Wholesale C&M Expense
Capital Expense:
Retail Capitat Expense
Retail Cost ($/unit)
Wholesale Capital Expense
City Services Expense:
Retail City Services Expense
Retail Cost ($/unif)
Wholesale Cily Services Expense
Property Tax Expense:
Retail Properly Tax Expense
Retail Cost ($/unit)
Wholesale Property Tax Expense
Total Unit Costs of Service
Retail Cost of Service
Retait Total Unit Cost ($/unit)

Wholesale Cost of Service

Total Cost of Service

KCWA Exhibit 8

Unit Costs
Rate Year Ending December 31, 2008

Maximum | Maximum Meters & Billing & | Public Fire
Total Base Day Hour Services Collection | Protection
15,545,910 31,369 28,177 118,425 269,016 6,046
MCF MCF/fday  MCF/day Equiv. Meters Bills Hydrants
24,297,050 14,606,020 - 4,456,376 1,743,508 1,509,711 1,521,474 450,961
$ 094 § 142068 $ 5976 % 12684 3 509 § 76.08

$§ 7,380,972 $7,360,972
13,487,937  §,312,036 2,789,433 711,803 1,508,857 - 167,708
5 053 % 8892 § 2440 § 1262 § - $ 2774

$ 5,064,494 §5,064,494
740,848 403,171 144,855 55,943 62,963 80,170 13,045
3 0D.03 % 4861 $ 182 § 053 % 020 % 2.31

$ 199,065 % 198,085
3,459,521 3,295,759 58,779 42,336 - - 62,646
8 021 % 187 % 145 § - $ - $ 1036

$ 2,559,473 §$2,559473
41,985,356 26,616,887 7,449,243_ 2,653,661 3,079,831 1,581,644 704,260
$ 171 § 23747 $ 8752 § 2579 % 529 § 11648

$15,184,004
$ 57,169,359




Inside City:
Unit Costs of Services ($/unif)

Retail Service:

Residential Volume Charge:
Units of Service - HCF
Allocation Cost of Service - §
Consumption Rate - $/HCF

Commercial Volume Charge:
Urits of Service - HCF
Allocation Cost of Service - $
Consumption Rate - $/HCF

Industrial Volume Charge:
Units of Service - HCF
Allocation Cost of Service - §
Consumption Rate - $/HCF

Retail Service. Charge:
Units of Service
Allocation Cost of Service - $

Fire Protection Service:
Units of Service
Allocation Cost of Service

Total inside-City Aliccated Cost of Service

Outside City

Wholesale:
Units of Service
Allocation Cost of Service
Cansumption Rate - $/HCF

Total System Aflocated Cost of Service

Allpcated Costs by Customer Class
Rate Year Ending December 31, 2008

KCWA Exhibit 9

Maximum Maximum Meters & Billing & | Public Fire
Tetal Base Day Hour Services Collection | Protection
% 171 & 23747 % 8762 % 2579 % 529 § 116.48
11,688,498 22,416 16,012
$26,737,030 $§ 20,012,505 $5,323179 § 1,401,355
$ 2.2875
2,852,053 4,688 3,126
$ 6,270,030 $ 4,883,152 $1,113,328 § 273,550
$ 2.1984
1,005,359 1,377 1,377
$ 2,168,907 % 1,721,330 § 327044 § 120,534
3 2.1573
83,910 262 160
$ 3,709,192 $2,163,813 §$1,545,380
2,887 8,662 35,515 £,856 6,046
$ 3,100,186 $ 685692 % 758151 § 915818 § 36,265 § 704,260
$41,9885,355
14,432 185
515,184,004 3 15,184,004
kS 1.0521
$ 57,169,359




Service Charges

Meters & Services

CALCULATION OF NEW RATES & CHARGES

KCWA Ex. 10

Allocated Costs
O&M $ 1,509,711
Capital $ 1,506,957
City Services $ 62,963
Property Tax 3 -
$ 3,079,631
Equivalent Meters
Quarterly 83,124
Monthly 786
Private Fire 35,515
119,425

Cost per Equivalent $ 25.79 Iyr

Billing Costs

Allocated Costs

Q&M $ 1,521474
Capital 3 -
City Services $ 60,170
Property Tax § -

$ 1,581644

Biflings 299,016

Cost per Bilt $ 5.29

Summary

Quarterly Account Monthly Account

Meter Meter & Billing & Meter & :

Size Service Collect. Total Service Billing & Collect. Total
5/8" 3 645 §$ 529 § 11.74 | § 215 % 529 § 7.44
34t 1 $ 700 $ 529 3 12.38 1 3 23 % 529 % 7.65
1" $ 903 § 529 § 14323 3.01 % 529 % 8.30
1.5" 3 1160 $ 529 & 16.89 | $ 387 % 529 % 9.16
2" $ 1870 § 529 § 2399 | 8 623 % 529 % 11.52
3" $ 7091 § 529 % 76201 % 2364 § 529 § 28.93
4" 3 9026 $ 529 § 95541 % 3009 $ 529 % 35.37
8" $ 13533 3 529 § 14067 | $ 4513 § 529 §% 50.42
8" $ 18696 3% 529 § 16225 1% 6232 3% 529 % 67.61
10" $ 23370 % 529 § 238991 % 7790 % 529 §% §3.19
12" $ 28044 % 529 § 28572 % 9348 § 529 $ 98.77




Fire Service Charges

Allocated Costs
Base $ -
Max Day 3 685,692
Max Hour $ 758,151
Direct Fire $ 704,260
$ 2148103
Direct Hydrant Costs
Capital 3 134,349
Q&M 0
$ 134,349
Net to Allocate to Public & Private Demand $ 2,013,754
Number Equiv Factor No. of Equivs % of Equivs
Public Fire 8,046 111.3 672,986 767% $
Private Fire
34" 6 0.5 3
1" 9 1.0 9
1.5" 3 29 9
i 31 6.2 192
4" 288 38.3 11,036
_B" 1,154 111.3 128,453
8" 217 237.2 51,474
10" ' 4 426.6 1,706
12" 16 689.0 11,025
16" - 1,468.4 -
Subtotal 1,728 203,906 23.3% %
Totals 7,774 876,892 100.0% $
Cost per Equivalent $
Public Fire Charges
Direct Hydrant Allocation = $ 134,348
Demand Allocation = 3 1,545,490
Total 5 1,679,839
Number of Hydrants 6,046
Charge per Hydrant = $ 277.84 peryear
Private Fire Charges {quarterly} .
Meter/Service Bill/Collect Demand Total
3/4" $ 7.09 $ 529 % 027 % 12.65
1" 3 9.03 & 529 % 057 % 14.89
1.57 b 1160 $ 529 $ 167 $ 18.56
2" $ 18.70 $ 529 % 355 § 27.54
4" $ 90.26 5 529 $ 2200 $ 117.54
g" $ 13538 % 529 % 6391 & 20458
8" $ 18696 § 529 % 136.18 § 32843
10" $ 23370 % 529 % 24491 §  483.89
12" $ 28044 $ 529 % 39559 § 681.32
18" $ 37391 % 529 % 843.02 $ 1,222.22

Allocation
1,545,490

2,013,754
2.30




Metered Retail Rate

Residential
Allocation
Sales
Rate

Commercial
Aliocation
Sales
Rate

Industrial
Allocation
Sales
Rate

$ 26,737,039
11,688,498
$ - 2287

$ 6,270,030
2,852,053
$ 2.198

$ 2,168,907
1,005,359
5 2.157




Wholesale Rates

% of Wholesale Costs Allocated to Base Charge 0.00%
Allocation
Q&M $ 7,360,972
Capital $ 5,064,494
City Services § 199,065
Property Tax § 2,559,473
$ 15,184,004
Base Charge ($/ccf)
Allocation $ -
Sales {(hcf) 14,432,185
Cost (Bleef} 3 -
Base Charge '
Community Sales (hef) Per Year  Per Month
East Providence 2,397.994 § - $ -
East Smithfield 339,788 $ - 3 -
Greenville 463,126 $ - $ -
Kent County 3,777,169 $ - $ -
Smithfield 428,798 § - 3 -
Warwick 4404569 $ - $ -
Lincoln 1,086668 3 - $ -
Johnsten 276,575 § - 3 -
Bristol County 1,257,500 $ - $ -
Totals 14,432,185 % - $ -

Metered Rate ($/ccf)
Allocation $ 15,184,004

Sales (hef) 14,432,185
Cost ($/cef)  $ 1.052
Community Sales (hef)  Metered Rate

East Providence 2397994 § 2,522,690
East Smithfield 339,786 357,454
Greenville 463,126 8 487,208
Kent County 3,777,169 8 3,973,582
Smithfield 428,798 $ 451,096
Warwick 4,404,568 $ 4,833,607
Lincoln 1,086,668 $ 1,143,175
Johnston 276,575 $ 290,957
Bristol County 1,257,500 § 1,322,890

Totals 14,432,185 $ 15,182,659




Proposed Rates and Impacts
Rate Year Ending December 31, 2008

KCWA Ex 11

Billing Units of Proposed . Totat

Unit Service Rates Revenues
Quarterly Service Charges :
5/8" 54,096 $ 11.74 3 2,540,348
34" 10,329 § 12.38 § 511,492
1" 5076 3 1432 § 290,753
1.5" 1,469 § 16.89 $ 99,246
2" 1,752 § 2399 $ 168,122
3" 42 % 7520 % 12,802
4" 28 § 9554 §$ 10,700
8" 56 $ 14067 § 31,510
8" 24 % 19225 % 18,456
10" 3 % 238.99 % 2,868
12" - % 28572 § -
Total 72,875 $ 3,686,297
Monthly Service Charges
5/g" - 5 744 3 -
3/4" - 3 765 $ -
1 - § 830 § -
1.5" 1% 916 § 110
2" 19 $ 1152 3 2627
3" 5 % 2883 § 1,738
4" 6 S 3537 % 2,547
8" 15 § 5042 % 9,078
8" g8 & 8761 § 6,491
10" - % 8319 § -
12" 18 9877 $ 1,185
Total 55 $ 23,770
Total Service Charge Revenue 5 3,710,067
Retail Consumption Charges

Resider 11,688,498 $ 2287 $ 26,731,584

Comme 2,852,053 § 2198 3 6,268,811

Industri 1,005,359 § 2157 $§ 2,168,560

Total 15,545,910 $ 35,168,966

Current Current

Rates Revenues % Change
$ 12.18 3 2,637,721 -3.7%
§ 13.05 % 539,174 - -5.1%
§ 15832 8 311,057 -8.5%
3 1833 3 107,707 -7.9%
3 2666 % 186,833 -10.0%
3 5793 % 14772 -13.3%
$ 11084 3 12,392 -13.6%
$ 183.5% 3 36,644 -14.0%
b 22410 % 21,514 -14.2%
$. 27893 8§ 3,347 -14.3%
3 33373 % - -14.4%

3 3,871,161
3 7285 § - 2.6%
$ 7.50 % - 2.0%
$ 825 % - 0.6%
3 927 3% 111 -1.2%
3 1205 3 2,747 -4 4%
3 3247 8 1,948 -10.9%
g 4003 § 2,882 -11.6%
3 5787 § 10,381 -12.6%
$ 7T85 § 7,474 -13.2%
3 98.14 § - -13.5%
3 11441 § 1,373 -13.7%

$ 26,916

$ 3,898,077
k3 1858 § 22,886,079 16.8%
$ 1.882 % 5,367,563 16.8%
b 1.825 % 1,834,781 " 18.2%

$ 30,088,422




Private Fire Service Charges

3/4" 6 § 12.65
1" 9 3 14.89
1-1/2" 3 % 18.56
2" KN 27.54
4" 288 § 117.54
6" 1154 § 204.68
g" 217 % 328.43
Q" 4 5 483.89
12" 16 3 681.32
16" - $ 122222
Total 1,728

Public Fire Service Charges
Hydrants 6,082 § 277.84

Wholesale Charges

Volume Charge
Consur 14,432,185 $ 1.052
Consur 10,795 § 1,406.42

Monthly Base Charge
East Providence

East Smithfield
Greenville
Kent County
Smithfield
Warwick
Lincoln
Johnston
Bristol County

Total Base Charges

Total Annual Charges
East Providence
East Smithfield
Greenville
Kent County
Smithfield
Warwick
Lincoln
Johnston
Bristol County

Total Wholesale Charges

Total Rate Revenues
Miscellaneous Revenues
Total Revenues

Required

304

536

223
3,415
135,411
944,330
285,078
7,742
43,604

R R AR R A T I ]

1,420,643

1,689,823

$

|G AR PR

€7 B2 7 B RO H R

15,182,690

2,522,690
357,454
487,208

3,973,682
451,096

4,633,607

1,143,175
290,957

1,322,890

L3

©r o

15,182,659

57,172,158
1,245,739
58,417,897

58,415,098
2,799

W W G O O OB R

10.77
14.28
23.00
33.48
92.87
180.22
285.03
407.30
547.05
547.05

25099

 0.925
1,236.00

R AR AR B R - R S R o B R

258

513
276
4,152
106,986
831,896
247,408
6,517
35,011

3

R i - o o R O ]

1,233,015

1,528,521

2,217,013
314,141
428,172

3,492,099
396,436

4,072,147

1,004,655
255,702

1,162,594

R

2

13,342,959

50,088,995
1,245,739
51,334,734

17.5%
4.4%
-19.3%
“17.7%
26.6%
13.5%
15.2%
18.8%
24.5%
123.4%

10.7%

13.8%

13.8%
13.8%
13.8%
13.8%
13.8%
13.8%
13.8%
13.8%
13.8%

13.8%
14.1%

~ 0.0%
13.8%




Proposed Rates and Impacts
Rate Year Ending December 31, 2008

KCWA Exhibit 12

Billing Units of Proposed Total Current
Unit Service Rates Revenues Rates % Change

Quarterly Service Charges
5/8" 54,096 $ 11.74 $§ 2,540,348 $ 12.19 -3.7%
3/4" 10,329 § 1238 % 511,492 $ 13.05 -5.1%
" 5078 ¢ 1432 § 290,753 $ 15.32 -6.5%
1.5" 1,469 % 16.89 $ 99,246 $ 18.33 -7.9%
2" 1,752 % 2399 % 168,122 $ 26.66 -10.0%
3" 42 3 7620 § 12,802 $ 87.93 -13.3%
4" 28 $ 95.54 § 10,700 $ 110.64 -13.6%
g" 56 § 140.67 3 31,510 $ 163.59 -14.0%
g" ' 24 % 19225 § 18,456 $ 22410 -14.2%
10" : 3 % 23899 5 2,868 $ 278.93 -14.3%
12" - % 28572 § - $ 333.79 -14.4%
Total 72,875 ' $ 3,686,297
Monthly Service Charges
5/8" - % 744 % - $ 7.25 2.6%
314" - % - 765 % - $ 7.50 2.0%
1" - § 830 § - $ 8.25 0.6%
1.5" 1 8 916 $ 110 3 927 -1.2%
2" ' 19 $ 1152 $ 2,627 $ 12.05 -4.4%
3" 5 % 2893 % 1,736 $ 32.47 -10.9%
4" 7 6 % 3537 % 2,547 $ 40.03 -11.6%
8" 15 5 5042 % 9,076 $ 5767 -12.6%
8" 8 % 6761 $ 6,491 $ 77.85 -13.2%
10" - % 8319 § - $ 96.14 -13.5%
12" 1% 9877 § 1,185 3 114.41 -13.7%
Total 55 $ 23,770
Total Service Charge Revenue $ 3,710,067 $ 3,898,077 -4.8%
Retail Consumption Charges

Residential (HCF) 11,688,498 - § 2287 % 26,731,594 3 1.958 16.8%

Commercial (HCF) 2,852,053 § 2198 § 6,268,811 $ 1.882 16.8%

Industrial (HCF) 1,005,359 § 2157 % 2,188,560 $ 1.825 18.2%

Total Revenue 15,545,910 $ 35,168,966 $ 30,088,422 16.9%

Page 1




Rate Year Ending December 31, 2008

Proposed Rates and Impacts

KCWA Exhibit 12

Billing Units of Proposed Total Current
Unit Service Rates Revenues Rates % Change

Wholesale Charges
Volume Charge :

Consumption (HCF) 14,432,185 § 1.062 $ 0.925

Consumption (MGD) 10,795 § 1,40642 § 15,182,690 3 1,236.00 13.8%
Monthly Base Charge

East Providence $ - § -

East Smithfield $ - $ -

Greenville $ - 3 -

Kent County $ - % -

Smithfield $ - $ -

Warwick $ - % -

Lincoln $ -3 -

Johnston $ - 8 -

Bristol County $ - $ -

Total Base Charges 3 -
Total Annual Charges _

East Providence 2,397,994 $ 25228695 3 2,217,013 13.8%

East Smithfield 339,786 $ 357,455 3 314,141 13.8%

Greenville 483,126 $ 487,209 $ 428,172 13.8%

Kent County 3,777,169 3 3,973,590 $ 3,492,099 13.8%

Smithfield 428,798 3 451,097 s 306,436 13.8%

Warwick 4,404,569 $ 4633616 $ 4,072,147 13.8%

Lincoln 1,086,668 $ 1,143,177 3 1,004,655 13.8%

Johnston 276,575 % 290,958 $ 255,702 13.8%

Bristol County 1,257,500 $ 1,322,893 % 1,162,594 13.8%
Total Wholesale Charges $ 15,182,690 $ 13,342,959 13.8%
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Rate Year Ending December 31, 2008

Proposed Rates and Impacts

KCWA Exhibit 12

Billing Units of Proposed Total Current
Unit Service Rates Revenues Rates % Change

Private Fire Service Charges :
3/4" 6 § 1265 § 304 3 10.77 17.5%
1" 9 % 14.89 $ 536 $ 14.26 4.4%
1-1/2" 3 8 18.56 $ 223 $ 23.00 -19.3%
2" 31 8 2754 % 3,415 8 33.48 7. 7%
4" 288 % 11754 % 135,411 $ §2.87 26.6%
8" 1,154 & 20458 % 944 330 3 180.22 13.5%
g 217 % 32843 % 285,078 $ 285.03 15.2%
10" 4 % 48389 § 7,742 $ 407.30 18.8%
12" 16 3 681.32 3 43,604 $ 547.05 24 5%
18" - $ 122222 3% - 3 547.05 123.4%
Total 1,728 $ 14208643 $ 1,233,015 15.2%
Public Fire Service Charges
Hydrants 6,082 $ 277.84 $ 250.99 10.7%
Public Fire Revenue $ 1689842 $ 1,517,486
Total Rate Revenues $ 57,172,208 $ 50,079,959 14.2%
Miscellaneous Revenues 1,245,739 $ 1,245,739 0.0%
Total Revenues $ 58,417,947 $ 51,325,698 13.8%
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SUMMARY CITY SERVICES ALLOCATIONS

KCWA City Services DGB3

Service Cost PW Service Cost

Allocation of Departmental Service Costs (DGB-4) :
Mayor's Office $ 212,082

$ 266,093
City Council 22,462 3 56,126
City Council Administration 25504 s 63,728
City Clerk ' . 29,452 s 112,887
Law Department 32,534 s 40,647
Finance Department ' 29,214 s 72,999
Controller's Office ' 80,705 s 100,830
Retirement Department 59,447 s 59,447
Data Processing 110,042 s 137,483
Treasurer's Office 32,575 s 32,575
Purchasing ' ' 18,490 3 18,490
Personnel Department 114,729 s 114,729
Internal Auditors 24,543 s 30,663
Archives _ 13,144 " s 16,421

Allocation of Non-Departmental Service Costs (DGB-5)

Stop Loss Insurance 50,994 s 50,994
Annual GASB 43/45 consulting fee 11,605 s 11,805
Total City Service Expense $ 868421 s 1185718
Percentage increase to revise to Rate Year (Calendar year 2008) (2% annually) 105.08% 105%

Rate Year City Service Expense ' ' 012,537 $ 1245952
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Explanation of Symbols Used to Allocate to Funciions

Explanation

KCWA City Services DGB-6

FY 2008
Service Cost KCWA
percentage Revised

“eneral Overhead Allocator - This allocator is calculated by taking the totai PW audited
operating expenses less depreciation and dividing it by PW audited
operating expenses less depreciation plus the City operating expenses
less debt service. '

PW (42,445,314 - 9,890,206) = 32,555,108
PW+City (414,245,691 - 46,657,763 + 32,555,108) = 400,143,038

Clerk Allocator - This allocator is calculated by taking number of Providence Water
activities compared to the total for the clerk's department
{98/ 785 = 12.48%)

Empioyee Refated Allocator - This allocator is calculated by taking the number of PW
employees compared o the total of City and PW employees
(2457 2,230 = 10.99%)

Treasury Allocator - This allocator is calculated by taking the PW checks divided
by the total of City checks plus PW checks (2,814 f 31,281 = 6.00%,).

Purchasing Allacater - This allocator is calculated by taking the number of PW contracts
compared 1o the total of City and PW contracts.
{(131/1,077 = 12.16%)

8.14% 6.51%

$§ 25,795,058
$ 396,119,986

12.48%

10.99%

8.00%

12.16%




