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Q.   Please state your name and business address. 

A.   My name is Andrea C. Crane and my business address is 199 Ethan Allen Highway, 

Ridgefield, Connecticut 06877 (Mailing Address: P.O. Box 810, Georgetown, Connecticut 

06829.) 

 

Q.   By whom are you employed and in what capacity? 

A.    I am President of The Columbia Group, Inc., a financial consulting firm that specializes in 

utility regulation.  In this capacity, I analyze rate filings, prepare expert testimony, and 

undertake various financial studies regarding utility rates and regulatory policy.  

 

Q.   Please summarize your professional experience in the utility industry. 

A.   Prior to my association with The Columbia Group, Inc., I held the position of Economic 

Policy and Analysis Staff Manager for GTE Service Corporation, from December 1987 to 

January 1989.   From June 1982 to September 1987, I was employed by various Bell Atlantic 

subsidiaries. While at Bell Atlantic, I held assignments in the Product Management, 

Treasury, and Regulatory Departments. 

 

Q.   Have you previously testified in regulatory proceedings? 

A.   Yes, since joining The Columbia Group, Inc., I have testified in approximately 275 

regulatory proceedings in the states of Arizona, Connecticut, Delaware, Hawaii, Kansas, 
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Kentucky, Maryland, New Jersey, New Mexico, New York, Oklahoma, Pennsylvania, 

Rhode Island, South Carolina, Vermont, West Virginia and the District of Columbia.  These 

proceedings involved water, wastewater, gas, electric, telephone, solid waste, cable 

television, and navigation utilities.  A list of dockets in which I have filed testimony is 

included in Appendix A.   I have also been engaged to provide testimony as an expert 

witness in several civil proceedings. 

 

Q.   What is your educational background? 

A.   I received a Master of Business Administration degree, with a concentration in Finance, from 

Temple University in Philadelphia, Pennsylvania.  My undergraduate degree is a B.A. in 

Chemistry from Temple University. 

 

Q. Do you have any additional relevant experience? 

A.   Yes, from January 1991 until January 1998, I served as Vice Chairman of the Water 

Pollution Control Commission in Redding, Connecticut.  This Commission was charged with 

designing, constructing, and operating a sewage collection and treatment facility for the 

Town of Redding.  

 

II.   PURPOSE OF TESTIMONY19 

20 

21 

Q.   What is the purpose of your testimony? 

A. The Columbia Group, Inc. was engaged by The Division of Public Utilities and Carriers 
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(“Division”) to review the recent base rate filing by The Pawtucket Water Supply Board 

(“PWSB” or “Board”) and to provide revenue requirement recommendations.  In developing 

my revenue requirement recommendations, I reviewed the PWSB’s testimony and exhibits 

and the responses to data requests propounded upon the PWSB by the Division and by the 

State of Rhode Island, Public Utilities Commission Staff.  I also reviewed several prior 

Commission decisions as well as other documents useful in an analysis of the PWSB’s filing. 

 

III.   SUMMARY OF CONCLUSIONS8 
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Q.   What are your conclusions concerning the PWSB's revenue requirement and its need 

for rate relief? 

A.   Based on my review, my conclusions and recommendations are as follows: 

1. Based on the rate year ending December 31, 2009, the PWSB has pro forma revenue 

at present rates of $18,080,820, including $16,551,364 in operating rate revenue and 

$1,529,456 in miscellaneous revenue (see Schedule ACC-1). 

2. The PWSB has pro forma costs, including pro forma debt service costs, of 

$19,579,633, and an operating revenue allowance requirement of $139,071, for a 

total revenue requirement of $19,718,705 (see Schedule ACC-1). 

3. Based on these determinations, a rate increase of $1,637,884 is appropriate.  This 

represents an increase of 9.90% over total rate revenue at present rates.  My 

recommendation is significantly less than the rate increase of $3,109,387 or 

19.07%, being requested by the PWSB (see Schedule ACC-1). 
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Q. Please summarize the PWSB’s request for rate relief in this case. 

A. The PWSB is requesting a rate increase of $3,109,387 or 19.07% over its claimed level of 

pro forma revenue at present rates.   The current filing is the first rate request since the new 

PWSB treatment plant was completed and began providing service in March 2008.  Also, 

since the Board’s last base rate case, the PWSB has purchased the Central Falls system. The 

Board assumed operation and ownership of the system in August 2007.     

Listed below are some of the major items contributing to the PWSB’s request for rate 

relief in this case and the increase estimated by the PWSB from the test year to the rate year: 

  

 Salaries and Benefits      $1,033,000 
 Treatment Plant Contract         459,000 
 Power Supply Costs          366,000 
 Operating Revenue Allowance        669,500 
 Inflation Adjustments            90,000 
 General Liability Insurance            62,000 
 

 In addition, the PWSB has reflected a significant decline in revenues from the 

revenues approved in the last rate filing, Docket No. 3674.  In that docket, the Commission 

authorized total rate revenue (excluding miscellaneous revenue) of $17,539,491.  In this 

case, the PWSB has reflected pro forma rate revenue at present rates of only $16,308,246, a 

reduction of $1,231,245 from the rate revenue authorized in Docket No. 3674. 
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Q.   How did the PWSB develop its pro forma operating rate revenue claim in this case? 

A.   To develop its pro forma revenue claim, the PWSB used the actual number of customers at 

June 30, 2007, the end of the test year.   Residential consumption was based on a four-year 

average consumption for fiscal year 2004 through fiscal year 2007.  Revenue from 

commercial and industrial customers was based on the actual test year sales during the 

twelve months ending June 30, 2007. 

 

Q.   How should pro forma revenues from residential and commercial customers be 

determined when establishing retail rates for a water utility? 

A.  Residential water consumption fluctuates from year-to-year due to a variety of factors.  The 

most significant factors that influence the variations in annual water consumption from year-

to-year are rainfall and temperature.  Typically, a hot and dry summer will result in more 

water being used by residential customers than a summer that is cooler and has more rainfall. 

This usage pattern also generally occurs among small and medium-sized commercial 

customers.  Given that metered consumption fluctuates from year-to-year, it is common to 

use an average consumption over a period of time to determine a “normalized” level of 

consumption for ratemaking purposes.  That normalized consumption can then be applied to 

the pro forma customer counts to develop overall volumetric sales for the utility.   Thus, in  

normalizing consumption for a water utility, it is preferable to examine metered consumption 

on a per customer basis for each rate class, and then multiply that consumption by the 
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number of pro forma customers in each rate class.     

 

Q. Is this the methodology that the PWSB used in this case to determine pro forma 

revenues? 

A. No, it is not.  For the residential class, the Board developed its four-year average based on 

total residential sales rather than on sales per customer.   The Board’s methodology is not as 

accurate as first determining consumption per customer and then multiplying that 

consumption level by the number of customers in the class.   However, I understand that in 

the past the Board did not have complete historic customer counts, by rate class.    Therefore, 

in prior cases, I have accepted the use of a multi-year average that examined residential 

usage on a total class basis, similar to the methodology being proposed by the PWSB in this 

case. In a system that is growing rapidly, using total retail sales over a multi-year period may 

not be a good proxy for future pro forma retail sales, since there is no recognition of 

customer growth in the pro forma consumption projection.  However, in a system like the 

PWSB, where growth has been more modest, the use of total pro forma sales can be 

reasonably estimated by using a pro forma average based on total consumption instead of on 

an average based on consumption per customer for each class. 

 

Q. Are you accepting the Board’s use of a four-year average of total residential sales to 

determine residential sales in this case? 
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A. Yes, I am.  According to PWSB Schedule DGB-3A, actual residential sales experienced by 

the Board over the past several years have been as follows: 

 

FY 2007 2,886,999 HCF 

FY 2006 3,106,513 

FY 2005 3,092,902 

FY 2004 3,068,334 

Average 3,038,687 

 

 

 

 

 

 

 

During the test year in this case, the PWSB had total residential sales that were lower 

than sales in any of the prior three years.  However, residential sales had increased in each of 

the years prior to the test year.  Thus, I believe that the Board’s use of a four-year average of 

residential retail sales is reasonable. 

 

Q. Have you updated the four-year average of residential retail sales to reflect additional 

information that has become available since the Board filed its Direct Testimony? 

A. Yes, I have.  In response to DIV 4-1, the PWSB recently provided usage data for the twelve 

months ending June 30, 2008.   The actual fiscal year 2008 residential usage was 2,949,085 

HCF according to this response.  Therefore, at Schedule ACC-2, I have made an adjustment 

to update the Board’s four-year average to delete fiscal year 2004 and to add fiscal year 2008 
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to the four-year average.   This adjustment reduces the Board’s pro forma residential usage 

by 29,812 HCF, and reduces its pro forma income at present rats by $87,714.   

  

Q. In addition to your consumption adjustment, are you recommending any other pro 

forma operating revenue adjustment for residential customers? 

A. Yes, I am.   The PWSB based its pro forma revenue claim on the number of customers at 

June 30, 2007.   However, the rate year in this case is the twelve months ending December 

31, 2009.  As shown in the response to DIV 1-16, the number of residential customers has 

increased in each of the past five years.   Therefore, basing pro forma revenues on the 

number of customers at June 30, 2007 is likely to understate the actual average number of 

customers in the rate year.   

 

Q. What do you recommend? 

A. I recommend that the Commission adopt a revenue adjustment to reflect an additional 175 

residential customers.   The response to DIV 1-16 indicates that on average, residential 

customers have grown by 87.5 customers each year.   My recommended adjustment reflects 

24 months of growth, from June 30, 2007 to June 30, 2009, the midpoint of the rate year.  

My adjustment is shown in Schedule ACC-3.   

 

 C. Commercial and Industrial Revenue20 

21 Q. Are you recommending any adjustment to the Board’s pro forma revenue claims for 
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commercial or industrial customers? 

A. Yes, I am recommending that the Commission utilize a four-year average for commercial 

customers billed in Cycle 7, which reflects small-to-medium sized commercial customers 

who are billed quarterly.    Larger commercial customers are generally defined as industrial 

customers and billed monthly under Cycle 11.  Usage in the commercial class billed under 

Cycle 7 also tends to fluctuate from year-to-year and therefore I believe that the use of a 

multi-year average is appropriate.   Moreover, this recommendation is consistent with the 

finding of the Commission in PWSB’s last base rate case that a multi-year average should be 

used to determine pro forma revenue for all retail customer classes except the industrial 

class, which is billed under Cycle 11.   My adjustment is shown in Schedule ACC-4. 

 

Q. How did you quantify your adjustment to commercial (Cycle 7) revenue? 

A. My adjustment is based on the four-year average shown in Schedule DGB-3A for Cycle 7 

billed customers. 

 

Q. Why didn’t you update the four-year average to reflect the fiscal year 2008, consistent 

with your recommendation regarding residential customers? 

A. I did not update the four-year average for Cycle 7 customers because the Board did not 

separately identify Cycle 7 customers in its update provided in response to DIV 4-1.  In that 

response, the PWSB provided fiscal year 2008 usage data for residential customers and for 

what it termed “industrial” customers.  It is my understanding that the usage provided for 
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industrial customers included usage for both the small and medium sized commercial 

customers that are billed quarterly, i.e., Cycle 7 customers, as well as larger commercial and 

industrial customers that are billed monthly, i.e., Cycle 11 customers.  Thus, the response to 

DIV 4-1 did not contain sufficient information for me to update the four-year average for 

Cycle 7 customers.  Moreover, given the procedural schedule in this case, and the fact that 

my testimony was due shortly after the close of the 2008 fiscal year, I did not have the 

opportunity to formally request this breakdown from the Board.  Therefore, my 

recommendation is based on the data contained in Mr. Bebyn’s Direct Testimony and 

reflects fiscal years 2004-2007.  However, I do recommend that the PWSB provide a further 

breakdown of the fiscal year 2008 “Industrial” usage shown in DIV 4-1.  I also recommend 

that the pro forma revenue for small and medium sized commercial customers in Cycle 7 be 

updated to reflect the average consumption during the four-year period ending June 30, 2008 

when this information is provided by the PWSB. 

 

Q. Are you recommending any adjustment to the Board’s pro forma revenue claim 

relating to large commercial and industrial customers? 

A. No, I am not.  I have accepted the Board’s proposal to utilize the actual test year usage for 

these customers, who are billed in Cycle 11.  Usage for this customer class generally 

depends more on the level of business activity and the types of businesses in the service area 

than on weather variations from year-to-year.   Therefore, I am not recommending any 

adjustment to the methodology proposed by the PWSB for determining pro forma revenue 
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for these customers.  As noted above, in the last case, the Commission utilized the actual test 

year consumption for this class in order to determine pro forma revenue.  The Board’s 

proposal to utilize actual test year sales for these customers is therefore consistent with the 

Commission’s findings in the last case. 

  My pro forma revenue recommendation therefore reflects the actual test year usage 

as filed by the PWSB for the twelve months ending June 30, 2007.  However, if the PWSB 

updates the fiscal year 2008 data that was provided in response to DIV 4-1 to separately 

identify the larger commercial and industrial customer usage billed under Cycle 11, I will 

update my revenue requirement recommendation to reflect the most recent fiscal year data 

with regard to usage for this customer class. 

 

D. Wholesale Sales Revenue12 
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Q. How did the PWSB determine its wholesale sales revenue claim in this case? 

A. The PWSB calculated its wholesale sales revenue claim based on a four-year average, 

similar to the methodology used for residential customers.   The PWSB sells water at 

wholesale primarily to the Town of Cumberland.   

 

Q. Are you recommending any adjustment to the PWSB’s claim? 

A. I am not recommending any change to the four-year average proposed by the PWSB.   

However, I do recommend that the four-year average be updated to include information that 

has recently been provided regarding fiscal year 2008 wholesale sales.    
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As shown below, the four-year average utilized in the PWSB’s original filing resulted 

in pro forma wholesale sales of 645,763 HCF:1

 

FY 2007 723,207 HCF 
FY 2006 644,728 
FY 2005 666,953 
FY 2004 548,162 
Four Year Average 645,763 

 

 

 

 

Actual wholesale sales in fiscal year 2008 were 779,807 HCF, per the response to DIV 4-1. 

Updating the four-year average with actual information for the most recent fiscal year would 

increase the four-year average to 703,674 HCF.   My adjustment results in an increase to pro 

forma wholesale revenues of $128,389, as shown in Schedule ACC-5. 

 

Q. How did the Commission determine wholesale sales in the Board’s last base rate case? 

A. In its Direct Testimony in that case, the PWSB proposed using the actual test year average 

for wholesale sales while the Division utilized the five-year average of wholesale sales.   In 

its Order in Docket No. 3674, the Commission utilized a projection of wholesale sales 

provided by the Town of Cumberland.     

 

Q. Has the PWSB provided any information about the Town of Cumberland’s projections 

for wholesale sales in this case? 

 
1 PWSB Schedule DGB-4. 
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A. Yes.  In response to COMM 1-28, the PWSB stated that the Town of Cumberland has 

notified them that it will purchase “approximately the same amount of water as last year.”  

Thus, the PWSB’s projection, which is based on the four-year average, may be understated 

since wholesale sales in both fiscal year 2007 and fiscal year 2008 have been above the 

respective four-year averages.   Nevertheless, at this time I have accepted the use of a four-

year average, which is consistent with the determination of retail sales projections for most 

of the Board’s other customer classes.    However, the Commission may want to solicit 

further input from the Town of Cumberland during the litigation phase of this case to 

determine if the use of a four-year average is reasonable, or if a more accurate projection 

from the Town of Cumberland is available. 

 

 E. Fire Service Revenue12 

13 

14 

15 
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Q. Are you recommending any adjustment to the PWSB’s claim for private fire service 

revenue? 

A. Yes, I am recommending one adjustment.  The Board’s pro forma private fire service 

revenue claim was based on the number of customers at June 30, 2007.  In the response to 

DIV 4-1, the PWSB provided updated information about the number of private fire service 

customers.  Accordingly, at Schedule ACC-6, I am recommending an adjustment to reflect 

the most recent number of private fire services, which reflects changes in the number of 2” 

services, 4” services, 6” services, and 8” services.  There have been no changes in the 

number of 10” or 12” private fire services since June 30, 2007.   
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Q. Are you recommending any adjustment to the Board’s pro forma revenue claim for 

public fire services? 

A. No, I am not recommending any adjustment to the public fire hydrant revenue, since the 

response to DIV 4-1 indicates that there has been very little change in the number of 

hydrants during the most recent fiscal year. 

 

F. Incremental Volumetric Expenses8 

9 

10 

11 
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17 

Q. In quantifying your revenue adjustments relating to consumption and customer 

growth, did you consider incremental variable costs associated with increased sales? 

A. Yes, I did.  I included an incremental cost adjustment relating to additional power costs as 

shown in Schedule ACC-7. To calculate my adjustment, I first calculated the ratio of total 

power costs to total sales, as determined by the PWSB.  This resulted in a per unit power 

cost of $0.20.  I then multiplied my recommended sales (volume) adjustment by the 

incremental power cost, to determine the total incremental power costs associated with these 

incremental sales. 

  

G. Miscellaneous Revenue18 

19 

20 

21 

Q. Please describe the sources of miscellaneous revenue included in the PWSB’s claim. 

A. As shown in the PWSB’s filing at Schedule DGB-1, the PWSB has various sources of 

miscellaneous revenue.  These include service installation revenue, rental income, 
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miscellaneous non-operating income, interest/dividend income, penalties, and the state 

surcharge.    The PWSB used a four-year average to determine its pro forma revenue 

claim for the majority of these revenue components.  However, with regard to 

miscellaneous non-operating revenue, the Board first removed certain non-recurring 

revenues relating to an Earth Tech reimbursement, land acquisition fund fees, and other 

one-time adjustments and then utilized the actual test year level of revenue, as adjusted, 

for its pro forma claim. 

 

Q. Are you recommending any adjustment to the PWSB’s claims for miscellaneous 

revenue? 

A. Yes, I am recommending an adjustment to the Board’s claim with regard to miscellaneous 

non-operating revenue.  Consistent with my recommendations regarding metered sales 

revenue and wholesale sales revenue, I am recommending that a four-year average be used 

for miscellaneous non-operating revenue.  In calculating my four-year average, I eliminated 

the test year revenue that was non-recurring.   Following are the miscellaneous non-

operating revenues for each of the past four years, including the test year actual as adjusted 

to eliminate non-recurring items: 
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 Miscellaneous 
Non-Operating  
Revenue 

Test Year $6,990 

FY 2006 $28,576 

FY 2005 $14,836 

FY 2004 $11,581 

Four Year Average $15,496 

 2 
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  Thus, my adjustment results in an increase of $8,506 to the Board’s claim.  My 

adjustment is shown in Schedule ACC-8. 

 

Q. Is your recommendation consistent with the Commission’s finding in the last PWSB 

rate case? 

A. Yes, it is.  In that case, the PWSB proposed the use of a six-year average to determine 

miscellaneous non-operating revenue while the Division proposed the use of a five-year 

average, consistent with its recommendation regarding retail sales.  The Commission 

adopted the Division’s recommendation in that case that a five-year average should be 

used for miscellaneous non-operating revenue.  Therefore, while the multi-year average 

that I am proposing in this case is slightly shorter than the time frame adopted by the 

Commission, it still reflects a multi-year averaging methodology.  I believe that the use 
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of a multi-year average is more appropriate than the use of a single test year amount, 

given the fluctuations that occur in miscellaneous non-operating revenue from year-to-

year.  Therefore, to be consistent with my acceptance of a four-year average for other 

revenue components, and to be consistent with the Commission’s adoption of a multi-

year average in the last case, I have used a four-year average for miscellaneous non-

operating revenue.   

 

Q. Have you updated the four-year average of miscellaneous non-operating revenue to 

include data for fiscal year 2008? 

A. No, I have not.  The PWSB has not yet provided actual test year amounts for miscellaneous 

non-operating revenue.  However, I would have no objection to the four-year average being  

updated to reflect the most recent fiscal year data. 

 

Q.   Are you recommending any adjustment to any other categories of miscellaneous 

revenue? 

A.    Yes, I am.  It is my understanding that the PWSB collects a surcharge imposed by the State 

of Rhode Island that is based on the volume of water sold to retail customers, with certain 

elderly consumption being exempt from the surcharge.  The PWSB retains $0.01511 per 

HCF  of the amount collected pursuant to this state surcharge.   Since I am recommending an 

adjustment to increase the PWSB’s total retail sales, then it is necessary to make a 

corresponding adjustment to increase that portion of the surcharge that is retained by the 
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PWSB.2  My adjustment is shown on Schedule ACC-9 

 

Q. How did you quantify your adjustment? 

A. As shown in PWSB Schedule DGB-8, the PWSB estimates that only 92.0% of usage from 

5/8” meters is subject to the surcharge, while the surcharge is applied to all usage from larger 

meters.  Therefore, at Schedule ACC-9, I have included only 92% of my volumetric 

adjustments from 5/8” meters.  I have also included 100% of my recommended volumetric 

adjustments from medium and large meters.   I have not included any wholesale sales 

adjustments in Schedule ACC-9, since it is my understanding that wholesale sales are not 

subject to the state surcharge.    

 

H. Salaries and Wages12 

13 

14 

15 

16 

17 

18 

19 

                        

Q. Please summarize the PWSB’s claim in this proceeding relating to salaries and wages. 

In this case, the PWSB is requesting funding for 53 employees, excluding the position 

funded through the Infrastructure Rehabilitation Fund (“IFR”).   The PWSB’s request 

includes funding for one new position, that of Collections Assistant.  The Board states 

that this position is required in order to improve its collections and it has provided a 

Collections Plan for the new employee.  According to the testimony of Mr. DeCelles at 

page 8, “the number of delinquent accounts has increased significantly in the past year.”  

 
     2 The portion of the surcharge proceeds that are actually paid to the State of Rhode Island are considered a 
direct pass-through and therefore they do not appear in the revenue requirement developed by either the Division or 
the PWSB. 
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 According to Mr. DeCelles’s testimony, “the primary responsibilities for the Collections 

Assistant will be tagging delinquent accounts, terminating water service, restoring water 

service, assisting the Customer Service Representative including performing the duties of 

the customer service representative in this individual’s absence.”   Over the past twelve 

months, the PWSB’s monthly accounts receivable balance has ranged from $2.0 million 

to $4.5 million, according to the response to DIV 1-22. 

 

Q. Have you included payroll costs for the new Collections Assistant in your revenue 

requirement recommendation? 

A. Yes, I have.   According to the response to DIV 1-5, the PWSB will seek approval from 

the City of Pawtucket to fill this position once the Commission approves its request for 

funding in this case.  Given that the PWSB’s accounts receivables have increased, and 

the fact that the Board has provided a Collections Plan for this new position, I have 

included funding for this new position in my revenue requirement recommendation.   

 

Q. In prior cases, you have raised concerns about the number of vacant positions at the 

PWSB.  In addition to the Collections Assistant position, does the Board have any 

positions that are currently vacant? 

A. There is currently only one position vacant, which is the Assistant Chief Engineer.  

According to the response to DIV 1-4, that position was previously held by James 

DeCelles.  Effective March 11, 2008, Mr. DeCelles assumed the position of Chief 
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Engineer and the PWSB is conducting “an active search” for his replacement. 

  Moreover, according to the response to DIV 1-6, it appears that the PWSB had, on 

average, a full complement of employees during the test year.  Although the Board did have 

vacancies of between one and three full-time employees during the test year, it also had 

between one and six seasonal or temporary employees, each month.  Therefore, on average, 

it appears that the test year was reasonably representative of a full complement of 

employees.  

   

Q. Are you recommending any adjustment to the PWSB’s claim for salary and wage 

costs? 

A. Yes, I am.  While I am generally comfortable with the number of employees being 

claimed by the PWSB, the overall salary and wage claim still appears excessive.  The 

Board is requesting total payroll costs of $2.96 million, which is over 23% higher than its 

actual test year costs.  The PWSB has not provided a comparison of actual test year vs. 

rate year costs by employee.    As discussed on page 9 of Mr. Benson’s testimony, the 

majority of PWSB’s employees are union employees, members of either Teamster Union 

Local 251 or AFSCME Union Local 1012.    The Teamster Union contract expired as of 

June 30, 2007 and negotiations are continuing between the City of Pawtucket and the 

union.  The AFSCME contract expired June 30, 2008 and, at the time that the Board filed 

its Direct Testimony, negotiations had not yet begun.  Since the PWSB does not have 

current contracts with either of these unions, the Board used projected increases of 3.5% 
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annually for 2 ½ years (from June 30, 2007 to December 31, 2009) to develop its salary 

and wage claim.  Thus, one would expect increases of approximately 9.0% from the test 

year to the rate year (1.035 X 1.035 X 1.0175).   Even if one includes the additional 

salary and wage costs for the currently vacant position and the new Collections Assistant 

position, the PWSB claim appears unreasonably high.  Therefore, I am recommending an 

adjustment to the Board’s claim, as shown in Schedule ACC-10. 

 

Q. How did you develop the pro forma level of salary and wage costs that you are 

recommending in this case? 

A. In order to determine my pro forma salary and wage costs, I began with the actual test 

year payroll and made an adjustment to increase those costs by 9.0%.  I then added the 

projected rate year costs for the currently vacant position of Assistant Chief Engineer, 

and projected rate year costs for the new Collections Assistant.  My adjustments result in 

a total rate year claim of $2.74 million, about $225,000 less than the PWSB’s claim. 

 

Q. Have you also made an adjustment to the PWSB’s payroll tax expense claim? 

A. Yes, I have.  At Schedule ACC-11, I have made an adjustment to reduce the Board’s pro 

forma payroll tax expense claim.  Since I am recommending a lower pro forma salary and 

wage expense, it is necessary to make a corresponding adjustment to reduce the Board’s pro 

forma payroll tax expense claim.   To quantify my adjustment, I used the statutory Social 

Security and Medicare tax rate of 7.65%.   
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Q. How did the Board determine its pension expense claim in this case? 

A. As discussed on page 10 of Mr. Benson’s testimony, PWSB employees are covered by the 

Municipal Employees Retirement System (“MERS”), which is administered by the State.     

The contribution rate during the test year was 7.6%, while the rate for fiscal year 2008 was 

9.61%.    In its filing, the Board utilized a rate of 14.0% for the rate year. 

 

Q. Are you recommending any adjustment to the PWSB’s claim for pension costs? 

A. Yes, I am.  Subsequent to the filing of its testimony, the PWSB was notified that its 

contribution rate for fiscal year 2009 is 11.87%, as stated in the response to DIV 1-13.   

Therefore, at Schedule ACC-11, I have made an adjustment to reduce the PWSB’s claimed 

pension costs to reflect the 11.87% contribution rate.  In addition, on Schedule ACC-12, I 

have also eliminated the pension contribution on the salary and wage costs that I propose to 

eliminate from the PWSB’s revenue requirement, as discussed above. 

 

J. Police Details – Central Falls 17 

18 

19 

20 

21 

Q. How did the PWSB develop its claim for police detail costs? 

A. The PWSB incurs costs for police details in Pawtucket, Central Falls, and Cumberland.   

To develop its rate year claim in this case, the PWSB annualized costs incurred during 

the seven-month period ending January 31, 2008, and then applied the annual inflation 
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adjustment to the annualized amount to reflect inflationary increases over the next one 

and one-half years.   However, in developing its annualization adjustment, it first doubled 

the actual seven-month costs from Central Falls.  The PWSB argues that Central Falls has 

required an excessive level of police oversight for work performed in Central Falls.  

Accordingly, the Board states that it is only performing emergency repair service in 

Central Falls until this dispute with the police is resolved and therefore the PWSB 

believes that costs incurred for the seven months ending January 31, 2008 were not 

representative of rate year costs. 

 

Q. Are you recommending any adjustment to the Board’s claim? 

A. Yes, I am.  I believe that the adjustment to double the actual charges from Central Falls 

incurred during the seven-month period ending January 31, 2008, and then to annualize 

the resulting total costs, is arbitrary and should be rejected by the Commission.  The 

PWSB has not demonstrated that its methodology results in a reasonable level of pro 

forma costs for the rate year.  Therefore, at Schedule ACC-13, I have made an adjustment 

to annualize police detail costs from Central Falls based on annualizing the actual costs 

for the seven months ending January 31, 2008 and then applying one and one-half years 

of the inflation adjustment, consistent with the methodology used by the PWSB for 

police detail costs in Pawtucket and in Cumberland. 
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Q. How did the PWSB develop its claim for general liability insurance? 

A. As shown on PWSB Schedule CPNW 1.1, page 2, the Board’s claim for general liability 

insurance includes both an inflationary increase, as well as an additional increase of 

$50,000 to relating to new facilities.  Mr. Benson states on page 11 of his testimony that 

this additional adjustment of $50,000 was estimated by the PWSB’s insurance agent.  

However, no supporting documentation for this adjustment was provided by the Board. 

   Mr. Benson went on to state that the Board’s current policy was due to expire on 

June 30, 2008.  He indicated in response to DIV 1-15 that the Board expected to advertise 

a Request for Proposal by May 19th and to award a contract for fiscal year 2009 general 

liability insurance by June 24, 2008. 

 

Q. Are you recommending any adjustment to the Board’s claim for general liability 

insurance costs? 

A. Yes, I am.   I am recommending that the Commission eliminate the $50,000 adjustment 

made by the PWSB, since this adjustment is largely unsupported by the Board.  Therefore, at 

Schedule ACC-14, I have made an adjustment to reduce the Board’s general liability costs 

by $50,000.  However, based on the response to DIV 1-15, it appears that the PWSB either 

has entered into a new agreement for fiscal year 2009 or will enter into such an agreement in 

the near future.  Accordingly, I am also recommending that the Board’s general liability 

insurance costs be updated with the new premium costs for fiscal year 2009 once that 
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Q. How did the Board determine its property tax expense claim in this case? 

A. The Board has reflected a property tax increase of 3.5% annually between the end of the 

test year and the end of the rate year, as discussed on page 9 of Mr. Woodcock’s Direct 

Testimony.   However, based on my review of documentation in this case, I believe that 

the PWSB’s claim is overstated.   

The largest component of the PWSB’s property tax liability is paid to the Town of 

Cumberland.   PWSB and the Town of Cumberland have been involved in a tax dispute 

in Superior Court.   PWSB and Cumberland have now agreed to resolve issues relating to 

certain tax assessments for the tax years between 2002 and 2007.   This agreement 

between the parties provided for a total refund to the PWSB of $1,574,345.  This refund 

includes a payment of $1 million to the PWSB that was made in December 2007, plus an 

additional payment of $574,345 that will be provided through annual tax credits of 

$200,000 per year. 

In response to COMM 1-15, the PWSB indicated that the 2008 tax bills from 

Cumberland for real property and tangible property total $608,305, excluding the credit 

for prior periods discussed above.  The actual test year charges incurred by the PWSB 

included Cumberland taxes of $696,359 per Item 2.9(i) of the Board’s filing.  Therefore, 

it appears that the PWSB’s property tax claim is overstated, since the current year tax 
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liability from Cumberland is less than the cost incurred in the test year.   Accordingly, I 

am recommending that the Board’s inflation adjustment relating to the property taxes be 

eliminated.  My adjustment is shown in Schedule ACC-15.  At this time, I am not 

recommending that the actual test year costs be reduced (other than through the credit 

discussed above), but this is an issue that the Commission may want to explore further 

during the hearing phase of this case. 

 

M.   Operating Revenue Allowance8 
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Q.   What do you mean by the PWSB’s “Operating Revenue Allowance”?  

A.   The PWSB is not an investor-owned utility.  Accordingly, it is regulated on a cash flow 

basis. The PWSB’s revenue requirement does not include any return on rate base, which is 

traditionally included in the revenue requirement of an investor-owned utility.  However, the 

Commission has in the past allowed municipal water utilities to collect an operating revenue 

allowance of 1.5% in order to mitigate cash flow problems, and to provide for unforeseen 

expenditures or reduced revenue.   

In recent years, the Commission has applied the 1.5% operating revenue allowance to 

a utility’s operating expenses.  In this case, the PWSB is requesting an operating revenue 

allowance of 5.0%.  Moreover, the PWSB is requesting that the 5.0% be applied not only to 

operating expenses, but to the total rate revenues of the utility, including revenues designed 

to recover such fixed costs as debt service costs and the IFR.  The PWSB is requesting 

annual funding of $924,649 relating to its Operating Revenue Allowance in its filing.  This 
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claim constitutes almost 30% of the total rate increase being requested by the PWSB. 

 

Q. Does the PWSB have another reserve fund available to meet fluctuations in cash flow? 

A. Yes, it does.  The PWSB also has an Operating Reserve Fund, which is required to be funded 

at 25% of the PWSB’s annual operating expenses based on its annual budget.  It is my 

understanding that this reserve can be used to make payments for operation and maintenance 

costs if the amounts in the operation and maintenance fund are insufficient to meet the 

operating costs of the PWSB. Thus, in the event of revenue shortfalls or unanticipated 

expense increases, the Operating Reserve Fund can be used, although the Operating Reserve 

would subsequently need to be replenished.   According to the response to DIV 1-24, the 

Operating Reserve Fund was expected to have a balance of almost $2.7 million by the end of 

the 2008 fiscal year.   Moreover, the PWSB is not requesting any funding for this account in 

prospective rates due to the fact that the fund will be fully funded. 

 

Q. What are you recommending in this case? 

A. While I believe that an additional Operating Revenue Allowance is unnecessary, given the 

Operating Reserve Fund of almost $2.7 million that has already been funded by ratepayers, I 

recognize that the Commission has permitted the PWSB to include an Operating Reserve 

Allowance in past cases.  Specifically, in the Board’s last base rate case, Docket No. 3674, 

the Commission adopted a 1.5% Operating Revenue Allowance based on the PWSB’s rate 

year operating and maintenance expenses.   In its Order in that case, the Commission stated 
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that “as a policy matter, we believe that it is more reasonable to attempt to accurately project 

consumption that to provide a one million dollar slush fund to a utility the size of PWSB.”3  

Accordingly, in this case, I am recommending that the Commission once again adopt a 1.5% 

Operating Revenue Allowance for the PWSB, based on its pro forma rate year operating and 

maintenance costs. 

  As shown on Schedule ACC-16, I have made an adjustment to the PWSB’s claim for 

an Operating Revenue Allowance of 5% of total costs.  I calculated my pro forma Operating 

Revenue Allowance based on 1.5% of my pro forma rate year operating expenses, resulting 

in an Operating Revenue Allowance of $139,071 instead of the $924,649 requested by the 

PWSB. 

 

Q. Do you have any additional comments regarding the PWSB’s claim for an Operating 

Revenue Allowance? 

A. Yes.  It should be noted that in the PWSB’s last base rate case, there was serious 

disagreement between the Board and the Division with regard to the methodology to be used 

to determine retail sales.  However, in this case, I have accepted the methodology proposed 

by the Board for the majority of its rate classes.  In discussing its finding with regard to the 

Operating Revenue Allowance in Docket No. 3674, the Commission noted on page 29 of its 

Order that the pro forma consumption level it was using to set rates was very close to the 

consumption claimed by the Board.  Similarly, in this case, there is little disagreement 

 
3 Order in Docket No. 3674, page 29. 
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between the Division and the Board with regard to the methodology for determining retail 

sales.  Since the Division has largely accepted the Board’s proposed methodology for 

determining retail sales, there is even less reason to provide for an Operating Revenue 

Allowance, and certainly no reason to increase the allowance to more than the 1.5% of 

operating expenses approved by the Commission in Docket No. 3674.   
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Q. How did the Board determine its debt service claim in this case? 

A. As shown in PWSB Schedule CPNW 1.1, the Board’s fiscal year 2009 debt service is 

$6,673,455 and its fiscal year 2010 debt service is $6,688,543.  Although the rate year in 

this case is calendar year 2009, PWSB has included the fiscal year 2010 debt service of 

$6,688,543 in its claim.   However, it has offset this debt service requirement with a 

credit from the debt stabilization fund of $952,529.  The net effect is that the PWSB has 

only requested authorization in this case to recover annual debt service of $5,736,014 

through its rate revenue.  This is the same amount included by the Commission in its last 

rate order.   

 

Q. Are you recommending any adjustment to the PWSB’s debt service claim in this 

case? 

A. No.  Generally, I would oppose the inclusion of the fiscal year 2010 debt service in rates, 

since the rate year is calendar year 2009.  However, in this case, any reduction to the 
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PWSB’s debt service costs would presumably be offset with a reduction to the credit 

from the debt stabilization fund, unless the Division proposed that the net amount 

collected in rates be reduced from the funding level approved in the Board’s last base rate 

case.  Given the debt service amounts that the PWSB will incur in the future, I believe 

that it is reasonable to maintain the level of debt service collections at the level approved 

by the Commission in the Board’s last base rate case.  Accordingly, I am not proposing 

any adjustment to the Board’s debt service claim, particularly since the difference 

between the calendar year 2009 debt service costs and the fiscal year 2010 debt service 

costs is relatively small. 

 

P. Terminated Reserve Accounts  11 
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Q. Does the PWSB have any reserve accounts that it claims are no longer required? 

A. Yes, it does.   As discussed on pages 4-7 of Mr. Benson’s Direct Testimony, there are 

several reserve accounts that the Board claims are no longer required.  These include the 

following: 

 

1. Water Treatment Plant Reserve – The PWSB claims that this reserve is no longer 

needed with the new treatment plant going on-line.  The balance in this reserve 

account at February 29, 2008 was $673,357.  PWSB is requesting authorization to 

keep these funds restricted and to use them for decommissioning of the old treatment 

plant.  PWSB estimates that decommissioning of the plant will cost approximately 
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$700,000. 

 

2. Central Falls Franchise Fee Account – With the purchase of the Central Falls system 

in August 2007, this account is no longer necessary.  The Central Falls Franchise Fee 

Account had a balance of $33,091 at February 29, 2008.  PWSB is requesting 

authorization to keep these funds restricted and to also use these funds for 

decommissioning of the old treatment facility. 

 

3. Central Falls Distribution System Fund – Similar to the Central Falls Franchise Fee 

Account, this account is no longer necessary now that the Central Falls system has 

been acquired by the PWSB.   This account was never funded by the Board and is 

now closed. 

 

4. Calgon Ultra Violet (“UV”) Treatment License Fees Account – This account was 

established in anticipation of litigation regarding a patent held by Calgon Corporation 

for a treatment process used at the new treatment plant.  As discussed on page 7 of 

Mr. Benson’s Direct Testimony, a federal court has declared that the Calgon patent is 

invalid and the PWSB has not included any patent fees in its revenue requirement 

claim in this case.   This restricted account was never funded by the PWSB and 

therefore there are no funds in this account.  The PWSB is requesting authorization to 

close this account. 
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5. Cumberland Tax Dispute - As discussed above, the PWSB has reached an agreement 

to resolve part of its tax dispute with the Town of Cumberland.  As a result, 

Cumberland paid the PWSB $1 million in December 2007.  In addition, it will 

provide another $574,345 to the PWSB by providing annual tax credits of $200,000 

per year.  The Board is proposing to utilize $350,000 of the $1 million payment to 

complete a project to survey and consolidate its watershed properties in the Town of 

Cumberland, as discussed on page 11 of Mr. DeCelles’s Direct Testimony.  In 

addition, it is proposing to utilize the remaining $650,000 for future watershed 

purchases. 

 

I am not opposed to the PWSB’s proposals to terminate the funding of these 

reserve accounts or its proposal to close those reserve accounts that are no longer 

required.   Nor do I oppose the PWSB’s proposals with regard to the disposition of funds 

remaining in these accounts.   However, I recommend that the PWSB periodically report 

to the Commission and to the Division on the status of its decommissioning activities.  

Specifically, I am recommending a quarterly report, summarizing the decommissioning 

activities and the amounts spent each quarter.  In addition, the PWSB should provide a 

quarterly report to both the Commission and to the Division regarding its watershed 

survey and consolidation activities in the Town of Cumberland.  These reports should be 

provided, as applicable, until the Board’s next base rate case.      
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Q.   What is the result of the adjustments that you are recommending in this case? 

A.   My adjustments reduce the PWSB’s revenue requirement from the $20,938,109 reflected in 

Mr. Woodcock’s testimony to $19,718,705. Based on my pro forma revenue 

recommendation at present rates of $18,080,820 (including miscellaneous revenue of 

$1,529,456), I recommend a rate increase of $1,637,884 or 9.90% of total rate revenue.  

To summarize, I am recommending the following adjustments to the PWSB's claim, as 

shown in Schedule ACC-17: 

Residential Consumption ($87,714) 
Commercial Consumption $100,672 
Customer Growth Adjustment $80,890 
Wholesale Sales $128,389 
Private Fire Service $20,881 
Incremental Power Expense ($23,941) 
Mis. Non-Operating Revenue $8,506 
State Surcharge Revenue $475 
Salaries and Wages $225,228 
Payroll Tax Expense $17,230 
Pension Contributions $69,165 
Police Details $20,324 
General Liability Insurance $50,000 
Property Taxes $75,822 
Operating Revenue Allowance $785,578 
  
Total Reduction to PWSB’s Claim $1,471,503 

 9 

10 

11 
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Q. Does this conclude your testimony? 

A.   Yes, it does. 
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