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Surrebuttal Testimony of Thomas S. Catlin 

Introduction 1 

Q. WOULD YOU PLEASE STATE YOUR NAME AND BUSINESS 2 

ADDRESS? 3 

A. My name is Thomas S. Catlin.  I am a principal with Exeter Associates, Inc.  Our 4 

offices are located at 5565 Sterrett Place, Suite 310, Columbia, Maryland 21044.  5 

Exeter is a firm of consulting economists specializing in issues pertaining to public 6 

utilities. 7 

Q. HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THIS 8 

PROCEEDING?   9 

A. Yes.  My direct testimony on behalf of the Division of Public Utilities and Carriers 10 

(the Division) was submitted on April 1, 2009.  My qualifications and experience are 11 

set forth in that testimony.   12 

Q. WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY? 13 

A. The purpose of my surrebuttal testimony is to respond to the rebuttal testimony of 14 

Ms. Julia Forgue, Ms. Laura Sitrin and Mr. Harold Smith that was submitted on 15 

behalf of the City of Newport Utilities Department, Water Division (Newport Water 16 

or the Water Division).  I also update the Division’s position with regard to the 17 
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overall revenue increase to which Newport Water is entitled.  The specific issues that 1 

I address in my surrebuttal testimony are identified in the Table of Contents. 2 

 3 

Employee Vacancies  4 

Q. WHAT POSITION DID NEWPORT WATER TAKE WITH REGARD TO 5 

YOUR ADJUSTMENT TO SALARIES AND WAGES TO ACCOUNT FOR 6 

EMPLOYEE VACANCIES? 7 

A. Ms. Forgue disagrees with my proposal to reflect two employee vacancies.  She 8 

argues my adjustment is overstated.  She also claims that because the vacancies are 9 

only temporary, adopting my recommendation will require Newport to permanently 10 

eliminate two positions. 11 

Q. DO YOU AGREE WITH MS. FORGUE’S ARGUMENTS? 12 

A. No.  Although it is not totally clear, Ms. Forgue’s claim that my adjustment is 13 

overstated appears to be based on the argument that the Company only had three 14 

vacant positions instead of the four that I stated existed at the time my testimony was 15 

filed.  While Ms. Forgue is correct that the response to Div. 1-6 did identify three 16 

employee vacancies as of the second quarter of FY 2009, the response to Div. 1-5, 17 

coupled with the response to Div. 2-1 seeking additional information about the vacant 18 

positions identified in Div. 1-5, identify four vacant positions.  However, since my 19 

adjustment was only based on reflecting two vacant positions, whether there were 20 

three or four vacancies is not significant. 21 

Ms. Forgue’s argument may also be that my adjustment is overstated because 22 

I included the vacant Assistant Water Protection Quality Supervisor position in 23 

calculation of the average salary and benefits per employee vacancy that I used in my 24 

calculation.  If that is the case, I would point out that inclusion of this position does 25 
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not have a significant effect.  However, for purposes of developing the Division’s 1 

updated position, I have excluded this vacant Assistant Supervisor position from my 2 

calculation of the average salary and benefits per vacancy.  This reduces my 3 

recommended adjustment from $145,752 as reflected in my direct testimony to 4 

$142,250 as shown on updated Schedule TSC-3 accompanying this testimony. 5 

With regard to Ms. Forgue’s claim that employee vacancies are temporary, I 6 

agree that specific positions are normally vacant only temporarily.  However, as I 7 

pointed out in my direct testimony, Newport has routinely and consistently had at 8 

least two vacant positions in recent years.  As a result, Newport does not have to pay 9 

100 percent of the salaries and benefits for its full complement of employees.  10 

Including salaries and benefits as though all positions are filled all of the time would 11 

overstate Newport Waters costs. 12 

Q. HAS THE COMMISSION RECOGNIZED SIMILAR ADJUSTMENTS FOR 13 

OTHER WATER UTILITIES IN RHODE ISLAND WITH WHICH YOU 14 

ARE FAMILIAR? 15 

A. Yes.  In my experience the rate year costs for both the Providence Water Supply 16 

Board and the Kent County Water Authority are routinely based on actual employee 17 

levels taking into consideration normal employee vacancies.  The same procedure is 18 

followed for The Narragansett Bay Commission. 19 

Q. DO YOU HAVE ANY OTHER OBSERVATIONS ON THIS ISSUE? 20 

A. Yes.  It is worth noting that when new union employees are hired, they are not 21 

eligible for medical coverage during the first six months of employment.  This results 22 

in additional savings to Newport Water that I have not reflected in my adjustment for 23 

employee vacancies. 24 

 25 
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Overtime 1 

Q. HAVE YOU REVIEWED MS. FORGUE’S REBUTTAL TESTIMONY 2 

WITH REGARD TO OVERTIME EXPENSE? 3 

A. Yes.  Ms. Forgue agreed, with a few minor exceptions, to my adjustment with regard 4 

to overtime.   I have accepted the overtime expense amount now proposed by Ms. 5 

Forgue and reflected in Newport’s revised revenue requirement position. 6 

 7 

Chemicals 8 

Q. DO YOU HAVE ANY COMMENTS REGARDING NEWPORT WATER’S 9 

REVISED CLAIM FOR THE COST OF CHEMICALS? 10 

A. Yes.  Newport Water has now received its bids for chemicals for FY 2010.  The 11 

prices from those bids result in only a nominal overall increase in chemical costs for 12 

the rate year compared to the prices in effect during FY 2009.  Newport Water has 13 

incorporated those prices in the revised revenue requirement claim submitted with its 14 

rebuttal testimony and I have accepted the updated costs. 15 

 16 

Consultant Fees 17 

Q. WHAT POSITION DID NEWPORT WATER TAKE WITH REGARD TO 18 

YOUR ADJUSTMENT TO CONSULTANT FEES? 19 

A. Ms. Forgue accepted my adjustment to limit the amount included for other 20 

consultant’s fees to $50,000.  However, she disagreed with my adjustments to 21 

amortize the $10,000 cost for an updated risk management study over two years and 22 

to defer the projected $50,000 cost of preparing a new cost of service study for 23 

recovery as part of the costs of Newport’s next rate case. 24 

Q. WHAT IS YOUR RESPONSE TO NEWPORT WATER’S REBUTTAL? 25 
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A. When costs, such as those for the risk management study, that are incurred only 1 

periodically are included as an annual expense, the potential is created for the 2 

overrecovery of costs in subsequent years.  However, given the small amount of the 3 

cost for the updated risk management study and the expectation that Newport Water 4 

will file another rate case later this year, I have accepted inclusion of the full cost of 5 

this study in developing the Division’s updated recommendation regarding the 6 

appropriate rate increase. 7 

I continue to disagree with Ms. Forgue’s position that the full cost of 8 

preparing a new class cost of service study should be included in rate year expenses 9 

in this proceeding because it is inappropriate to treat a study of this magnitude as an 10 

annual expense.  In response to Div. 3-5, however, Newport Water has indicated that 11 

it has already begun to incur costs for the study.  Accordingly, I am proposing to 12 

amortize the expense for the cost of service study over two years in this proceeding 13 

and have updated the Division’s recommendation to reflect this change. 14 

  15 

Motor Vehicle Fuel Expense 16 

Q. DO YOU AGREE WITH NEWPORT WATER’S REBUTTAL POSITION 17 

WITH REGARD TO MOTOR VEHICLE FUEL EXPENSE? 18 

A. No.  In her rebuttal testimony, Ms. Forgue agreed to reduce Newport Water’s original 19 

claim for gasoline and diesel fuel costs that was based on June 2008 fuel costs plus a 20 

three percent increase.  However, instead of accepting my recommendation that 21 

gasoline and diesel prices be based upon the three-month average for November 2008 22 

through January 2009, Ms. Forgue proposed to utilize a 12-month average for January 23 

2008 through January 2009. 24 
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I do not agree with Ms. Forgue’s rebuttal proposal because the use of a 12-1 

month average includes some of the highest gasoline and diesel fuel prices on record.  2 

Moreover, those prices were incurred in a time of extremely high energy prices in 3 

general prior to the current worldwide recession.  There is no information that I have 4 

seen that indicates similar motor vehicle prices are likely to be experienced again in 5 

the coming year.1 6 

Q. ARE YOU PROPOSING TO MODIFY YOUR ORIGINAL ADJUSTMENT? 7 

A. Yes.  I have updated my recommendation to reflect average gasoline and diesel fuel 8 

prices over the period October 2008 through April 2009.  As shown on updated 9 

Schedule TSC-7, I am proposing to include gasoline and diesel fuel costs of $30,102.  10 

This is $12,174 less than Newport Water’s rebuttal claim of $42,276. 11 

 12 

City Services 13 

Q. HAVE YOU REVIEWED MS. SITRIN’S REBUTTAL TESTIMONY WITH 14 

REGARD TO CITY SERVICES? 15 

A. Yes.  Ms. Sitrin’s rebuttal testimony provides a more detailed explanation and 16 

justification for several of the allocation procedures than was provided in her direct 17 

testimony.  Based on her rebuttal testimony and some of the changes in the 18 

allocations of administrative and data processing services that Ms. Sitrin has made, 19 

the allocations with which I have a disagreement have been narrowed. 20 

 

 

                                                 
1 According to the April 2009 “Short-Term Energy and Summer Fuels Outlook, published by the Energy 
Information Administration, gasoline prices are projected to be 41.3 percent lower this summer than last 
summer and diesel fuel prices are projected to be 48.0 percent lower. 
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Q. PLEASE SUMMARIZE THOSE AREAS WHERE YOU RAISED A 1 

CONCERN IN YOUR DIRECT TESTIMONY WHERE YOU NO LONGER 2 

HAVE A DISAGREEMENT WITH NEWPORT. 3 

A. The first concern that I raised in my direct was that the budget used for Newport 4 

Water in calculating its percentage of the total City budget was excessive.  I 5 

recommended that Newport Water’s approved cost of service be utilized to calculate 6 

its percentage of the budget, consistent with past practice.  In rebuttal, Ms. Sitrin has 7 

agreed to utilize the approved cost of service for Newport Water excluding the 8 

operating reserve allowance in determining its percentage of the budget, thereby 9 

resolving this issue.  (I continue to have an issue with the exclusion of the School and 10 

Library budgets from the calculation of the budget percentage applied to the City 11 

Manager, City Solicitor and Finance Administration costs, which I will address 12 

subsequently.) 13 

  Newport Water has also addressed the concerns I identified with regard to 14 

the allocation of City Council costs, Assessment Division costs, Collection Division 15 

costs and Accounting Division costs.  With regard to the City Council, Newport 16 

Water has now proposed a 5.75 percent allocation based on a revised count of agenda 17 

items.  This percentage is more realistic than the 11.40 percent allocation initially 18 

proposed and I have accepted it.  With regard to Assessment Division costs, Ms. 19 

Sitrin accepted my allocation factor.  Similarly, Ms. Sitrin updated the allocation 20 

percentage for Collection Division costs to address the concerns I raised.  Finally, 21 

after reviewing the explanation included in Ms. Sitrin’s rebuttal testimony, I have 22 

accepted Newport’s treatment of accounting costs, including the assignment of five 23 

percent of those costs directly to Newport Water.   24 
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Q. PLEASE ADDRESS THOSE AREAS WHERE YOU CONTINUE TO 1 

DISAGREE WITH THE ALLOCATION OF CITY SERVICES COSTS TO 2 

NEWPORT WATER. 3 

A. The first area where I continue to disagree with the allocations proposed by Ms. Sitrin 4 

is the exclusion of the School Department and Library from the overall City budget in 5 

determining the percentage of City Manager, City Solicitor and Finance 6 

Administration costs allocable to Newport Water.  Ms. Sitrin argues that the level of 7 

involvement of the City Council Manager and Finance Director is minimal and does 8 

not warrant the inclusion of the entire School Department and Library budgets in the 9 

budget percentage calculations.  However, the fact that there is some involvement 10 

demonstrates that it is not appropriate to simply exclude the School and Library 11 

budgets from the calculations.  It is also important to note that only the General Fund 12 

contributions to the School and Library budgets are being included in the budget 13 

percentage calculation, not the entire School and Library budgets.  The City’s General 14 

Fund contribution to the School Department represents only 61 percent of the total 15 

School Department Budget.  For the Library, the City’s contribution is 78 percent. 16 

The second area where I continue to disagree with the allocations proposed by 17 

Ms. Sitrin relates to the City Clerk.  Ms. Sitrin has proposed to allocate 5.75 percent 18 

of the costs of the City Clerk’s office to Newport Water based on the percentage of 19 

City Council agenda items associated with water issues.  This allocation fails to 20 

recognize that, in addition to the Clerk of the Council, the City Clerk also serves as 21 

the Recorder of Deeds, Registrar of Vital Statistics and Clerk of the Probate Court.  22 

Therefore, assigning 5.75 percent of the City Clerk’s office costs to Newport Water 23 

based on the same percentage as the City Council overstates the costs allocable to 24 



 
 
Surrebuttal Testimony of Thomas S. Catlin Page 9 
 

water issues.  It is my recommendation that the allocation to Newport Water remain 1 

at the one percent approved in Docket No. 3818. 2 

Q. DO YOU HAVE ANY REMAINING CONCERNS ABOUT THE 3 

ALLOCATION OF FINANCE DEPARTMENT COST OTHER THAN 4 

THAT WITH THE BUDGET PERCENTAGE DISCUSSED PREVIOUSLY? 5 

A. I am still concerned that the overall portion of Finance Department costs assigned to 6 

Newport Water is too high because it fails to give adequate consideration to the fact 7 

that Newport Water has its own Director of Finance that it shares with the WPC 8 

Division and has its own financial analyst.  However, I am prepared to accept 9 

Newport’s allocations to the Water Division in this case if the School and Library 10 

budgets are included in calculating Newport Water’s share of the total City budget 11 

used to allocate 80 percent of Finance Administration costs.   12 

 13 

 14 

Debt Service and Capital Spending 15 

Q. HAVE YOU REVIEWED MR. SMITH’S REBUTTAL TESTIMONY WITH 16 

REGARD TO YOUR RECOMMENDATIONS CONCERNING THE 17 

APPROPRIATE RATE YEAR ALLOWANCES FOR DEBT SERVICE 18 

AND THE CONTRIBUTION TO THE CAPITAL SPENDING 19 

RESTRICTED ACCOUNT? 20 

A. Yes.  Mr. Smith has accepted my proposal to utilize a two-year average for the 21 

contribution to the capital spending restricted account.  However, he points out that 22 

my recommendation regarding the average annual cost did not take into account that 23 

the project for the aeration of the 4 million gallon reservoir at Lawton Valley has 24 

been removed from the capital improvement plan (CIP).  I became aware of the 25 
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elimination of that project after my direct testimony was already complete and I agree 1 

that the contribution to the restricted fund should reflect the change. 2 

With regard to debt service, Mr. Smith agrees with recommendation that debt 3 

service should be updated to reflect the most recent information on interest rates and 4 

payment schedules.  However, rather than using the rate year debt service, Mr. Smith 5 

proposes to utilize a two-year average, which was recommended by Mr. Woodcock 6 

on behalf of Portsmouth Water and Fire District.  The use of a two-year average for 7 

debt service is consistent with the manner in which the contribution to the Capital 8 

Spending restricted account has been determined.  Accordingly, I am accepting this 9 

proposal. 10 

 11 

Meter Replacement Allocation 12 

Q. DO YOU HAVE ANY COMMENTS WITH REGARD TO NEWPORT’S 13 

REBUTTAL RELATED TO THE ALLOCATION OF METER 14 

REPLACEMENT COSTS? 15 

A. Yes.  Both Ms. Forgue and Mr. Smith noted they agreed in concept that 50 percent of 16 

meter replacement costs should be shared by wastewater customers, but disagree that 17 

all 50 percent should be allocated to Newport’s Water Pollution Control Division.  I 18 

would like to clarify that I do not disagree that the costs should be recovered from 19 

both Newport and Middletown wastewater customers.  To the extent that the 20 

Commission approves Newport Water’s proposal to change the billing procedure for 21 

the costs attributable to sewer service, then I agree that the Town of Middletown and 22 

the Newport WPC Division should each be billed for their appropriate share of the 23 

costs.  I would also note that I am in agreement with the updated level of costs 24 
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attributable to sewer service that Mr. Smith has reflect as a revenue offset in Newport 1 

Water’s rebuttal filing. 2 

 3 

Summary and Recommendations 4 

Q. PLEASE SUMMARIZE YOUR UPDATED FINDINGS AND 5 

RECOMMENDATIONS. 6 

A. As shown my updated Schedule TSC-1, it is my recommendation that Newport Water 7 

receive a revenue increase of $1,547,261 in this proceeding.  The increase is 8 

$238,870 less than the increase of $1,786,132 sought by Newport Water in its rebuttal 9 

filing.   The Division’s recommendation would require an increase of 16.57 percent in 10 

Newport’s rates while the increase sought by Newport in its rebuttal would require an 11 

increase of 19.12 percent in rates.  For comparative purposes, Newport’s initial filing 12 

sought a revenue increase of $2,690,396, which would have required an increase in 13 

rates of 28.75 percent.  Schedule TSC-12 accompanying my surrebuttal testimony 14 

shows the calculation of the rates necessary to generate the Division's recommended 15 

revenue increase of $1,547,261. 16 

Q. DOES THIS COMPLETE YOUR SURREBUTTAL TESTIMONY? 17 

A. Yes, it does. 18 

 19 
 20 
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