REBUTTAIL, TESTIMONY
of

JEANNE BONDAREVSKIS

before the

PUBLIC UTILITIES COMMISSION

for

‘PROVIDENCE WATER

August 2009

Docket No. 4061




\ooo\woxu’ﬁuw[\)»_.i

NN N /e b e e e el e el
N —m O VW 0 3 N Wi AW = O

24
25
26
27
28
29
30

PROVIDENCE WATER SUPPLY BOARD
REBUTTAL TESTIMONY OF
JEANNE BONDAREVSKIS
Please state your full name and title?

Jeanne Bondarevskis, Director of Finance for the

Providence Water Supply Board (Providence Water).

How long have you been employed by Providence Water?
I have been employed since March of 1987 or approximately

22 years.

Would you please state your education, background and

professional associations?

I have a Master's Degree in Business Administration from
Bryant College. I graduated Magna Cum Laude from
Providence College with a Bachelor of Science Degree,

majoring in Accounting.

I have worked for Providence Water since March of 1987.
Prior to becoming Director of Finance, I was responsible
for the Aécounting area, the preparation of wvarious
reports, assistance to outside consultants and/or
auditors, and I was Acting Director of Finance. I have
participated to some degree in all of Providence Water’s

PUC and Division filings dating back to Docket 1900.

Since August of 1994, I have been a member of the New
England Water Works Association Program Committee. I
also am a member of the American Water Works Association
and New England Water Works Association. Since January
of 2002, I have been Treasurer of the Rhode Island Water

Works Association.
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Please explain your duties and responsibilities.
As Director of Finance I am responsible for Accounting

and Financial Planning.

What is the purpose of your testimony?
To provide rebuttal testimony in support of Providence

Water’s request to increase Operating Reserves from 3% to

5%.

Do you agree with Mr. Catlin’s suggested adjustments to
the Operating Reserve request by Providence Water?

Not totally. I do agree that the unrestricted component
of the reserve (which is for unanticipated expenses) can
remain at the present level of 1%. The primary reason
for this is that Providence Water has an excellent track
record of managing and controlling‘operating expenses and
is confident in its ability to keep overall operating
expenses within budget.

However, I definitely disagree with Mr. Catlin’s
contention that the restricted component of the reserve
(which 1s for revenue shortfalls due to reduced
consumption) should remain at the present level of 2%. Of
Providence Water’s total revenue, 83.1%' is derived from
consumption based revenue. This results in Providence
Water being excessively dependent on variable revenue

which is severely impacted by weather conditions and the

1
Docket 3832.

Source: HJS Exhibit 11 Update in Providence Water’s Compliance Filing in

2-
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economy .

Has this over reliance on consumption based revenue been
a problem?

Yes. Providence Water has only recently finalized the
consumption amounts for FY 2009 and had not previously
provided them to the Division, Commission or Intervenors.
However, for the <fiscal year ended June 30, 2009,
Providence Water experienced dramatically reduced
consumption revenue compared to the consumption amounts
projected in Docket 3832. Overall consumption was down
8.5%, or 2,540,289 hcf below the 29,784,585 projected in
Docket 3832.

Was this billed consumption?
Yes. Please see attached Exhibit JB1, which shows billed

consumption.

Have you calculated the revenue impact of the reduced
consumption revenue?

Yes. As shown on the attached Exhibit JB1l, at Docket 3832
rates, the dollar shortfall is $4,345,864.

For the fiscal year ended June 30, 2009 when consumption
revenues were down $4,345,864, how much did the 2%
restricted revenue reserve generate?

The 2% restricted revenue reserve for shortfalls

generated only $1,103,696 in this period.
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Do you have any thoughts as to what caused this much
reduced production?

One primary factor was the cool and wet weather.
Temperature and rainfall can have a significant impact on
consumption. In my opinion, the poor economy was an
important secondary factor on reduced water use. This
can be demonstrated by the fact that during FY 2009,

October, November, February and March were the lowest

. production months shown on Exhibit JBZ2. December and

January, while not the lowest, were also well below

average.

In light of +this, what is Providence Water’'s overall
request with respect to the operating reserves?

Providence Water requests that the total reserve be
increased from the current 3% to 5%, as indicated in our
direct testimony. However, we would modify our request
for 1% being unrestricted, and 4% being restricted to

address revenue shortfalls.

In this manner, the unrestricted component remains at 1%,
while the restricted portion, which requires PUC approval

to use, would increase to 4%.

Would a 4% revenue reserve in Docket 3832 have totally
eliminated the recently experienced revenue shortfall?

No. Even at 4%, the restricted revenue reserve would have
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only generated one half of the $4.4 million revenue
shortfall, or approximately $2.2 million. Providence
Water 1s not attempting to eliminate all risk. It is
attempting to reduce risk to a prudent level. The
ratepayers are protected because the «reserve 1is

restricted.

What would the result be if the requested increase is not
granted?

Without the ability to predict outside factors such as
temperature, precipitation and the economy, it 1is
difficult to say, but without an increase in the
restricted reserve, there clearly is increased risk of
revenue shortfalls which could negatively impact
Providence Water’s ability to provide adequate levels of
service to its customers and/or to fund critical
restricted accounts required for infrastructure
replacement, lead service replacements, and needed

capital improvements.

Didn’t the original direct testimony state that the

potential implementation of conservation rates was one

factor considered in the request +to increase the
operating reserve?

Yes, that is true. The potential impact of conservation
rates on consumption revenue reliability has been
eliminated from Providence Water’s assessment of revenue

reserve requirements at this time due to the delayed

5.
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implementation.

Does this conclude your testimony?

Yes it does.
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