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INTERVENOR CITY OF WARWICK’S POSITION STATEMENT

Now comes the City of Warwick (“Warwick™), by and through its City Solicitor, and
hereby provides this Position Statement in opposition to the Providence Water Supply Board’s
(“Providence”) petition to revise its present rate structure (“Petition™){Assigned Docket No.:
4406). As set forth in the Petition, Providence secks to obtain revenue increases of some $14
Million Dollars from a variety of sources. Of particular concern to Warwick is Providence’s
request to substantially and immediately increase the wholesale water sales rate from $1,697.21
per million gallons to $2,253.99 per million gallons ' — this proposed tariff change represents a
nearly 33 percent increase from the present wholesale water sales rate (the “Rate Increase”)’. As
proposed, the Rate Increase will result in Warwick’s annual wholesale water purchase expense to
increase by more than $1.8 Million Dollars. ° The Rate Increase will provide Providence with
more than an additional $5.4 Million Dollars in annual wholesale water sales revenue — nearly 40
percent of the $14 Million Dollar revenue increase sought in the Petition. * This substantial
increase in the wholesale water sales rate is occurring all at once. Warwick budgeted just over
$5.5 Million Dollars for bulk water purchases from Providence in Fiscal Year 2014. However,
the Rate Increase is proposed to take effect on January I, 2014 — the middle of the Warwick’s

fiscal year. This places Warwick in an untenable budget position; internalize the more than $1.8

! See Testimony and Date in Support of the Providence Water Supply Board’s Request for (General Rate Reliefto
the Public Utilities Comenission, March 29, 2010 (Docket No.: 4406}, Schedule C - Proposed Tariffs — Bulk Sales
to Public Autherities for Resale.

? See HIS-19, page 3 of 3.
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Million Dollars in unexpected and unbudgeted expenditures associated with the Rate Increase or
adopt a mid-year rate increase to pass through this unexpected additional expense to Warwick’s
approximately 27,000 water customers. The later action would place consumers in an equally
untenable position to absorb an unanticipated expense increase.

The first ground for Warwick’s objection is that the Rate Increase includes costs,
expenses and budget planning actions, such as operation, capital and regulatory compliance
requirements that are not justified or reasonable under the circumstances. °  For instance,
Providence seeks funding of a revised infrastructure replacement program (“IFR”)
“incorporating a much more aggressive timetable for rehabilitating unlined cast iron mains.
This request is speciﬁcaily included due to the entry of a Consent Agreement between
Providence and the Department of Health (“DOH”) concerning lead abatement and infrastructure
replacement. ' This same Consent Agreement required Providence to submit “a much more
aggressive plan and timetable for implementing and conducting a system wide Unidirectional
Flushing (“UDF”) Program.” ® These two requirements to revise the IFR and UDF Programs
account for $8.5 Million Dollars of the $14 Million Dollars — roughly more than 60 percent of
the sought after new revenue under this Petition. Additional costs contained in the Petition are
also derived from compliance with Consent Order requirements — requirements which
Providence voluntarily accepted. ? In fact, Providence admits it had initially planned only to
budget about $2 Million Dollars for IFR but increased that amount to $8 Million Dollars in

response to the Consent Agreement. 19" providence did not seek input from Warwick or other

5 Id. at testimony of Boyce Spinelli, p. 4, lines 9 — 25,
§ Id. (emphasis added).
;
id.
° Id.
¥ Id. attestimony of Paul Gadoury, p.3, lines 10 — 14. See also Exhibit PG-1.
® 14, at Boyce Spinelli, p. 3, lines 7 — 12.




public authorities involved in bulk water purchases prior to entering the Consent Agreement.
Providence also did not inform nor apprise Warwick or other public authorities involved in bulk
water purchases of the dramatic and substantial economic consequences of their decision to
voluntarily execute the Consent Agreement. However, now Providence seeks Warwick and the
other public authorities involved in bulk water purchases to fund their Consent Agreement
requirements and other internal expenses largely unrelated to wholesale water purchases.

Providence has failed to show a nexus between their planned budgetary expenditures to
comply with the terms of the DOH Consent Agreement and the sale of bulk water to Warwick or
public authorities. Facially, the Rate Increase appears to have been devised as a decision of
convenience and opportunity as a means to externalize their internal expenses through bulk water
sales to Warwick and other public authorities. Based on the revenue allocations set forth in the
Petition, wholesale water will account for 30 percent of total revenue generated under the
Petition. !! Without contesting the legitimacy of the planned budgetary expenses set forth in the
Petition, Warwick asserts that it is not fair, equitable nor prudent for the PUC to approve
Providence’s externalization of its internal costs without Providence properly demonsirating a
nexus between their increased internal costs and the need for the Rate Increase to wholesale
purchasers like Warwick. Warwick asserts that lacking such a nexus, the PUC should deny the
Rate Increase.

Warwick also asserts that funding the IFR and UDF Programs on a cash basis makes no
economic sense and unfairly and imprudently requires the immediate raising of cash through rate
increases to fund long term capital improvements. Use of installment financing for IFR and
UDF Programs can help to “smooth” that expense and better match the expenditure to the life-

expectancy of the capital improvement. This represents a more economically sensible approach

" Gee HIS-17.




to funding a multi-year capital investment requirement. Municipalities customarily use long-term
capital investment financing to soften the immediate cost to taxpayers and yet provide improved
public facilities. While financing costs are associated with this approach, the long term benefits
and lessened expenditure impact on rate payers are considerable inducements to justify this
approach.

The final point of contention is the proposed date to implement the Rate Increase. The Rate
Increase should not be implemented mid-fiscal year from a municipal budgetary standpoint.
This proposed action will cause significant economic hardship on Warwick. Warwick will need
to decide whether the Rate Increase will be internalized and absorbed somehow in the present
fiscal year’s budget or externalized on to Warwick’s water consumers. This creates an untenable
dilemma that is patently unfair to Warwick and other public authorities invelved in bulk water
purchases from Providence. The proposed implementation date of January 1% for the Rate
Increase is against prudent public budgeting practices and unfairly forces Warwick to make
public policy budget decisions — whether to internalize or externalize the Rate Increase — outside
the municipality’s customary budget planning cycle. It essentially presents Warwick a problem
offering two possibilities, neither of which is practically acceptable.

For these reasons Warwick hereby requests the PUC to deny the requested relief sought

by Providence in their Petition, and in particular, the Rate Increase.
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Dated: August 23,2013

Respectfully submitted,

CITY OF WARWICK,
By and Through Its Attorney,

{s/ Peter D, Ruggiero

Peter D. Ruggiero (#5733)
Warwick City Solicitor
RUGGIERO BROCHU

20 Centerville Road

Warwick, Rhode Island 02886
Tel:  401-737-8700

Fax:  401-737-0735

E-mail Peter@RuBroc.com




CERTIFICATION

I, the undersigned, do hereby certify that I did forward a copy of the within Warwick’s
Position Statement via e-mail to all on the following service list on the 23 day of August, 2013.
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*Requested to receive hard copy of all data responses.
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Providence Water Supply Board (PWSB)
Michael McElroy, Esq.

Schacht & McElroy

PO Box 6721

Providence, Rl 02940-6721

Michael@McElroyLawOffice.com

401-351-4100

Boyce Spinelti, General Manager
Providence Water Supply Board
552 Academy Avenue
Providence, RI 02908

bspineliif@provwater.com

padourvi@provwater.com

401-521-6300

Jean Bondarevski, Director of Finance
Providence Water Supply Board

ibondarevskis(@provwater.com

mdeignan-white@provwater.com

Harold Smith

Raftelis Financial Consulting, PA
511 East Blvd.

Charlotte, NC 28203

Hsmith@raftelis.com

704-373-1199

Division of Public Utilities (Division)
Leo Wold, Esq.
Dept. of Attorney General

Lwold@riag.ri.gov

Jmunoz@riag.ti.gov

Dmacraef@riag.ri.gov

401-222-2424

150 South Main St.
Providence, RI (42903
John Spirito, Esq. Jspirito{@ripuc.state. ri.us

Division of Public Utilities & Carriers

sscialabba@ripuc.state.ri.us

Amancini@ripuc.state.ri.us

ibell@ripuc.state.ri.us

Thomas S. Catiin

Exeter Associates, Inc.

10480 Little Patuxent Parkway
Suite 300

Columbia, MD 21044

teatlinf@exeterassociates.com

410-992-7500

Jerry Mierzwa
Exeter Associates, Inc.

Imierzwal@exeterassociates.com

Kent County Water Authority (KCWA)

*Robert A. Watson, Esq. (Hard copy)
1050 Main St. Suite 23
East Greenwich, R1 02818

Rwatson247(@eox.net

401-884-1455




Timothy Brown, P.E.

General Manager Chief Engineer
Kent County Water Authority
PO Box 192

West Warwick, RI 02893-01592

thrownf@kentcounty water.org

401-821-9300

Christopher Woodcock
Woodcock & Associates, Inc.
18 Increase Ward Drive
Northborough, MA 01532

Woodcock{mw-a.com

508-393-3337

Bristol County Water Authority (BCWA)
Joseph A. Keough, Jr., Esq.

Keough & Sweeney

41 Mendon Ave.

Pawtucket, RI 02861

ikeoughjr@keoughsweeney.com

401-724-3600
401-724-9909

Pamela Marchand, Executive Director
Bristol County Water Authority

pamelamf( 1 1 @email.com

David Russell,
Russel] Consulting

davidrussell0] 5t@dcomeast.net

City of Warwick

*Peter Ruggiero, City Solicitor (Hard copy)
David R. Petrarca, Jr. Esq.

RUGGIERO BROCHU

20 Centerville Road

Warwick, R1 02886

peter(@rubroc.com

david{@rubroc.com

maryann{@rubroc.com

401-737-8700

City of East Providence
Timothy Chapman, Esq.

East Providence City Solicitor
145 Taunton Avenue

East Providence, R1 02914

tchapmand@citvofeastprov.com

401-435-7523

File original and nine (9) copies w/:
Luly E. Massaro, Commission Clerk
Public Utilities Commission

89 Jefferson Bivd.

Warwick, RI 02888

{uly.massaro@puc.ri.gov

cvnthia.wilsonfrias@puc.ri.gov

sharon.colbyecamara@puc.ri.cov

401-780-2107

Inferested Parties:

Douglas Jeffery
Town of Johnston

diefirev{@johnston-ri.us

401-553-8866

Seth Lemoine, P.E. Director
Smithfield Dept. of Public Works

slemoinef@smithfieldri.com

401-233-1034
Ext. 102

Raymond DiSanto, General Mgy,
East Smithfield Water District

rdisanto(@eastsmithfieldwater.com

401-231-6990

Ken Burke, General Mgr.
RI Water Resources Board

Ken.burkef@wrb.ri.gov

401-222-4890

/s/ Marvann Leonardo




