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Q.  Could you please identify yourself and your place of work for the record? 1 

A.  My name is Seth Magaziner and I am the General Treasurer of the State of Rhode Island.  2 

My office is located at the State House in Providence, Rhode Island and I have been 3 

fortunate to serve as Treasurer since January of 2015. 4 

 5 

Q. Did you review any materials prior to submitting your testimony?  6 

A. Yes.  I reviewed all of the documents available in this general rate filing, all of the 7 

documents related to the CSO Phase III project available on NBC’s website including the 8 

affordability analysis, and all of the financial information provided on NBC’s website 9 

including current and prior year budgets and NBC’s capital improvement plan. 10 

Additionally, I have reviewed a number of reports detailing assistance programs for 11 

economically vulnerable ratepayers that have been adopted by other sewer and water 12 

utilities. 13 

  14 

Q.  What does the General Treasurer do? 15 

A. By law, the General Treasurer has a number of responsibilities.  As Treasurer I am the 16 

primary steward of most funds of the state and responsible for the proper disbursement of 17 

those funds. Our office houses and provides support to the state retirement board, state 18 

investment commission, and the public finance management board (PFMB). The General 19 

Treasurer also has a role in the administration of state liabilities, including the state’s 20 

bonding, pension liabilities and other post-employment liabilities. Our office manages a 21 

number of state programs including the Unclaimed Property Division, Crime Victims 22 

Compensation Fund and college savings plans. Additionally, by nature of my position I 23 
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serve as chair, ex-officio or as a member on a number of boards and commissions of the 1 

state and of state quasi-public agencies. 2 

 3 

Q. How does your role as General Treasurer relate to this matter? 4 

A. My responsibilities as Chair of the PFMB and as the executive responsible for the Office 5 

of Debt Management compel me to be involved in this matter. 6 

 7 

 Under Rhode Island law, the PFMB is tasked with monitoring public borrowing practices 8 

at the state, quasi-public, public, and municipal levels, issuing advisory opinions to these 9 

entities on matters of public debt and publishing a comprehensive report on public debt 10 

capacity in Rhode Island every two years. To support these efforts, in 2016, the General 11 

Assembly passed legislation that created an Office of Debt Management within my 12 

office.   13 

 14 

 In accordance with these responsibilities, my staff and I spend a lot of time studying 15 

issues of public debt affordability at all levels. I believe it is clear that the General 16 

Assembly intended the PFMB and our office to not just be passive observers on these 17 

matters, but to weigh in when we have concerns about the affordability of existing or 18 

planned public debt.  19 

 20 

Narragansett Bay Commission (“NBC”) has historically been one of the largest issuers of 21 

public debt in Rhode Island. According to NBC’s Fiscal Year 2019 Budget, total 22 
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outstanding debt as of June 30, 2018 was more than $594 million1. Additionally, the 1 

NBC’s capital improvement plan calls for nearly $300 million of additional borrowing 2 

between now and Fiscal Year 20242, primarily to support phase three of the Combined 3 

Sewer Overflow (CSO III) program.  4 

 5 

While the details of the financing of CSO III are still subject to change, it appears that 6 

CSO III will require the largest amount of borrowing for any infrastructure project in 7 

state history. 8 

 9 

I can speak for myself, Treasury, and the PFMB when I say that we are very appreciative 10 

of the work that NBC has done to improve our state’s environment and strengthen our 11 

economy. I am also hopeful that the CSO III project will move forward to further 12 

enhance this work. But in our view, the level of existing and planned borrowing has 13 

caused us to reach the point where a serious discussion must be had about the 14 

affordability of this debt to ratepayers.  15 

 16 

Q.   Can you elaborate on how you define and measure the affordability of public debt? 17 

A.  Yes.  There are many different measures that can be used to assess the affordability of 18 

public debt, and the PFMB and Office of Debt Management look at many metrics when 19 

attempting to determine the level of public borrowing that is affordable. Generally 20 

                                                           
1 See Narragansett Bay Commission Fiscal Year 2019 Budget: 
http://www.narrabay.com/media/1390/FY%202019%20Budget.pdf at page 341. 
2 Id. at p. 289. 

http://www.narrabay.com/media/1390/FY%202019%20Budget.pdf
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speaking however, most of the metrics commonly used to assess debt affordability fall 1 

into two categories.  2 

 3 

The first category of metrics compare the cost of debt service payments to the availability 4 

of revenue to make those payments. Here, we look at the ability of the agency, in this 5 

case NBC, to raise revenues, and whether those revenues will exceed the cost of the 6 

agency’s operating expenses and debt service commitments, usually with an additional 7 

margin of safety. The specific metrics used here are typically called coverage ratios or 8 

additional bonds tests. 9 

 10 

By this set of metrics, we feel that NBC is in good shape. By our estimates, in fiscal year 11 

2018 NBC raised 1.32x the net revenue necessary to meet its debt service payments, 12 

which compares favorably to credit rating agency guidance and is roughly in line with 13 

NBC’s closest peers in other states. Additionally, NBC has fairly broad authority to raise 14 

rates to meet the larger projected debt service costs in the future, subject to PUC 15 

approval. 16 

 17 

However, there is a second category of debt affordability metrics that are also considered 18 

by the PFMB, Treasury and the public finance community at large. This set of 19 

considerations has to do with the ability of the underlying population to afford the rates 20 

that are being charged. This is the area where our concern lies. 21 

 22 
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Q.   What is it that makes you concerned about affordability of NBC’s borrowing for 1 

ratepayers? 2 

A. The EPA measures affordability of sewer rates through a residential indicator. Under this 3 

measure, the area serviced by a utility like NBC is assigned a Financial Capability Index 4 

Score, and this score determines how high a rate the EPA would define as a “high 5 

burden”. 6 

 7 

 In the CSO Control Facilities Phase III Amended Reevaluation Report published by NBC 8 

in 2017, the NBC service area was found to have a “Mid-Range” Financial Capability 9 

Score3, which means that the EPA would consider a sewer rate to be a high burden if the 10 

rate exceeds 2% of median household income. 11 

 12 

 While the proposed rates for next year do not exceed 2% of median income across the 13 

whole service area, it is important to note that the service area contains dramatic 14 

differences in income levels from neighborhood to neighborhood, and that the proposed 15 

rates for the coming year are unaffordable for broad swaths of the community that NBC 16 

serves. 17 

  18 

NBC projects that under the rate case currently being considered, the bill for the average 19 

residential customer would increase to $518.11. This would exceed 2% of annual income 20 

for any household earning $25,905.50 per year or less. According to the United States 21 

                                                           
3 See CSO Control Facilities Phase III Amended Reevaluation Report – Volume 1, November 2017: 
http://www.narrabay.com/media/1499/PROG_Vol1PhIIIAmendedReevalReport_20171113.pdf at page 23 of 
Chapter 1. 

http://www.narrabay.com/media/1499/PROG_Vol1PhIIIAmendedReevalReport_20171113.pdf
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Census Bureau, in 2017 there were more than 40,0004 households in the NBC service 1 

area who earned less than this amount, and for whom the proposed rates are likely 2 

unaffordable.  3 

 4 

 While public borrowing is not the sole cause of this cost burden, it is a major contributing 5 

factor. Debt service is NBC’s largest expenditure, projected to represent more than 46% 6 

of the current year’s budget. This number will likely increase in the future as the CSO III 7 

project progresses. 8 

 9 

Q.   How are rates projected to become more unaffordable in the future? 10 

A: As NBC embarks on the CSO III project and other capital improvements, rates are 11 

projected to become more unaffordable for many people in the coming years. In fact, 12 

rates are projected to exceed NBC’s own affordability standard. 13 

 14 

The 2017 CSO Control Facilities Phase III Amended Reevaluation Report states “NBC 15 

considers a sewer rate that exceeds 2% of any member community’s median household 16 

income and/or a rate that exceeds 2% of household income for more than one-third of its 17 

ratepayers to be unaffordable.”5  18 

 19 

                                                           
4 This represents the total number of households according to available census data earning $24,999 or less in the 
communities of Providence, Pawtucket, Central Falls, North Providence, Cumberland, Lincoln and Johnston.  East 
Providence, Smithfield and Cranston communities were not included.  Census data available here: 
https://factfinder.census.gov/faces/nav/jsf/pages/index.xhtml. 
5 See CSO Control Facilities Phase III Amended Reevaluation Report – Volume 1, November 2017: 
http://www.narrabay.com/media/1499/PROG_Vol1PhIIIAmendedReevalReport_20171113.pdf at pages 3 and 40. 

https://factfinder.census.gov/faces/nav/jsf/pages/index.xhtml
http://www.narrabay.com/media/1499/PROG_Vol1PhIIIAmendedReevalReport_20171113.pdf
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In the same report, NBC projects that rates will exceed this standard on both counts. By 1 

2026 across the whole service area, rates are projected to exceed 2% of income for 36% 2 

of households and are projected to exceed 2% of median income for the City of Central 3 

Falls.6 4 

 5 

Again, much of this cost burden is driven by projected borrowing to finance the CSO III 6 

and other projects. 7 

 8 

Q.   How does the affordability of NBC’s rates compare with its peers? 9 

A: It depends on how you look at it. In their FY 2019 budget, NBC includes data comparing 10 

2017 annual sewer rates in 27 cities including Providence based on consumption of 120 11 

HCF.7 By this measure, sewer costs in Providence rank 15th of the 27 cities.  However, it 12 

is worth noting that of the 26 other cities surveyed 21 have higher median household 13 

incomes than Providence.  What is affordable in a city with a median income level of 14 

$50,000 or $60,000 per year might not be affordable in a city like Providence with a 15 

median income of approximately $40,000 per year. This is why EPA affordability 16 

guidance is tied to income level. 17 

 18 

 19 

 20 

 21 

                                                           
6 Id. at p. 40 of Chapter 1. 
7 See Narragansett Bay Commission Fiscal Year 2019 Budget: 
http://www.narrabay.com/media/1390/FY%202019%20Budget.pdf at page 346. 

http://www.narrabay.com/media/1390/FY%202019%20Budget.pdf
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Q.   What happens when rates are unaffordable? 1 

A: There are a number of impacts from high utility rates, but clearly the most significant 2 

impact is that high rates erode the ability of low- and moderate-income families to meet 3 

basic needs, to build wealth, and to fully participate in the economy.  4 

 5 

NBC’s rates on residential users are a combination of flat fees and consumption-based 6 

charges. I am not aware of any research that shows that low- or moderate-income 7 

households use significantly less water than wealthy households, so it stands to reason 8 

that the total annual cost of NBC bills are similar for all residential ratepayers regardless 9 

of income level. By NBC’s own analysis, many Rhode Islanders will be paying as much 10 

as 4% of their total household income on their sewer bills in the coming years.8 That is 11 

money that these individuals will not have to pay for basic needs like food and medicine, 12 

will not have on hand to help cover emergencies, and will not be able to use to save for 13 

retirement or higher education. For families who make six figure incomes, a $600 sewer 14 

bill may be affordable. But for many other families, it represents a real economic 15 

hardship. 16 

 17 

Additionally, there could be larger demographic and macroeconomic impacts from high 18 

utility rates. At a certain point, if it becomes unaffordable for low- and moderate-income 19 

families to live in the NBC service area, many of these individuals will move elsewhere 20 

either in Rhode Island or out of state. This could shrink the rate base and drive further 21 

                                                           
8 See CSO Control Facilities Phase III Amended Reevaluation Report – Volume 2, November 2017: 
http://www.narrabay.com/media/1500/PROG_Vol2PhIIIAmendedReevalReport_20171113.pdf at Appendix 14. 

http://www.narrabay.com/media/1500/PROG_Vol2PhIIIAmendedReevalReport_20171113.pdf
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cost increases for remaining NBC customers beyond what is already projected. I have not 1 

seen these risks incorporated in any analysis of projected NBC rates to date. 2 

 3 

Q. What is the goal of your intervention in this matter? 4 

A. I would like to answer that question by first stating what my purpose is not.  I would like 5 

to make it clear that the purpose of my testimony is not to object to the CSO III project or 6 

any of the other capital improvements proposed by NBC. I believe that the CSO III 7 

project will provide for a cleaner environment and a stronger economy, and I do not wish 8 

to impede or delay the project in any way. Nor is my goal to oppose NBC’s case that it 9 

should raise more revenue to achieve these ends in the coming year than it has in the past. 10 

 11 

 I wish to raise the concern that NBC’s rates are already unaffordable for many people and 12 

are projected to become even more unaffordable in the near future. Therefore, my goal 13 

with this intervention is to work with NBC, the DPUC and any other relevant intervenors 14 

to develop a plan to assist low income ratepayers in bearing the cost of these rate 15 

increases. My hope is that we will be able to reach consensus on such a plan for the PUC 16 

to consider as part of this general rate filing later in the spring. 17 

  18 

Q.   Do you have a proposal for a plan to assist low- and moderate-income rate payers? 19 

A: While the details can only be worked out in collaboration with NBC and the DPUC, a 20 

resolution might be a system where low-income ratepayers could be eligible for discounts 21 

or rebates to help shield them from the cost of increasing rates. The cost of such a 22 

program would be charged to the remainder of the rate base. Whatever resolution is 23 
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reached the ultimate goal is not just to provide relief to ratepayers who run into trouble 1 

paying their bills; the goal is to help prevent people from getting into trouble in the first 2 

place. 3 

 4 

Q.   Have other utilities adopted solutions similar to what you seek in this matter? 5 

A: Yes.  Here in Rhode Island, the PUC recently granted approval last spring in Docket No. 6 

4780 for National Grid to adopt a tiered, progressive rate structure for electric bills, 7 

where low-income ratepayers can apply for discounts to their bills.  8 

 9 

Outside Rhode Island there are numerous examples of sewer and water authorities like 10 

NBC adopting programs to assist various types of income constrained ratepayers. In 2016 11 

the EPA published a report listing more than 200 such programs at sewer and water 12 

utilities across the country. These programs include bill discounts, flexible terms, lifeline 13 

rates and temporary assistance. 14 

 15 

It is too early to say which model of program will work best in the Rhode Island context. 16 

Our hope is that this process will allow us to work with NBC, the DPUC and others 17 

through the spring to identify a good model that will create a fair and equitable system for 18 

distributing ratepayer costs going forward. 19 

 20 

 21 

 22 

 23 
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Q.   Why should the PUC consider the issues you raise?  1 

A: First of all, rates are already unaffordable for many thousands of people, and will become 2 

even more so under this rate filing. That alone makes this a good time to be engaging in 3 

this conversation. 4 

 5 

Second, although this filing does not deal with the CSO III directly, design and site 6 

acquisition work related to CSO III is expected to begin in the coming year. There is 7 

broad understanding that CSO III will add to the burden for lower income ratepayers, and 8 

I believe it would advantage the PUC and the ratepayers for us to get out in front of this 9 

issue and develop a plan now to make this plan more affordable for as many of our 10 

residents as possible. 11 

 12 

Q. Is there anything else you would like to add at this time? 13 

A: I want to extend my appreciation to all of the parties in this matter, particularly NBC, the 14 

DPUC, and the PUC.  In the preliminary conversations we have had with NBC and the 15 

DPUC in advance of our filing, the leadership teams at both organizations have been very 16 

helpful and open to engaging with us through the intervention process. 17 

 18 

There seems to be a common understanding among all parties that NBC’s work to clean 19 

up our waterways is vital to the State and all of its residents.  There is also a common 20 

understanding that rising rates are placing an increasing burden on low- and moderate-21 

income families. 22 

  23 
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I am optimistic that with these common understandings as a foundation, we can work 1 

together through this process to develop a solution that will allow NBC’s important work 2 

to continue unimpeded, and also allow the costs of that work to be distributed in a more 3 

equitable and fair fashion. 4 

 5 

Q. Does this conclude your testimony? 6 

A. Yes.  Thank you.   7 




























































