Eg Sayer Regan o Thayer, LLp

ATTORNEYS AND COUNSELLORS AT LAW

August 20, 2019
Via regular mail and email Luly.massaro@puc.ri.gov

Luly E. Massaro, Commission Clerk
Rhode Island Public Utilities Commission
89 Jefferson Boulevard
Warwick, RI 02888
Re:  City of Newport, Utilities Department, Water Division; PUC Docket No. 4933

Dear Ms. Massaro:

Please find enclosed for filing in the above-referenced case, (1) original and (9) copies
the following:

1. Town of Middletown’s Supplemental Responses to Newport Water 1% Set of
Data Requests;

Should you have any questions, or need further information, please do not hesitate to

contact this office. Thank you for your attention to this correspondence.

Sincerely,
Andrea Richardson, Paralegal

/ar
Service List via Email
Enclosures

NEWPORT 130 Bellevue Avenue, Newport Rhode Island 02840  TEL: (401) 849-3040  FAX: (401) 849-4330

Helping you meet challenges and seize opportunities www. SRT-LAW. com



STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

PUBLIC UTILITIES COMMISSION

IN RE: CITY OF NEWPORT, UTILITIES DEPARTMENT, WATER DIVISION
APPLICATION TO CHANGE RATE SCHEDULES DOCKET NO. 4933

THE TOWN OF MIDDLETOWN’S SUPPLEMENTAL RESPONSES TO THE CITY OF
NEWPORT, UTILITIES DEPARTMENT, WATER DIVISION’S FIRST SET OF DATA

NW 1-18:

REQUESTS (REVISED)
(JULY 15, 2019)

Regarding Mr. Russell’s testimony on Pg. 22 that “In the long run the present
value of the short run savings minus the present value of the additional debt
service payments, may be close to

zero or a relatively small negative amount (net cost increase).”:

a. Please state all facts supporting this testimony.

b. Please provide supporting documentation relied upon by Mr. Russell in
support of this testimony.

C. Please provide a worksheet that shows this calculation and includes all

assumptions made in making the calculation.

Original Response:

a. First, Mr. Russell did not make a detailed NPV analysis of the savings (short
term cost reduction) versus the long-term costs (future debt service payments).

He did, however, outline the approach that should be used. Again, a useful/close
estimate of this NPV can only be made when the amounts, timing and other terms
of each debt and loan instrument, are provided by Newport Water and their
financial Advisors. Another key input is the appropriate discount rate to use. The
parties may have considerable disagreements on what that value should be. Mr.
Russell’s professional opinion as stated in his testimony is that unless the NPV
shows that the additional cost is much higher than the savings, debt funding is
preferred to using current revenues to pay for Major Fixed Assets.

b. and c. Notwithstanding the foregoing, Mr. Russell has made rough estimates of
the requested NPV. The bottom line of this analysis results in a positive NPV
(NPV of the short run savings is greater than the NPV of the long run additional
costs) assuming a discount rate of both 4% and 6%.

Supplemental Response:

See attached Worksheet



RIPUC Docket No. 4933

PV of Savings

Present Value (PV)

Present Value (PV) analysis (approximation) of Alternative Debt Funding of 2 Projects

P/F is the single payment Present Worth Factor

PV equals Future Value (FV) X P/F (6%) Disc. Rate
2019 $633,965 2020 $672,000 0.9434
2019 $712,000 2021  $800,000 0.8900
2019 $51,216 2022 $61,000 0.8396
2019 $270,106 2023  $341,000 0.7921
2019 $761,499 2024 $1,019,000 0.7473
PV of Savings 52,428,785 2019
P/A is the Uniform Series Present Worth Factor
PV of Add'l Costs equals Annual Payment (Avg.) X P/A (6%) Disc. Rate
2024 $1,353,500 $125,000 10.8280 18 years
2024 $1,720,500 $150,000 11.4700 20 years
$3,074,000 2024
PV equals Future Value X P/F (6%]) Disc. Rate
PV of AddlI Costs $2,297,200 2019 $3,074,000 0.7473
NPV of Savings $131,585 Present Value of Savings minus Present Value of Add'l Costs

RUSSELL CONSULTING, LLC




NW 1-23:

Regarding Mr. Russell’s testimony on Pg. 24 that “The present value (PV) of
short run savings minus the PV of two additional debt service payments 19 and 20
years in the future, may be close to zero or somewhat negative (Net PV of
additional costs exceed the Net PV of savings)™:

a. Please state all facts supporting this testimony.

b. Please provide supporting documentation relied upon by Mr. Russell in
support of this testimony.

C. Please provide a worksheet that shows this calculation and includes all

assumptions made in making the calculation.

Original Response:

a. Please see response to NW1-18. a.

b. and c. Notwithstanding the foregoing. Mr. Russell has made rough estimates of
the requested NPV. The bottom line of this analysis results in a positive NPV
(NPV of the short-run savings are greater than the NPV of the long run additional
costs) assuming discount rates of both 4% and 6%.

Supplemental Response:

See attached Worksheet



RIPUC Docket No. 4933

PV of Savings

Present Value (PV)

Present Value (PV) analysis (approximation) of Alternative Schedule and Funding of the System Wide Main Improvements

P/F is the single payment Present Worth Factor

PV equals Future Value X P/F (6%) Disc. Rate
2019 S0 2020 S0 0.9434
2019 $113,920 2021 $128,000 0.8900
2019 $284,624 2022 $339,000 0.8396
2019 $135,449 2023  $171,000 0.7921
2019 $174,868 2024  $234,000 0.7473
PV of Savings $708,862 2019
PV of Add'l Costs equals Future Payment X P/F {6%) Disc. Rate
2024 $119,805 $322,578 0.3714 17 years
2024 $112,656 $321,598 0.3503 18 years
2024 §73,135 $221,285 0.3305 19 years
2024 $68,653 $220,182 0.3118 20 years
$374,249 2024
PV of Addl Costs $279,676 2019 $374,249 0.7473
NPV of Savings 429,1 Present Value of Savings minus Present Value of Add'l Costs

RUSSELL CONSULTING, LLC




CERTIFICATION

I hereby certify that on August:za, 2019, I sent a copy of the within to all parties set forth on the
attached Service List by electronic mail and copies to Luly Massaro, Commission Clerk, by

electronic mail and regular mail.

/

(

Andrea Richardson, Paralegal

Parties/Address

E-mail Distribution

Phone

Joseph A. Keough, Jr., Esq.
Keough & Sweeney

41 Mendon Ave.
Pawtucket, Rl 02861

ikeoughjr@keoughsweeney.com;

Julia Forgue, Director of Public Works
Newport Water Department

70 Halsey St.

Newport, Rl 02840

iforgue@cityofnewport.com;

Isitrin@ CityofNewport.com;

rschultz@CityofNewport.com;

wyost@CitvofNewport.com;

401-724-3600

401-845-5601

Harold Smith

Raftelis Financial Consulting, PA
511 East Blvd.

Charlotte, NC 28203

Hsmith@raftelis.com;

704-373-1199

Tiffany Parenteau, Esq.
Christy Hetherington, Esq.
Dept. of Attorney General
150 South Main St.
Providence, Rl 02903

Chetherington@riag.ri.gov;

TParenteau@riag.ri.gov;

| pat.smith@dpuc.ri.gov;

John.bell@dpuc.ri.gov;

al.mancini@dpuc.ri.gov;

Mfolcarelli@riag.ri.gov;

dmacrae@riag.ri.gov;

401-222-2424

Jerome Mierzwa

Lafayette Morgan

Exeter Associates, Inc.

10480 Little Patuxent Parkway, Suite 300
Columbia, MD 21044

imierzwa@exeterassociates.com;

Imorgan@exeterassociates.com;

410-992-7500

Dept. of Navy (DON)

Kelsey A. Harrer, Assistant Counsel
Department of the Navy,

Office of the General Counsel
6506 Hampton Blvd.

Kelsey.a.harrer@navy.mil;

757-322-4119




Norfolk, VA 23508-1278

Dr. Kay Davoodi, Director

Larry Allen, Public Utilities Specialist
Utilities Rates and Studies Office
NAVFAC HQ, Department of the Navy
1322 Patterson Avenue SE

Suite 1000

Washington Navy Yard, D.C. 20374

Khojasteh.davoodi@navy.mil;

Larry.r.allen@navy.mil;

Maurice Brubaker

Brian Collins

Brubaker and Associates, Inc.
PO Box 412000

St. Louis, MO 63141-2000

mbrubaker@consultt;li.égm;

beollins@consultbai.com;

| 401-724-3600

Portsmouth Water & Fire District (PWFD)
Adam M. Ramos, Esq.

Christine E. Dieter, Esq.

Hinckley, Allen & Snyder

100 Westminster St., Suite 1500
Providence, RI 02903

aramos@haslaw.com:

cdieter@hinckleyallen.com;

cwhaley@hinckleyallen.com;

stroke@hinckleyallen.com;

Jessica C. Lynch, PWFD

ilvnch@portsmouthwater.org;

Christopher P.N. Woodcock

Woodcock@w-a.com;

508-393-3337

David Bebyn

dbebyn@gmail.com;

| Town of Middletown (Middletown)

Peter Regan, Esq.
Mark Boivin, Esq.
Sayer Regan & Thayer, LLP
130 Bellevue Ave.

Newport, Rl 02840

Pregan@SRT-law.com;

401-849-3040
x-233

mboivin@srt-law.com;

arichardson@srt-law.com;

David Russell, P.E.
Russell Consulting LLC

Davidrussell015@comcast.net;

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

89 Jefferson Blvd.

Warwick, Rl 02888

Luly.massaro@puc.ri.gov;

John.harrington@puc.ri.gov;

401-780-2107

Margaret.hogan@puc.ri.gov;

Cynthia.WilsonFrias@puc.ri.gov;

PAlan.nault@puc.ri.gov;

Sharon.ColbyCamara@puc.ri.gov; |




