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   June 15, 2020 
 
Ms. Luly Massaro, Clerk 
Rhode Island Division of 
Public Utilities and Carriers  
89 Jefferson Boulevard 
Warwick, RI  02888 
 
RE: Narragansett Bay Commission Application For Borrowing Authority 
 
Dear Ms. Massaro: 
 
 On behalf of the Narragansett Bay Commission (“NBC”), enclosed you will find an 
original and four copies of an Application for Borrowing Authority. In its application, NBC 
seeks authority to obtain financing not to exceed an original principal amount of forty million 
dollars ($40,000,000) through a federal loan program established by the Water Infrastructure 
Finance and Innovation Act of 2014 (WIFIA), which is administered by the United States 
Environmental Protection Agency (USEPA). The proceeds will be used to fund NBC’s Bucklin 
Point Resiliency Project along with CSO Phase III A Facilities costs incurred prior to August 27, 
2019. Included in the application package is a copy of the proposed notice to be published in the 
Providence Journal. Please let me know if the proposed notice is acceptable and please contact 
me with a hearing date so it can be published.  
 

Thank you for your attention to these matters. 
 

Sincerely, 
 
 

Joseph A. Keough, Jr. 
 

Enclosures 
 
cc: RI Attorney General’s Office (Attn. Christy Hetherington, Esq.) 

JKeough
New Stamp
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CERTIFICATE OF SERVICE 
 
 
 
 
 
 
 I, Karen L. Giebink, hereby certify that I have, this 15th day of June, 2020 caused a 
copy of the within application filed under Section 39-3-15 for the Narragansett Bay 
Commission to be served on all parties designed on the official service list in this 
proceeding. 
 
  
 
 
 
 
      __________________________________ 

Karen L. Giebink 
Chief Financial Officer 

 
 

 
 

 

 





 

 

STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS 
DIVISION OF PUBLIC UTILITIES AND CARRIERS 

IN RE:  THE NARRAGANSETT BAY COMMISSION:    Docket No. D-20- 
       

APPLICATION FOR BORROWING AUTHORITY 
NOTICE OF FILING AND PUBLIC HEARING 

Notice is hereby given that on June 15, 2020, pursuant to Rhode Island General Laws §39-3-15, §39-3-17, 
§39-3-18 and Section 14 of the Rhode Island Division of Public Utilities and Carriers’ Rules of Practice and 
Procedure, the Narragansett Bay Commission (“NBC”) filed with the Division of Public Utilities and Carriers 
(“Division”) an Application For Borrowing Authority to obtain financing, payable more than twelve (12) 
months from the date of issue, in an original principal amount not to exceed forty million dollars 
($40,000,000). 

NBC seeks to borrow an amount not to exceed an original principal amount of forty million dollars 
($40,000,000) through the Environmental Protection Agency’s Water Infrastructure Finance and 
Innovation Act (WIFIA). These proceeds will be used to fund NBC’s Bucklin Point Resiliency Project along 
with CSO Phase III A Facilities costs incurred prior to August 27, 2019.  

A hearing on the proposal will be held at the Division of Public Utilities and Carriers, 89 Jefferson 
Boulevard, Warwick, Rhode Island on _______, 2020 at           a.m. The hearing may continue thereafter 
from day to day and time to time as required. At this hearing, the Division will consider the propriety of 
NBC’s Application For Borrowing Authority. Please note that the Division is accessible to the handicapped, 
and that individuals requesting interpreter services for the hearing impaired must contact the Clerk 
seventy-two hours in advance of the hearing. 

 A copy of the application is on file for examination at the NBC, One Service Road, Providence, Rhode 
Island and at the offices of the Division of Public Utilities and Carriers, 89 Jefferson Boulevard, Warwick, 
Rhode Island.  A copy of the filing was also provided to the Rhode Island Attorney General’s Department, 
Consumer Division.   

Reference is made to Chapters 39-1, 39-3 and 42-35 of the Rhode Island General Laws; specifically Sections 
39-1-7, 39-1-8, 39-1-11, 39-1-12, 39-1-16, 39-1-18, 39-1-20, 42-35-8, and 42-35-10. 

Linda George, Esquire, Interim Administrator 
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NARRAGANSETT BAY COMMISSION 1 

PRE-FILED DIRECT TESTIMONY 2 

OF KAREN L. GIEBINK 3 

 4 

INTRODUCTION 5 

Q. Please state your name and address. 6 

A. Karen L. Giebink.  My business address is the Narragansett Bay Commission, One Service Road, 7 

Providence, Rhode Island 02905. 8 

 9 

Q. For whom are you employed and what is your position? 10 

A. I am employed by the Narragansett Bay Commission (NBC) as its Chief Financial Officer. 11 

 12 

Q. For how long have you been so employed? 13 

A. I have been employed as NBC’s Chief Financial Officer since July 2018.  Prior to that date, I served 14 

as NBC’s Director of Administration and Finance beginning in April 1997.  I began my employment 15 

with the NBC in 1989 and have held the positions of Policy Associate and Senior Environmental 16 

Planner.  The three years prior to my employment with the NBC I worked as an analyst for the 17 

City of San Diego Water Utilities Department.   18 

 19 

Q. Have you previously testified before the Division of Public Utilities and Carriers (Division)? 20 

A. Yes.  I provided testimony in previous NBC requests for approval to enter into long-term debt.  I 21 

have also provided testimony in dockets 1968, 2216, 3651, 3797, 3905, 4305, 4652, 4364, 4478, 22 

4885 and 4890 before the Rhode Island Public Utilities Commission (PUC). 23 

 24 

Q. What is the purpose of your testimony? 25 

A. To support NBC’s request for Division approval to borrow an original principal amount not-to-26 

exceed $40,000,000 from the United States Environmental Protection Agency (EPA) through the 27 

Water Infrastructure Finance and Innovation Act (WIFIA) loan program for the purpose of 28 

financing the design and construction of Bucklin Point Resiliency Improvements along with the 29 

reimbursement of  CSO Phase III A Facilities costs incurred prior to August 27, 2019 and to issue 30 

revenue bonds evidencing the loan.   31 

 32 
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Q. Has the Division previously approved loans to NBC from the EPA through the WIFIA Program? 1 

A. Yes.  On July 12, 2019 NBC requested Division approval to borrow an original principal amount 2 

not to exceed $270,000,000 from the EPA to finance the CSO Phase III A Facilities, which the 3 

Division approved (Docket D-19-21).  Subsequent to Division approval, NBC successfully 4 

completed this transaction on August 27, 2019.  The executed loan was for an original principal 5 

amount of $268,710,610 at an interest rate of 1.89%.   6 

 7 

BUCKLIN POINT RESILIENCY IMPROVEMENTS 8 

Q. Would you please provide some background information regarding the Bucklin Point Resiliency 9 

Improvements Project? 10 

A. Yes.  The Bucklin Point Resiliency Improvements consist of three separate contracts that have 11 

been combined into a single program to facilitate the coordination of all the work that will take 12 

place at NBC’s Bucklin Point Wastewater Treatment Facilities (BPWWTF) site located in East 13 

Providence.  These projects include the BPWWTF Ultraviolet Disinfection Improvements, 14 

BPWWTF Improvements and a new BPWWTF Operations and Maintenance Building.  The need 15 

for these projects was established through an assessment by NBC’s engineering staff of 16 

improvements required to address climate resiliency, critical disinfection equipment and aging 17 

infrastructure.  From a timing perspective, it is also important that this work is completed prior to 18 

construction commenceming on the CSO Phase III A Facilities.  A description of the three projects 19 

is as follows: 20 

 21 

BPWWTF Ultraviolet (UV) Disinfection Improvements (Project 81000) – This project includes 22 

replacement of the UV disinfection equipment that is near the end of its useful life with an energy 23 

efficient system.  The project also includes construction of a new building to house the system. 24 

 25 

BPWWTF Improvements (Project 81600) – This project involves the installation of a redundant 26 

power system, as well as the repair or replacement of boilers, hydronic piping systems, and isolation 27 

gates. Other improvements include modifications to HVAC systems and various electrical manhole 28 

dewatering sump pump systems.   29 

 30 

BPWWTF Operations and Maintenance Building (Project 81700) – This project consists of both a 31 

new Operations Building and a new Maintenance Building.  The current facilities are more than 70 32 
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years old and are inadequate.  This project also includes the relocation of the critical Supervisory 1 

Control and Data Acquisition (SCADA) computer system to an environmentally controlled space at a 2 

higher elevation to ensure the reliable operation of critical process streams. In addition, the new 3 

Operations building will contain office space, a training area and locker rooms.  A new Maintenance 4 

Building is also needed as the existing building is too small for the growing needs of BPWWTF.  The 5 

new building will provide storage and include a repair workshop for heavy equipment.  It will also 6 

include new electrical, welding and instrumentation rooms along with offices and a briefing room for 7 

the maintenance staff.   8 

 9 

WIFIA LOAN 10 

Q. Would you please provide some background information regarding this loan program? 11 

A. The WIFIA Act of 2014 established a federal credit program administered by the EPA.  The WIFIA 12 

program offers long-term, low cost credit assistance to qualified credit worthy borrowers for 13 

eligible water and wastewater infrastructure projects.   14 

 15 

Q. What are the advantages of the WIFIA program? 16 

A.  There are many advantages to borrowing through the WIFIA program including loan amortization 17 

flexibility and the capitalization of interest.  In addition, the WIFIA financing has lower issuance 18 

costs, low annual service fees and a low interest rate.  All of these factors contribute to a 19 

significant mitigation of capital improvement financing cost impact on ratepayers.  As I mentioned 20 

earlier in my testimony, NBC successfully closed on its first loan through this program in August 21 

2019 for the CSO Phase III A Facilities.  Our experience with EPA was completely positive in all 22 

aspects of the borrowing, from underwriting, development to the loan agreement and covenants 23 

to environmental review of the project, and ongoing reporting requirements.    24 

 25 

Q. Would you describe some of the other advantages of the WIFIA program to NBC and its 26 

ratepayers? 27 

A. The WIFIA program allows a borrower to defer repayment of the WIFIA loan for up to five years 28 

after substantial completion of the project.  The program also allows for capitalized interest and 29 

loan amortization over a period of up to 30 years. As a result, the WIFIA debt can be “wrapped” 30 
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around NBC’s existing debt, mitigating the annual impact on debt service and debt service 1 

coverage and therefore NBC’s rates.   2 

Q. Can you provide an update regarding the status of this loan? 3 

A. Yes.   NBC submitted a Letter of Interest in July 2019 for the Bucklin Point Resiliency Improvements  4 

and EPA invited NBC to apply for a loan through the WIFIA program in October 2019.  In May 5 

2020, NBC submitted the application, including information about NBC, project details, operations 6 

and maintenance plans, and a financing plan.  Over the past two months, staff has provided 7 

additional project, financial modeling and other information to EPA in support of the application.  8 

The maximum amount of a WIFIA loan is 49% of a project’s cost and total federal assistance may 9 

not exceed 80% of a project’s eligible costs.  The updated cost of the Bucklin Point Resiliency 10 

Improvements project is $45.3 million.  EPA will also allow NBC to seek funding for CSO Phase 11 

III A Facilities costs of approximately $22.9 million incurred prior to the execution of NBC's first 12 

WIFIA loan.  As mentioned, WIFIA will fund a maximum of 49% of eligible costs, bringing the loan 13 

request amount to $33.4 million.  The table below shows the breakdown of the eligible costs and 14 

the loan request. 15 

 16 

 17 

 18 

Q. Why is NBC seeking approval of a not-to-exceed original principal amount of $40 million if the 19 

current loan request amount is only $33.4 million? 20 

A. NBC is using a not-to-exceed amount because the final loan amount will be determined as part of 21 

the loan approval process.  Division approval of the $40 million request will provide NBC with 22 

flexibility should there be upward adjustments to the eligible costs prior to closing. 23 

  24 

Total Eligible 

Project Costs

WIFIA Loan 

Request

Bucklin Point Resiliency Improvements 45,250,754$            22,172,869$            

CSO Phase III A Facilities 22,899,999              11,221,000              

Total 68,150,753$            33,393,869$            
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Q. Why is NBC seeking a loan for CSO Phase III A Facilities costs that have already been paid? 1 

A. The WIFIA program is by far the lowest cost capital financing option with the most significant 2 

advantages for NBC’s ratepayers.  Once the funds are drawn, the funds will be deposited into the 3 

Grants and Project Reimbursement Account in the Project Fund and will be used to fund NBC’s 4 

capital program.  To minimize interest expense, NBC prefers to draw the funds related to the 5 

reimbursement as the funds are needed and is currently in discussions with EPA regarding how 6 

this will work and what sort of documentation is needed to support NBC’s request.  Some of the 7 

Projects that may funded with the WIFIA proceeds include but are not limited to: 8 

 9 

 10 

 11 

Without the WIFIA funding, NBC would need to seek alternative financing such as the issuance of 12 

open market revenue bonds or borrowing through the Rhode Island Infrastructure Bank (RIIB).  13 

These are more expensive financing options, and in the case of RIIB loans, do not have 14 

amortization flexibility to mitigate ratepayer impact. 15 

  16 

Q. Can you describe the proposed amortization of this loan? 17 

A. NBC plans to structure the amortization of this loan similarly to NBC’s first WIFIA loan.  The 18 

recommended repayment is a product of the proforma model developed by NBC’s financial 19 

advisor that wraps around NBC’s existing debt, capitalizes interest and begins loan payments five-20 

years after substantial completion. As such, payments do not begin until the fiscal year ending 21 

Project Number Project Name
1140600 RIPDES Compliance Improvements
1140700 NBC Long-Range Residual Solids Management Study

13200 FPWWTF Maintenance Facilities

20200 FY 2019 WWTF Improvements

20300 FY 2020 WWTF Improvements

30444 Moshassuck Valley Interceptor

30467 Improvements to Interceptors FY 2019

30478 Large Diameter Interceptors Inspection and Cleaning

30479 Siphon Inspection and Cleaning

30500 NBC Interceptor Easements Restoration

30610 NBC System-wide Regulator Modifications

40100 NBC Facility Electrical Improvements

40101 FPWWTF Electrical Improvements

40550 RIPDES Flow Monitoring System Implementation

70900 Omega Pump Station Upgrade

71000 Lincoln Septage Station Replacement
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June 30, 2031. The model also caps rate increases of 3% every other year. Due to this structure, 1 

no rate relief is required to support this debt issuance. The proposed draw and amortization 2 

schedule are set forth in the following schedule:   3 

 4 

It should be noted that the original principal amount of $33,393,869 increases to a $37,433,423 5 

prior to the commencement of  loan payments due to the capitalization of interest. 6 

 7 

 The following graph shows NBC’s existing and projected outstanding debt from FY 2021 through 8 

final maturity of the first WIFIA loan in FY 2046.  The graph includes NBC’s existing debt service, 9 

the first WIFIA Loan, as well as projected new revenue bond and SRF debt issuances required to 10 

support NBC’s share of the WIFIA project costs and other projects identified in NBC’s Capital 11 

Improvement Program.   12 

  13 

Fiscal Year
Beginning 

Balance
Draws Interest Payment

Ending 

Balance

2021 -$                18,030,668$ 86,397$  -$            18,117,065$ 

2022 18,117,065   15,363,202    282,561  -              33,762,827    

2023 33,762,827   -                  389,389  -              34,152,216    

2024 34,152,216   -                  393,880  -              34,546,095    

2025 34,546,095   -                  398,422  -              34,944,518    

2026 34,944,518   -                  403,017  -              35,347,535    

2027 35,347,535   -                  407,665  -              35,755,200    

2028 35,755,200   -                  412,367  -              36,167,567    

2029 36,167,567   -                  417,123  -              36,584,690    

2030 36,584,690   -                  421,934  -              37,006,624    

2031 37,006,624   -                  426,800  -              37,433,423    

2032 37,433,423   -                  430,108  561,010     37,302,521    

2033 37,302,521   -                  428,604  559,048     37,172,076    

2034 37,172,076   -                  427,105  557,093     37,042,088    

2035 37,042,088   -                  425,611  555,145     36,912,554    

2036 36,912,554   -                  424,123  553,204     36,783,473    

2037 36,783,473   -                  422,640  551,269     36,654,844    

2038 36,654,844   -                  421,162  549,342     36,526,664    

2039 36,526,664   -                  411,378  1,982,047 34,955,995    

2040 34,955,995   -                  374,222  5,256,779 30,073,438    

2041 30,073,438   -                  301,156  8,112,143 22,262,451    

2042 22,262,451   -                  213,137  7,696,718 14,778,869    

2043 14,778,869   -                  117,552  9,241,380 5,655,041      

2044 5,655,041     -                  32,516    5,687,558 -                   

* Preliminary and Subject to Change

Preliminary WIFIA Draw and Amortization*
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The dark green color in the chart that first appears in FY 2021 reflects the projected outstanding 1 

debt for the proposed Bucklin Point Resiliency Improvements WIFIA loan.  The tan portion of the 2 

columns in the chart reflects the outstanding debt related to the fist WIFIA loan.  Overall, the chart 3 

shows that outstanding debt is projected to peak in FY 2025.  The ochre portion of the columns in 4 

the chart reflects outstanding debt related to new revenue bond issuance that is anticipated to 5 

be required to support NBC’s share (the 51%) of the WIFIA projects that are not funded through 6 

pay-go capital or RIIB loans and well other projects identified in NBC’s capital program that are 7 

eligible for funding through WIFIA.   8 

 9 

Existing and Projected Outstanding Debt 10 

 11 

 12 

 13 

The following table and chart show existing and projected debt service payments from FY 2021 14 

through the CSO Phase III A WIFIA Loan maturity in FY 2047.   The chart shows the gradual increase 15 

in annual debt service payments despite the significant increase in outstanding debt required to 16 

finance the CSO Phase III program.  Please note that these are projections for planning purposes 17 

and a number of assumptions were made as part of the modeling process. 18 

 19 
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 1 

 2 

 3 

Existing and Projected Debt Service Payments 4 

 5 

 6 

 Fiscal 

Year 
 Existing SRF 

 Existing 

Revenue Bond 

 Existing 

WIFIA 
 New WIFIA 

 New Revenue 

Bond 
 New SRF  Total 

2021 34,198,590  9,290,190           -                  -                  -                        -              43,488,780 

2022 34,364,350  10,546,929         -                  -                  -                        -              44,911,279 

2023 33,079,005  11,476,644         -                  -                  -                        -              44,555,649 

2024 29,416,080  13,689,017         -                  -                  168,260               -              43,273,357 

2025 28,294,818  13,880,363         -                  -                  5,062,751           150,912     47,388,844 

2026 24,613,457  17,644,339         -                  -                  9,208,622           150,912     51,617,330 

2027 22,838,815  18,830,382         -                  -                  10,230,879         1,265,773 53,165,849 

2028 21,082,039  20,362,558         -                  -                  10,455,479         1,265,773 53,165,849 

2029 21,076,428  20,266,142         -                  -                  12,152,482         1,265,773 54,760,825 

2030 19,435,602  20,968,490         -                  -                  13,090,959         1,265,773 54,760,824 

2031 19,429,076  20,834,355         -                  -                  14,874,446         1,265,773 56,403,650 

2032 14,509,309  20,716,780         6,055,854      561,010         13,294,924         1,265,773 56,403,650 

2033 12,601,142  20,237,159         6,055,854      559,048         17,376,783         1,265,773 58,095,759 

2034 10,957,411  23,456,252         6,055,854      557,093         15,803,376         1,265,773 58,095,759 

2035 9,363,932    17,658,079         6,055,854      555,145         24,939,848         1,265,773 59,838,631 

2036 6,431,045    12,882,085         6,055,854      553,204         32,650,672         1,265,773 59,838,633 

2037 6,425,794    13,581,244         6,055,854      551,269         33,753,857         1,265,773 61,633,791 

2038 6,422,253    8,388,692           6,055,854      549,342         38,951,878         1,265,773 61,633,792 

2039 4,971,105    8,393,225           6,309,764      1,982,047     40,560,891         1,265,773 63,482,805 

2040 4,970,693    8,391,597           43,597,962   5,256,779     -                        1,265,773 63,482,804 

2041 2,231,686    8,388,770           45,388,917   8,112,143     -                        1,265,773 65,387,289 

2042 2,231,343    8,394,453           45,799,002   7,696,718     -                        1,265,773 65,387,289 

2043 2,229,908    8,393,426           46,218,420   9,241,380     -                        1,265,773 67,348,907 

2044 2,229,325    8,390,618           46,678,302   5,687,558     -                        1,265,773 64,251,576 

2045 2,229,005    -                        56,032,553   -                  -                        1,114,861 59,376,419 

2046 -                 -                        58,654,226   -                  -                        1,114,861 59,769,087 

2047 -                 -                        743,920         -                  -                        -              743,920       

Annual Debt Service Payments

 $-

 $10

 $20

 $30

 $40

 $50

 $60

 $70

M
ill

io
n

s

Existing SRF Existing Revenue Bond Existing WIFIA New WIFIA New Revenue Bond New SRF



 

9 
 

Referring to the chart, the beige portion represents the Bucklin Point WIFIA loan payments.  In a 1 

manner similar to NBC’s first WIFIA loan, the optimization of the model takes advantage of the 2 

generous amortization flexibility of the WIFIA program with modest repayment beginning in fiscal 3 

year 2032 and the majority of the principal repayment over the six years beginning fiscal year 4 

2039. 5 

 6 

Q. Are there other advantages to the WIFIA program compared to borrowings through the Rhode 7 

Island Infrastructure Bank (RIIB) or the issuance of revenue bonds? 8 

A. Yes.  The WIFIA program is also advantageous from a cost perspective.  The projected annual 9 

service cost for the WIFIA loan is approximately $20,000 - $25,000 per year.  Although the RIIB 10 

recently took action to reduce their annual service fees from 50 to 30 basis points, they are still 11 

projected to be higher at approximately $55,000 annually on average over the life of a loan of 12 

similar size.   13 

 14 

 In addition, the interest rate is excellent.  EPA determines the interest rate at closing and it is 15 

based on the State and Local Government Securities (SLGS) rate for the weighted average 16 

maturity of the loan.    Based on the amortization of the loan as structured for modeling purposes, 17 

the interest rate is 1.15%, and may be higher or lower at closing.  This rate is likely to be lower 18 

than both the subsided rate for a 20-year bond issue through RIIB and lower than what NBC would 19 

achieve through the issuance of open market revenue bonds.  Please refer to the testimony of 20 

Stephen Maceroni for additional discussion of the relative interest rates. 21 

  22 

The loan amount is significant since it will enable the NBC to fund approximately half of the Bucklin 23 

Point Resiliency Improvements in a single low-interest rate borrowing and will provide additional 24 

funding for NBC’s capital program without an addition match from NBC since it is for previously 25 

incurred costs.  In addition, the WIFIA program does not require the funding of a debt service 26 

reserve and it is not tax-exempt debt, so the funding does not come with all of the additional tax 27 

requirements.  28 

  29 

Q. Does NBC have sufficient revenue for this borrowing? 30 

A. Based on NBC’s approved revenue requirement from its most recent rate filing (Docket 4890), 31 

NBC has sufficient revenue to meet the additional bonds test as set forth in Section 205 (2)(iv) of 32 
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the Trust Indenture.  As indicated above, one of the advantages of the WIFIA Loan is that the 1 

WIFIA debt can be “wrapped” around NBC’s existing debt, such that ratepayer impact is mitigated.  2 

As is shown in Exhibit KG-1, the ability to wrap the WIFIA debt around NBC’s existing debt means 3 

that NBC has sufficient revenue to meet debt service and debt service coverage requirements 4 

until fiscal year 2040 based on current rates.   5 

 6 

Q. How does NBC plan to fund its share of the Bucklin Point Resiliency Improvements Project?  7 

A. NBC plans to fund the balance of the project with pay-go capital.    8 

 9 

Q. Will NBC need future rate increases to service the non-WIFIA borrowings?   10 

A. Yes. However, PFM used a constraint of a maximum 3% rate increase every other year for debt 11 

service and related coverage.  These increases are projected to be required to support additional 12 

open market revenue bonds or borrowings through RIIB for NBC’s share of costs for WIFIA funded 13 

projects that cannot be financed through pay-go capital as well as NBC’s other capital 14 

improvement projects.   15 

   16 

Q.  Will NBC seek PUC approval for rates to service the debt for these future Open Market and/or 17 

RIIB borrowings? 18 

A. Yes.  19 

 20 

Q.  Will NBC seek Division approval to enter into these future Open Market and/or RIIB 21 

borrowings? 22 

A. Yes.  23 

 24 

 25 

Q. Other than approval from the Division, has the NBC met all of the requirements needed to close 26 

on this loan? 27 

A. For the most part, yes. However, EPA requires a second credit rating and NBC is in the credit 28 

review process.  NBC is also reviewing a number of documents that will be required to ensure 29 

compliance with federal requirements.  30 

 31 

 32 
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 1 

Q.  Has NBC included the anticipated loan agreement as part of this application?  2 

A. NBC is working with EPA to finalize the loan agreement as well as the terms and conditions.  NBC 3 

and EPA plan to use a loan agreement that is similar to the document used to execute NBC’s first 4 

loan from EPA for the financing of the CSO Phase III A Facilities in August 2019.  The 2019 loan 5 

agreement is provided as Exhibit KSDG-1 included with the testimony of Karen S.D. Grande.   6 

 7 

Q. What is the anticipated closing date for this loan?  8 

A. NBC and EPA are targeting August 2020 to close on this loan.  Given that there is a 30-day statutory 9 

appeal on Division orders of this type, NBC is requesting Division approval of this application, if 10 

possible, by July 15, 2020. 11 

 12 

Q.  Does the proposed transaction have any unusual features, which may have significant impact 13 

on the Division's ability to regulate the utility? 14 

A.  No it does not. 15 

 16 

Q Does this conclude your pre-filed testimony? 17 

A. Yes.   18 



Narragansett Bay Commission 

Debt Service Coverage 

Exhibit KG-2

Fiscal Year
Available for 

Debt Service

 Current Debt 

Service 

Debt Service 

Coverage Planned WIFIA Total Debt Service

Debt Service 

Coverage

2021 62,642,390$  43,488,780$         1.44 -                        43,488,780$         1.44

2022 62,642,390    44,911,279           1.39 -                        44,911,279           1.39

2023 62,642,390    44,555,649           1.41 -                        44,555,649           1.41

2024 62,642,390    43,105,097           1.45 -                        43,105,097           1.45

2025 62,642,390    42,175,181           1.49 -                        42,175,181           1.49

2026 62,642,390    42,257,796           1.48 -                        42,257,796           1.48

2027 62,642,390    41,669,197           1.50 -                        41,669,197           1.50

2028 62,642,390    41,444,597           1.51 -                        41,444,597           1.51

2029 62,642,390    41,342,570           1.52 -                        41,342,570           1.52

2030 62,642,390    40,404,092           1.55 -                        40,404,092           1.55

2031 62,642,390    40,263,431           1.56 -                        40,263,431           1.56

2032 62,642,390    41,281,943           1.52 561,010          41,842,953           1.50

2033 62,642,390    38,894,155           1.61 559,048          39,453,203           1.59

2034 62,642,390    40,469,517           1.55 557,093          41,026,610           1.53

2035 62,642,390    33,077,865           1.89 555,145          33,633,010           1.86

2036 62,642,390    25,368,984           2.47 553,204          25,922,188           2.42

2037 62,642,390    26,062,892           2.40 551,269          26,614,161           2.35

2038 62,642,390    20,866,799           3.00 549,342          21,416,141           2.93

2039 62,642,390    19,674,094           3.18 1,982,047       21,656,141           2.89

2040 62,642,390    56,960,252           1.10 5,256,779       62,217,031           1.01

2041 62,642,390    56,009,373           1.12 8,112,143       64,121,516           0.98

2042 62,642,390    56,424,798           1.11 7,696,718       64,121,516           0.98

2043 62,642,390    56,841,754           1.10 9,241,380       66,083,134           0.95

2044 62,642,390    57,298,245           1.09 5,687,558       62,985,803           0.99

2045 62,642,390    58,261,558           1.08 -                        58,261,558           1.08

2046 62,642,390    58,654,226           1.07 -                        58,654,226           1.07

2047 62,642,390    743,920                 84.21 -                        743,920                 84.21
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NARRAGANSETT BAY COMMISSION 1 

PRE-FILED DIRECT TESTIMONY 2 

OF KAREN S. D. GRANDE 3 

 4 

Q. Please state your name. 5 

A. My name is Karen S. D. Grande, my business address is Locke Lord LLP, 2800 Financial Plaza, 6 

Providence, Rhode Island 02903. 7 

 8 

Q. Could you please describe your education and employment background? 9 

A. I have a bachelor's degree from Syracuse University and a juris doctor from Suffolk University Law 10 

School.  I am a partner in the law firm of Locke Lord LLP and joined the firm in 2006.  I have focused 11 

my practice in the area of public finance.  When I joined the firm, the name was Edwards Angell 12 

Palmer & Dodge LLP.  In 2011, the firm merged and became Edwards Wildman Palmer LLP.  Finally, 13 

in 2015 the firm merged into Lock Lord LLP and that name was assumed.  I began my law practice 14 

with Tillinghast Licht in 1987 where I became partner in 1994.  I have served as bond counsel to 15 

23 of Rhode Island's 39 cities and towns, as well as many state and municipal agencies, which 16 

finance public projects, including public water supply and wastewater projects. 17 

 18 

Q. Do you hold any special licenses or certifications? 19 

A. I am licensed to practice law in Rhode Island and Massachusetts.  Although I have focused my 20 

practice in the area of public finance, neither the State of Rhode Island nor the Commonwealth 21 

of Massachusetts has a procedure for certification of specialization.  I am a member of the Rhode 22 

Island Bar Association, a Rhode Island Bar Foundation Fellow and an associate member of the 23 

Rhode Island Government Finance Officers Association.  I am also a member of the National 24 

Association of Bond Lawyers and the sole Rhode Island fellow of the American College of Bond 25 

Counsel. 26 

 27 

 28 
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Q. What is your relationship with the Narragansett Bay Commission (NBC)? 1 

A. I have served as bond counsel to the NBC for many years.  In this capacity, I have assisted the NBC 2 

with the issuance of several user fee anticipation notes, revenue notes, loans from the Rhode 3 

Island Infrastructure Bank (RIIB) formerly known as the Rhode Island Clean Water Finance Agency, 4 

loan from the United States Environmental Protection Agency through the Water Infrastructure 5 

Finance and Innovation Act (WIFIA) program and revenue bonds. 6 

 7 

Q. Have you testified previously before the PUC? 8 

A. I have appeared before the PUC in connection with rate filings for the Kent County Water 9 

Authority, the Pawtucket Water Supply Board, the Providence Water Supply Board and the NBC. 10 

 11 

Q. What is the purpose of your testimony? 12 

A. To provide information related to the NBC’s request for Division approval to borrow an original 13 

principal amount not to exceed $40,000,000 from the United States Environmental Protection 14 

Agency (EPA) for the purpose of financing the Bucklin Point Resiliency Improvements project 15 

along with CSO Phase III A Facilities costs incurred prior to August 27, 2019 and to issue revenue 16 

bonds evidencing the loan. 17 

 18 

Q. From a legal framework perspective, how does this loan compare to NBC’s other revenue bonds 19 

and borrowings through RIIB? 20 

A. The loan will be secured as a revenue pledge as senior debt, with the same security as NBC’s other 21 

revenue bonds.  NBC is working with EPA to finalize the loan agreement as well as the terms and 22 

conditions.  NBC and EPA plan to use a loan agreement that is similar to the document used to 23 

execute NBC’s first loan from EPA for the financing of the CSO Phase III A Facilities in August 2019.  24 

The 2019 loan agreement is provided as Exhibit KSDG-1. The bond covenants will parallel those 25 

set forth in NBC’s Indenture.   NBC will also execute a supplemental indenture as part of this 26 

transaction.   27 

 28 

Q.  Did the NBC’s Board of Commissioners (Board) authorize this borrowing from EPA? 29 
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A. Yes.   The Board approved the Authorizing Resolution at their April 21, 2020 meeting. 1 

Q. Does this conclude your testimony? 2 

A. Yes. 3 
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NARRAGANSETT BAY COMMISSION 1 

 2 

PRE-FILED DIRECT TESTIMONY 3 

OF STEPHEN MACERONI 4 

 5 

Q. Please state your name and title. 6 

A. My name is Stephen Maceroni, Director with PFM Financial Advisors LLC (PFM).  7 

 8 

Q. Could you please describe your educational and employment background? 9 

A. I hold a Master of Business Administration degree from the University of Rhode Island and a 10 

Bachelor of Science in Management degree from Rhode Island College.  With over 23 years of 11 

public finance experience, I have served as financial advisor to governmental issuers in Rhode 12 

Island and throughout New England.  Issuers that I have served during my career as a financial 13 

advisor include over 20 cities and towns in Rhode Island as well as the Rhode Island Health and 14 

Educational Building Corporation, the Rhode Island Commerce Corporation and the Rhode Island 15 

Convention Center Authority. In addition, I have extensive experience assisting borrowers through 16 

the Rhode Island Infrastructure Bank State Revolving Fund Loan Program.  17 

 18 

Q. Can you describe the organization of PFM Financial Advisors LLC (PFM) and the types of 19 

services that it provides? 20 

A. Over the past 44 years, PFM has provided independent financial advisory services to public 21 

entities.  PFM has grown into a national firm with over 600 employees in 38 offices across the 22 

United States.  For the 22nd consecutive year, PFM has maintained its position as the number one 23 

financial advisor in the industry, providing financial advisory services on more than 873 24 

transactions for a total par amount in excess of $63.6 billion in 2019.  In terms of wastewater 25 

issuers, PFM has been the top ranked financial advisor in this sector for several years as well while 26 

representing other large wastewater operators including the Massachusetts Water Resources 27 

Authority and the DC Water and Sewer District. in 2019, PFM maintained its position as the 28 

number one financial advisor for wastewater transactions, providing financial advisory services 29 

on 87 transactions for a total par amount in excess of $6.5 billion.   30 

 31 

 32 
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Q. What is your relationship with the Narragansett Bay Commission (NBC)? 1 

A. PFM was appointed in 2012 to serve as Financial Advisor to the NBC by its Board of 2 

Commissioners.  I have experience working with the NBC and am familiar with NBC’s borrowing 3 

history and capital needs. I worked closely with NBC on the  $268.7 million loan through the Water 4 

Infrastructure Finance and Innovation Act (WIFIA) program administered by the United States 5 

Environmental Protection Agency (EPA) for the CSO Phase IIIA Project.  Most recently I worked 6 

with NBC on the refunding of NBC’s 2013 Series A and 2013 Series C Bonds and specific maturities 7 

of the NBC’s 2014 Series B and 2015 Series A bonds. 8 

 9 

Q.   Have you testified previously before the Rhode Island Division of Public Utilities and Carriers 10 

(Division)? 11 

A. Yes.  In November 2019 I was asked to provide testimony in support of NBC’s application for 12 

Division approval to issue long-term debt as part of the proposed refunding of NBC’s 2013 Series 13 

A and 2013 Series C Bonds and specific maturities of the NBC’s 2014 Series B and 2015 Series A 14 

bonds.   15 

 16 

Q. What is the purpose of your testimony? 17 

A. I was asked to provide testimony in support of NBC’s application for Division approval to issue 18 

long‐term debt as part of the planned not to exceed original principal amount of $40 million 19 

borrowing through the Water Infrastructure Finance and Innovation Act (WIFIA) loan program 20 

administered by the United States Environmental Protection Agency (EPA).  21 

 22 

Q. Would you please discuss how PFM modeled the proposed funding of the Bucklin Point 23 

Resiliency Improvements and developed the WIFIA loan structure? 24 

A. PFM used the same model that was used as part of NBC’s first WIFIA application.  This debt 25 

optimization model which incorporates the “What’sBest!” linear optimization tool to structure 26 

the capital financing plan.  With What’sBest!, the user places constraints on the model (i.e. 27 

coverage cannot go below 1.25x in any year, Rhode Island Infrastructure Bank (RIIB) loans have 28 

certain structuring limitations, etc.) that cannot be violated when What’sBest! is determining the 29 

solution. Outside of these constraints that are placed on the model, What’sBest! is given the 30 

ability to modify the funding source mix between WIFIA, RIIB State Revolving Fund loans, and NBC 31 

open market revenue bonds along with the ideal amortization length for each to determine the 32 
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most inexpensive path of financing. With this approach, we are able to place a high degree of 1 

confidence on the final structure of the financing sources since every possible funding mix and 2 

amortization length for each source was contemplated by What’sBest! 3 

 4 

The model prepared for NBC incorporated NBC’s projected cash flows for the Bucklin Point 5 

Resiliency Improvements along with NBC’s other programmed capital improvement expenditures.  6 

Other modeling considerations included maximum WIFIA funding of 49% of the project cost. The 7 

resulting draws and amortization schedule are reflected in the testimony of Karen Giebink.  The 8 

balance of the funding for NBC’s share of the project is from pay-go capital. In this regard, the 9 

model also took into consideration that NBC desired to mitigate ratepayer impact and therefore 10 

the model incorporated constraints of 3% revenue increases for debt service and debt service 11 

coverage for Open Market and/or RIIB loans every other year. 12 

 13 

Q. What makes the WIFIA loan the preferred funding source for the Bucklin Point Resiliency 14 

Improvements? 15 

A. In addition to low fees and an attractive interest rate, the flexibility of the loan amortization and 16 

repayment term offer significant benefits to NBC.  The modeling maximized the benefits of the 17 

amortization flexibility by capitalizing interest and structuring the loan repayment around existing 18 

and planned debt issuance.   19 

   20 

Q. What is the projected interest rate of the WIFIA loan?   21 

A. The interest rate is determined at loan closing and is based on the State and Local Governments 22 

Series (SLGS) rate for the weighted average maturity of the loan.  SLGS are securities that the 23 

Department of the Treasury may issue to state and local government entities to assist with 24 

complying with tax-exempt bond regulations.  The daily SLGS rate is found on the Treasury Direct 25 

website. Based on the amortization of the loan as structured for modeling purposes completed in 26 

May 2019, the interest rate was 1.15%.  The SLGS rate will ultimately be determined at closing 27 

and may be slightly higher or lower.   28 

 29 

Q. How does the interest rate compare to the projected RIIB or open market interest rates?   30 

A. Based on current market conditions, the WIFIA interest rate is for a 26-year bond with an average 31 

life of 22 years is less than a 20-year RIIB loan and lower than what NBC would be able to achieve 32 
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through an open market revenue bond issue.  For a RIIB loan, based on current market rates, NBC 1 

could expect a subsidized interest rate of 1.40%.  To this rate, you must add 30 basis points for 2 

the RIIB service fees and you arrive at a rate of 1.70%.  Inclusion of RIIB’s 1.0% origination fee, 3 

which on a loan this size would be $400,000, results in an effective interest rate of 1.82%. 4 

 5 

Q. What are the applicable schedules and deadlines for this financing? 6 

A. NBC and EPA are targeting August 2020 to close on this loan.  Given that there is a 30-day statutory 7 

appeal on Division orders of this type, NBC is requesting Division approval of this application, if at 8 

all possible, by July 15, 2020. 9 

   10 

Q. Does this conclude your pre-filed testimony? 11 

A. Yes.    12 



UNAUDITED

ASSETS

  CURRENT ASSETS

    Accounts receivable sewer use (net of allowance) 14,591,185.73$               

    Accounts receivable sewer use unbilled 4,865,438.82                   

    Accounts receivable RIIB series 2019A (PL20) 9,745,079.48                   

    Accounts receivable WIFIA 268,710,610.00               

    Receivables, other 51,273.87                       

    Prepaid expense 90,988.61                       

       Total Current Assets 298,054,576.51               

NON-CURRENT ASSETS

  Restricted Assets

    Cash and cash equivalents, restricted 83,000,461.62                 

       Total Restricted Assets 83,000,461.62                 

  Capital Assets

    Land 2,754,407.48                   

    Plant and equipment 105,004,183.84               

    Capital projects completed 787,832,093.40               

    Construction in progress 407,133,471.92               

1,302,724,156.64             

    Less accumulated depreciation (253,222,335.04)              

       Total Net Capital Assets 1,049,501,821.60             

Other assets

    Net pension asset - Non-Union Defined Benefit Plan 1,223,392.00                   

       Total Non-current Assets 1,133,725,675.22             

TOTAL ASSETS 1,431,780,251.73             

DEFERRED OUTFLOWS OF RESOURCES

    Loss on refunding of debt 5,796,879.43                   

    Pension related outflows 5,327,271.00                   

    OPEB related outflows 577,645.00                      

TOTAL DEFERRED OUTFLOWS OF RESOURCES 11,701,795.43                 

NARRAGANSETT BAY COMMISSION

STATEMENT OF NET POSITION

MAY 31, 2020 



UNAUDITED

NARRAGANSETT BAY COMMISSION

STATEMENT OF NET POSITION

MAY 31, 2020 

LIABILITIES

  CURRENT LIABILITIES

    Accounts and contracts payable 1,869,958.56$                 

    Accrued interest payable 3,467,647.91                   

    Accrued expenses 467,996.11                      

       Total Current Liabilities 5,805,602.58                   

  NON-CURRENT LIABILITIES

    Net pension liability - ERSRI Pension Plan 18,671,241.00                 

    Long-term net OPEB liability 4,169,461.00                   

    Long-term other accrued expenses 3,188,428.96                   

    Long-term loans payable, net 318,126,039.92               

    Long-term loan, WIFIA 268,710,610.00               

    Long-term debt 266,128,815.61               

       Total Non-current Liabilities 878,994,596.49               

TOTAL LIABILITIES 884,800,199.07               

DEFERRED INFLOWS OF RESOURCES

    Pension related inflows 2,838,378.00                   

    OPEB related inflows 298,914.00                      

TOTAL DEFERRED INFLOWS OF RESOURCES 3,137,292.00                   

NET POSITION

  Net Investment in capital assets 498,394,774.15               

  Restricted - environmental enforcement 73,974.38                       

  Restricted - bond covenants 55,800,822.91                 

  Restricted - debt service reserve 2,986,446.36                   

  Restricted - operating reserve for revenue stability 4,501,074.45                   

  Unrestricted (6,212,536.16)                  

TOTAL NET POSITION 555,544,556.09$              



UNAUDITED

OPERATING REVENUE

   User fees, residential 53,928,926.25$               

   User fees, commercial and industrial 39,043,861.37                 

   Sewer connection fees 326,876.00                     

   Pretreatment fees 59,422.55                       

   Environmental enforcement fees 8,996.64                         

   Septage income 306,293.51                     

   Renewable energy credits 579,679.00                     

   Miscellaneous 167,088.58                     

   Late charge penalties 837,879.76                     

      Total Operating Revenues 95,259,023.66                 

OPERATING EXPENSES

   Personnel 21,942,367.70                 

   Operations and maintenance 1,180,356.43                   

   Maintenance contracts and service agreements 1,490,183.20                   

   Biosolid disposal expense 4,526,729.32                   

   Insurance expense 1,160,217.12                   

   Electricity expense 2,006,342.61                   

   Other utilities 586,669.52                     

   Chemicals expense 803,043.33                     

   Supplies 1,106,122.13                   

   Professional services 1,090,489.38                   

   Depreciation 15,215,547.97                 

   Miscellaneous 612,666.78                     

      Total Operating Expenses 51,720,735.49                 

      OPERATING INCOME 43,538,288.17                 

NON-OPERATING REVENUES (EXPENSES)

   Interest income 928,117.47                     

   Interest expense (14,700,712.20)                

   Miscellaneous non-operating revenue 127,517.78                     

   Bond and note fees (1,792,370.24)                 

      Total Non-operating Revenue (Expenses) (15,437,447.19)                

NET INCOME (LOSS) BEFORE CAPITAL CONTRIBUTIONS 28,100,840.98                 

Capital Contribution 1,998,022.71                   

CHANGE IN NET POSITION 30,098,863.69                 

TOTAL NET POSITION, BEGINNING 525,445,692.40               

TOTAL NET POSITION, ENDING 555,544,556.09$             

NARRAGANSETT BAY COMMISSION

STATEMENT OF REVENUE, EXPENSE, AND CHANGES IN NET POSITION

FOR THE PERIOD ENDING MAY 31, 2020
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