STATE OF RHODE ISLAND
PUBLIC UTILITIES COMMISSION

IN RE: CITY OF WOONSOCKET, WATER DIVISION : DOCKET NO. 24-19-WW
PETITION TO AMEND MULTI-YEAR RATE PLAN : DOCKET NO. 4879

REPORT AND ORDER

On May 17, 2019, the Public Utilities Commission (Commission) approved a five-step
multi-year rate plan applicable to the City of Woonsocket, Water Division (WWD) with the first
and second steps implemented in 2019 and 2020, respectively.! WWD did not seek to implement
the remaining steps contemplated in 2021, 2022, and 2023. Instead, on May 29, 2024, after
expiration of the rate plan, WWD filed a Petition to Amend its multi-year rate plan to implement
all three remaining steps effective in 2024, requesting an approximately 33% rate increase which
is the sum total of the three steps for which WWD did not seek implementation.?

While WWD indicated that it had been able to save on its expenses from lower-than-
expected borrowing costs, delayed spending due to COVID-19, and by deferring planned
infrastructure replacement projects, the result of WWD’s failure to seek the revenues it needed
resulted in the inability to meet a September 2024 debt service payment. Thus, WWD needed to
borrow $2,000,000 from the City’s wastewater fund.?

A hearing was held at the Woonsocket City Hall on September 4, 2024, and no members
of the public attended.

On August 27, 2024, the Division of Public Utilities and Carriers (Division) submitted a

b (3

letter from Legal Counsel expressing concern with Woonsocket Water’s “strained” reading of the

1 Order No. 23895 (Sept.1, 2020); https://ripuc.ecms.ri.gov/sites/g/files/xkgbur841/files/eventsactions/docket/4879-
WWD-Step2-Rate-Ord23895-%289-1-20%29.pdf

2 Pet. at 2-3; Bebyn Test. All filings pertaining to this matter can be found on the Commission’s website at:
https://ripuc.ri.gov/Docket-24-19-WW or at the Commission’s office at 89 Jefferson Blvd., Warwick, RI 02888.
SHr’g. Tr. at 16-17 (Sept. 17, 2024).



https://ripuc.ecms.ri.gov/sites/g/files/xkgbur841/files/eventsactions/docket/4879-WWD-Step2-Rate-Ord23895-%289-1-20%29.pdf
https://ripuc.ecms.ri.gov/sites/g/files/xkgbur841/files/eventsactions/docket/4879-WWD-Step2-Rate-Ord23895-%289-1-20%29.pdf
https://ripuc.ri.gov/Docket-24-19-WW

multi-year rate plan statute to permit this action and cited Woonsocket Water’s regulatory
deficiencies in administering its plan. Noting that the bulk of the rate increase is necessary to meet
debt service payments for the new treatment plant, the Division’s Counsel stated:

[T]he utility needs the full rate increase now to meet its cost-of-service obligations. It is
because of WWD’s regulatory process deficiencies that ratepayers now face an
approximate 33% rate increase. This result completely negates the gradualism that the
original muti-year plan promised to deliver to the detriment of the ratepayers. However, of
greater consequence would be the utility’s inability to deliver safe and reliable water for
lack of meeting its financial obligations were this modification petition and filing not
approved.?

Therefore, the Division “recommends approval of WWD’s petition and filing as the
necessary lesser of two undesirable outcomes for its customers, all in the interest of ensuring that
WWD will meet its revenue requirements, including its debt service obligations. Ultimately,
approval will allow for the continued delivery of safe and reliable water to its customers.”>

An evidentiary hearing was conducted at the Commission’s offices on September 17,
2024. David Bebyn, WWD’s consultant, testified that WWD’s strategy of using funding meant for
infrastructure projects to defer the planned rate increases was unsustainable. WWD had provided
no updates to the Commission or Division on its plans. As a result of WWD’s management
decisions, WWD was $4.6 million “behind the eight ball.”® This necessitated the borrowing from
the wastewater fund to make up the difference between what WWD had on hand and the amount
needed for the September 2024 debt service payment. While WWD planned to repay the
wastewater fund in one year, it was unclear from Mr. Bebyn’s testimony how that would be

possible.” For example, WWD is the last regulated water utility still on quarterly billing instead of

monthly billing. This means that it take WWD longer to collect their revenues than the remaining

4 Division Counsel Letter at 2.

5 Mancini Mem. at 3 (Aug. 27, 2024).
6 Hr’g. Tr. at 39.

" Id. at 40-41.



regulated water utilities that are all on monthly billing.® The result is that WWD will continue to
defer planned infrastructure investment.®

The Division presented Alberico Mancini, Chief Regulatory Analyst in support of its
position. Mr. Mancini testified that even with the requested increase, there is no funding built into
the revenue requirement to repay the wastewater loan.*® Responding to questions about deferred
infrastructure spending, Mr. Mancini, an engineer who previously worked in the Division’s
Engineering Department advised that in general, the risks associated with delaying planned
investment in the distribution system include the potential for more breaks, repairs, and service
disruptions to customers.!! He concluded that while approval of this requested increase would help
WWD’s financial position, it would not be sufficient to meet their expenses.'? The hearing also
included a discussion of potential financial reporting requirements that might be put into place
through the end of WWD’s next rate case.*3

At an Open Meeting held on September 19, 2024, the Commission considered the evidence
and indicated that the petition likely does not comply with the ability to amend a previously
approved multi-year rate plan as contemplated by R.I. Gen. Laws § 39-15.1-4(d). Instead, this is
an expired multi-year rate plan. Notwithstanding that finding, the Commission did approve the
multi-year rate plan which would have summed to the current request by July 1, 2023.

WWD has shown need for the narrow and limited scope of the request, namely, to collect
revenue to meet immediate and expected debt service payments and administrative payments

related to the new water treatment plant. The Commission found good cause and adequate

8 1d. at 57-59.
97d. at 42.

10 7d. at 67.
17d. at 69.
214, at 73.

183 1d. at 76-78.



evidence exists to allow the remaining steps of the expired multi-year rate plan to be combined
into one rate increase. Thus, the Commission approved the proposal to collect additional operating
revenue in the amount of $2,900,154 to support total rate revenues of $11,642,070 for effect
October 1, 2024. Even with that, the evidence in the record and testimony suggests that the Water
department may not have sufficient funding to meet their debt service payments and repay the
wastewater funds. This matter is a textbook case of management imprudence by the City. The
WWD would not be in this financial situation absent a conscious decision by City management
not to implement the rates required to achieve the necessary revenue requirement to meet debt
service obligations and infrastructure investment needs. And, because it is unclear whether the
instant increase will provide sufficient revenues, it is necessary to increase the frequency of
WWD’s reporting requirements through the end of its next rate case.
Commencing October 8, 2024 for the month ending September 30, 2024, and the 8" day
of each subsequent month for the prior month, WWD shall provide:
e Cash Flow Statements for the following funds
o Revenue (General) Fund
o R&R (Renewal & Replacement) Fund
o Debt Service Fund
o IFR (Infrastructure Replacement) Fund
e Status of the short-term advance from the Waste Water Department to the
Water Department to include:
o Monthly beginning balance
o Any increase in the balance (and what it was used for)
o Any decrease in the balance (and the source of funds used to decrease
the balance)
o Monthly ending balance
Additionally, no later than October 15,2024, WWD is required to submit evidence of how

it will meet both of the requirements to make their debt service payments in March and September

2025 and to repay the City (wastewater fund). This evidence shall consist of, at a minimum:



e Projections of Revenues and Expenses through September 1, 2025 that
demonstrate that Woonsocket Water can satisfy all financial obligations in a
timely manner including adequate funding to meet the March 2025 and
September 2025 Debt Service payments AND repay in full the $2 million of
short term borrowings from the Waste Water Department by September of
2025 while still providing safe and reliable service.

e If, in order to meet all financial obligations in a timely manner, Woonsocket
Water intends to defer or postpone any O&M (Operation and Maintenance)
spending or defer any planned IFR spending, clearly explain and provide the
financial impact of each deferral or postponement.

e A cash flow projection by month beginning with September 2024 cash
balances and ending at September 2025 for each of the following:

o Revenue (General) Fund

R&R (Renewal & Replacement) Fund

Debt Service Fund

IFR (Infrastructure Replacement) Fund

$2 million short term loan from Waste Water

o O O O

If WWD cannot show that it can meet all of its operational and debt obligations for the
period ending August 31, 2025 with current funding, it shall include with the filing a plan and/or
proposal for Commission consideration of how it will meet those requirements. Such proposal
may not include additional borrowings/advances from the City. If there will be any additional
deferrals of IFR spending, a statement of how such deferrals would affect provision of safe and
potable water shall be included with the plan.

Accordingly, it is hereby,

(25248) ORDERED:

1. The City of Woonsocket, Water Division did not show that this was an amendment of

the previously approved multi-year rate plan as contemplated by R.1. Gen. Laws 8 39-
15.1-4(d).

2. The City of Woonsocket, Water Division showed the need for the revenue increase

previously approved by the Public Utilities Commission in Order No. 23895.



3. The City of Woonsocket, Water Division’s request to collect additional operating
revenue in the amount of $2,900,154 to support total rate revenues of $11,642,070 is
approved for effect October 1, 2024.
4. The City of Woonsocket, Water Division shall comply with all reporting requirements
contained herein.
EFFECTIVE AT WARWICK, RHODE ISLAND ON OCTOBER 1, 2024, PURSUANT
TO AN OPEN MEETING DECISION ON SEPTEMBER 19, 2024. WRITTEN ORDER ISSUED
FEBRUARY 3, 2025.
PUBLIC UTILITIES COMMISSION
Ronald T. Gerwatowski, Chairperson

Abigail Anthony, Commissioner

*John C. Revens, Jr.
*Commissioner Revens is unavailable for signature due to his retirement.

NOTICE OF RIGHT OF APPEAL: Pursuant to R.I. Gen. Laws § 39-5-1, any person
aggrieved by a decision or order of the PUC may, within seven days from the date of the order,
petition the Rhode Island Supreme Court for a Writ of Certiorari to review the legality and
reasonableness of the decision or order.



