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Re:  Narragansett Bay Commission — Docket 25-32-WW
Dear Ms. De La Rosa:
Enclosed herewith please find an original and nine copies of the following:

1. The Narragansett Bay Commission’s Response to the Rhode Island Division of Public
Utilities and Carrier’s Data Requests (Set Four).

Please note that an electronic copy of this document has been provided to the service list.

Thank you for your attention to this matter.

Sincerely,

S
Joseph A. Keough Jr.
Enclosure

cc: Docket 25-32-WW Service List (via electronic mail)
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The Narragansett Bay Commission’s Response
To The Rhode Island Division of
Public Utilities and Carriers’

Data Request

Set 4
DIV 4-1: Refer to NBC witness Weaver’s rebuttal testimony at page 8 which contains the
following chart showing “Monthly Service Fee Credits Earned” and the
accumulation of amounts for an “Accrued Service Fee Credit”:
Existing Revised
Billing Total Service Fee | Service Fee Monthly Accrued
Period Dry @%$600.81 | @$950aDry | Service Fee | Service Fee
Ending Tons per Dry Ton* Ton Credit Earned Credit
12/31/2025 1,000 $600,810 $950,000 $349,190 $349,190.00
1/31/2026 1,000 $600,810 $950,000 $349,190 $699,689.46
2/28/2026 1,000 $600,810 $950,000 $349,190 $1,051,503.30
3/31/2026 1,000 $600,810 $950,000 $349,190 $1,404,636.44
4/30/2026 1,000 $600,810 $950,000 $349,190 $1,759,093.82
5/31/2026 $1,765,690.42

a. What actual amounts of “Monthly Service Fee Credit Earned” has NBC
recorded for each month, and in what account did NBC record those
amounts?

b. As of March 31, 2026, what balance has NBC recorded on its books for the
“Accrued Service Fee Credit” and in what account is that recorded?

c. Is NBC recording the “Monthly Service Fee Credit Earned” into a regulatory
liability account, for which the amortization of such amounts will be used by
NBC to reduce NBC’s future recorded biosolids disposal expenses? Explain
fully.

d. Will all amounts that have been recorded by NBC for the “Accrued Service
Fee Credit” through May 31, 2026 be carried on NBC’s books in a regulatory
liability account until such amounts have been fully applied to reduce NBC’s
recorded biosolids disposal expense? If not, explain fully.

e. Will NBC’s application of the “Accrued Service Fee Credit” to reduce NBC'’s
future biosolids expense be accounting for by debiting (reducing) the May
31, 2026 “Accrued Service Fee Credit” regulatory liability account and
crediting (reducing) NBC’s biosolids disposal expense? If not, explain fully
why not and show in detail NBC's alternative accounting.

f.  Explain fully and in detail how the accounting and tracking that NBC is using
for the “Monthly Service Fee Credit Earned” and that NBC proposes to use
for the “Accrued Service Fee Credit” would assure that NBC's ratepayers are
not going to be duplicatively charged or over-charged for biosolids expense
in FY 2027 and in fiscal years beyond FY 2027.
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Response:

a. Under GASB guidance, when a government agency does not retain control of the
funds, and the company may use them at its discretion, the agency is considered to
have relinquished control. As a result, the payment is recognized as an expense at the
time it is made rather than recorded as an asset. Accordingly, the difference between
the original and revised service fee is recorded in the biosolids disposal expense
account (53480).

Although the expense has been recognized, NBC continues to track the cumulative
difference between the original and revised service fees. As of March 31, 2026, this
amount totals $1,541,457.53. NBC’s accounting department will review invoices to
confirm that service fee credits paid since December 2025 have been accurately
applied and reflected as reductions on the biosolids disposal invoices in accordance
with the contract to assure the ratepayers are not overcharged.

b. See response to a.
c. Seeresponse to a.
d. See response to a.
e. See response to a.

f. Seeresponse to a.

Sponsored by: Leah Foster, CPA
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Refer to NBC witness McDonald’s rebuttal testimony at page 4 where he states
that: “there may be insufficient room to issue additional debt for future capital
projects without material risk to NBC’s credit rating (which in turn impacts the
interest rates NBC can borrow) and more importantly, without potentially raising
future rates to levels which approach US Environmental Protection Agency
affordability guidelines.”

a.

What is NBC’s current credit rating?
Response: AA-
Identify and provide the documents which show NBC's current credit rating.

Response: NBC posts its current credit ratings here:
https://www.narrabay.com/about/financial-information-2/

In fiscal years 2022 through 2026 to date, has NBC's credit rating changed? If
so, explain fully and identify what it was before and after each change.

Response: No.

What does NBC mean by “insufficient room to issue additional debt”?
Explain fully and state the quantities of “sufficient room” and “insufficient
room” each in terms of a quantitative dollar amount.

Response: The full statement made in my testimony was as follows:
“Second, there may be insufficient room to issue additional debt for future
capital projects without material risk to NBC's credit rating (which in turn
impacts the interest rates at which NBC can borrow) and more importantly,
without potentially raising future rates to levels which approach US
Environmental Protection Agency affordability guidelines. This additional
coverage (and therefore higher PAY-GO) helps NBC begin to mitigate this
issue.” The preceding paragraph on pages 3 and 4 of my rebuttal testimony
addressed how a high debt to revenue ratio can impact a credit rating. More
generally, the concept of “insufficient room” is similar to that of the US
national debt. Eventually, the US Federal government may run out of the
ability to issue new Treasuries affordably (or at all) if it doesn’t reduce its
borrowing. When, at what amount, and what interest rate is, of course,
unknown and based on many factors that can change and are not within the
ability of NBC to quantify.

How did NBC specifically identify the level of additional debt at which “room”
would be insufficient? Explain fully and provide the related quantitative
analysis.

Response: See subsection d. above.


https://www.narrabay.com/about/financial-information-2/
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Identify and provide the version of the “US Environmental Protection Agency
affordability guidelines” to which Mr. McDonald is referring.

Response: https://www.epa.gov/system/files/documents/2023-01/cwa-
financial-capability-assessment-guidance.pdf

What information does NBC currently have showing whether utility costs to
any of NBC’s residential customers exceed 3%—4.5% of household income?
Explain fully and provide the related information that NBC has concerning
affordability.

Response: NBC’s main purpose to increase its revenue-funded capital
(PAYGO) is to save ratepayers money by reducing interest costs associated
with borrowing. The issue at hand is clear: it is cheaper to pay cash for
something than finance it over 30 years, and reducing borrowing by
increasing revenue funded capital saves ratepayers’ money by avoiding
unnecessary interest payments in the future.

Because NBC's capital spending will be at least S$40M each year, year after
year (growing with inflation) in perpetuity, without a change in approach
which NBC is asking to begin to implement in this Docket, the ratepayers will
pay for each year’s capital spending with 30 years of interest payments
tacked on top, year after year, stacking up and compounding interest costs.
This is expensive for ratepayers.

What evaluations and assessments have been made by or for NBC using
updated Financial Capability Assessment (FCA) guidance that factors in
poverty rates, and consumer assistance programs (CAPs)? Explain fully and
provide the related documents that NBC is relying upon.

Response: NBC’'s main purpose to increase its revenue-funded capital
(PAYGO) is to save ratepayers money by avoiding unnecessary interest costs
in the future. Where rates are relative to EPA affordability metrics are
irrelevant to whether the proposal to save ratepayers money in unnecessary
interest costs.

Do the EPA affordability guidelines consider the amounts that customers are
paying for utility rates? If so, explain specifically NBC’'s understanding of how
that is considered.

Response: As noted above, NBC’'s main purpose to increase its revenue-
funded capital (PAYGO) is to save ratepayers money by avoiding unnecessary
interest costs in the future. An effort to save ratepayers money should not be
undertaken only when rates approach affordability guidelines. Thus, where
rates currently are relative to EPA affordability metrics is irrelevant to
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whether NBC’s proposal saves ratepayers money in unnecessary interest
costs.

Has NBC received any notifications from the EPA or other agencies that
NBC’s rates are currently, or are becoming unaffordable? If so, explain fully
and provide the related documents.

Response: Again, an effort to save ratepayers money should not be
undertaken only after rates are, or are becoming unaffordable. NBC's main
purpose to increase its revenue-funded capital (PAYGO) is to save ratepayers
money by avoiding unnecessary interest costs in the future. Thus, where
current rates are relative to EPA affordability metrics is irrelevant to whether
the proposal saves ratepayers money in unnecessary interest costs.

Concerning the statement about raising NBC’s rates for additional coverage,
please identify (1) the amounts of NBC’s total revenue requirement for each
fiscal year, FY 2022 through FY 2026, and (2) the amounts of each fiscal
year’s revenue requirement that NBC believes was designated for Debt
Service Coverage.

Fiscal Year (1) (2)

FY 2022 $104,645,125 $10,411,979
FY 2023 $106,784,295 $10,288,509
FY 2024 $112,274,532 $11,989,561
FY 2025 $114,802,150 $11,161,456
FY 2026 $127,232,606 $12,515,321

Is NBC providing any assurance that all amounts that are included in its
revenue requirement for FY 2027 for increasing the Debt Service Coverage
ratio from 1.25 times to 1.30 times will be used by NBC for PAYGO funding of
capital projects? If not, explain fully why not. If so, what specific assurance
is NBC providing and how will NBC enable such a commitment to be verified?

Response: As stated before, NBC's revenue funded capital (PAYGO) and its
Debt Service Coverage are substantially the same. If NBC increases its Debt
Service Coverage, its revenue funded capital (PAYGO) goes up by the same
amount.

NBC cannot generally use its “Debt Service Coverage” for operating expenses
except under limited circumstances — such as funding of the Operating
Reserve for Revenue Stability Fund and the Operation and Maintenance
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Reserve Fund — outlined in Docket No. 3905 (Order 19380) and Docket 22-
47-WW (Order 24973 and Settlement Agreement).

Sponsored by:Kevin McDonald
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Refer to NBC witness McDonald’s rebuttal testimony at page 3, where he states
that a higher DSC coverage ratio: “allows NBC to use the cash generated from
higher debt coverage to increase the amount of cash funding of its capital
program and reduce the amount of borrowing. i.e., that NBC would like to fund
larger amounts of pay-as-you-go (“PAYGO”) construction projects with the
additional margins that NBC would be receiving if the Commission allows the
debt service coverage ratio to be increased from the current 1.25 times to NBC’s
requested 1.30 times.

a.

Identify the amount of net margin NBC recorded in each year, FY2022
through FY 2025 and to-date in FY2026.

Response: First, my testimony did not refer to “additional margins” NBC
would be receiving. Second, NBC is a quasi-state agency. Net margins are
applicable to investor-owned utilities with profits, not quasi-state agencies
such as NBC.

Identify the specific PAYGO construction projects that NBC funded in each
year, FY2022 through FY 2025 and to-date in FY2026 from those net margin
amounts in each year.

Response: See subsection a. above.

What specific PAYGO construction projects, and at what funding amounts for
each and in total, does NBC plan to fund in FY 2027 if the debt service
coverage is held to the current 1.25 times?

Response: This question misunderstands the concept of PAYGO. As with
most utilities, the capital program in any one fiscal year is funded with a
mixture of PAYGO (a/k/a Cash) and debt. The level of PAYGO only changes
the amount NBC must borrow to fund its capital spending each year, not the
overall level of capital spending.

By way of example, in my Docket 25-40-WW (Debt Service Compliance Filing)
testimony, | included the following table that showed Capital Uses (7/1/25-
6/30/27):
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Capital Uses (7/1/25 through 6/30/27):
CSO Phase IIl A Facilities $ 206,529,242
Wastewater Treatment Facilities Improvements 19,975,925
Field's Point Resiliency 42,598,576
Bucklin Point Resiliency 17,810,722
Sewer System Improvements 7,039,499
Dewatering Improvements 51,814,760
Interceptor Inspection, Restoration & Construction Projects 4,000,000
Infrastructure Management 4,530,800
Cost of Issuance (2026 Series A) 976,000
Total Uses $ 355,275,524

As stated previously, If NBC increases its Debt Service Coverage to 1.30X in FY
2027, it will increase PAYGO by roughly $2.7M and reduce the amount it
must borrow to fund its capital projects in FY 2027 by the same amount.

What specific PAYGO construction projects, and at what funding amounts for
each and in total, does NBC plan to fund in FY 2027 if the debt service
coverage were allowed to be increased to NBC’s requested 1.30 times?

Response: See subsection c. above. This question misunderstands the
concept of PAYGO. The level of PAYGO only changes the amount NBC must
borrow to fund its capital spending each year, not the overall level of capital
spending.

What specific additional PAYGO construction projects does NBC plan to fund
in FY 2027 if the debt service coverage were allowed to be increased from
the current 1.25 times to NBC’s requested 1.30 times?

Response: As noted above, NBC’s proposal to increase its debt service
coverage is not to add additional projects. The goal of the proposal is to
change the mix of PAYGO and Debt Funding for capital projects by increasing
PAYGO and reducing debt and the corresponding interest that comes with
debt.

For each project identified in the responses to parts b through e, above, what
is the expected service life and, if different, depreciation life that NBC is
using? Explain fully and provide details for the related expected service life
and depreciation.

Response: See above.

Does PAYGO funding of construction projects by NBC in a given fiscal year
involve using ratepayer-provided funds, revenues and margins that are
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received by NBC in that fiscal year to fund or pay for capital projects that
have an expected useful life that extends beyond the end of the fiscal year?
Explain fully.

Response: See above. NBC does not have margins. Further, most capital
projects, whether they are funded by debt or PAYGO, typically have a useful
life that extends beyond the fiscal year.

h. Inany of the recent fiscal years, FY 2022 through FY 2025 and to-date in
FY2026, has NBC used debt service coverage margin amounts to address
fluctuations in revenues and operating expenses? If so, please explain the
use of DSC margins in each year to address fluctuations in revenues and
operating expenses.

Response: First, NBC is not an investor-owned utility with profit and loss.

NBC generally cannot use its “Debt Service Coverage” for operating expenses
and fluctuations in revenues. However, NBC does have an Operating Reserve
for Revenue Stability Fund and Operation and Maintenance Reserve Fund
which are well known to the Division. NBC was required by the RIPUC to fund
these reserves out of Debt Service Coverage in Docket No. 3905 (Order
19380) and Docket 22-47-WW (Order 24973 and Settlement Agreement),
which had the effect of increasing the amount NBC had to borrow for its
capital projects in those years by the same amount of funding for the
reserves.

Sponsored by: Kevin McDonald
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DIV 4-4: Refer to NBC witness McDonald’s rebuttal testimony at pages 8-9 where he

discusses insurance deductibles.

a. What amounts has NBC recorded by account for insurance deductibles in
each fiscal year, FY 2022 through FY 2025 and to-date in FY2026?

b. What amount for insurance deductibles has NBC budgeted for FY 20277
Response:

a. NBC began tracking insurance deductibles in FY 2023.

Fiscal Year Amount
2023 Actual $104,000
2024 Actual $56,785
2025 Actual $8,000
2026 YTD $63,180

b. Zero.

Sponsored by: Kevin McDonald
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attached Service List by electronic mail and copies to Stephanie De La Rosa, Commission Clerk,
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Narragansett Bay Commission
Joseph A. Keough, Jr., Esq.
Keough & Sweeney

41 Mendon Ave.

Pawtucket, Rl 02861

ikeoughjr@keoughsweeney.com;

401-724-3600

Kevin McDonald, Chief Financial

Officer

Narragansett Bay Commission
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Providence, RI 02905
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401-461-8848
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GDS Associates, Inc.
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Ralph Smith rsmithla@aol.com; 734-522-3420
Larkin & Associates, PLLC dawn.bisdorf@gmail.com;
1_5725_3 Farr_nm_gton Road msdady@gmail.com;
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/s/ Joseph A. Keough Jr.

Joseph A. Keough Jr., Esquire # 4925
KEOUGH + SWEENEY, LTD.

41 Mendon Avenue

Pawtucket, RI 02861

(401) 724-3600 (phone)
jkeoughjr@keoughsweeney.com
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