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*ADMITTED TO PRACTICE IN
RHODE ISLAND & MASSACHUSETTS

June 5, 2015

Division of Public Utilities and Carriers

89 Jefferson Boulevard
Warwick, Rl 02888

Re:  Pawtucket Water Supply Board, General Rate Filing

Docket No. 4550

Dear Ms. Massaro:

Enclosed please find an original and nine (9) copies of the following:

1. The Pawtucket Water Supply Board Response to Cumberland’s Data Requests (Set 3).

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

Thank you for your attention to this matter.

JAK/KF
Enclosures

Sincerely,

el f

Joseph A. Keough Jr.

cc: Karen Lyons, Esquire
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STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-1:

Response:

Prepared by:

[Ref. — PWSB response to Cumb. 1-1 and Sch. DGB-2] The FY2014
audited statement (page 10) shows a “Changein net position” of
$3,619,718. Sch. DGB-2 (page 4 of 4) shows a “Net Income/(Loss)” of
$3,619,716 for FY2014. Do these two amounts, except for a S2
roundingdifference, indicate the same level of Total Revenuesin
excess of Total Expenses for the PWSB system in FY2014? If negative,
please explainin detail what each amount represents. Does eitheror
both of these amountsindicate thatthe approved ratesin FY2014
provided more than sufficient revenues to cover (pay for) all system
costsin FY2014. If negative, please explainin detail why thisis not the
case.

Except for the S2 roundingdifference, the schedule and the audited
financial statement do reflect Total Revenues in excess of Total
Expenses for the PWSB system in FY2014. Regarding whether this
excess as presented on the audited financial statementand DGB-2
indicatethatthe approved ratesin FY2014 provided morethan
sufficient revenues to cover (pay for) all system costs in FY2014, the
answer is no. These totals reflect the GAAP basis financial balances
and do notreflect the regulatory basis upon which the PWSB rates are
calculated. Since the PWSB is a municipal and notinvestor owned
utility, several regulatory adjustments have to be made to the GAAP
basis financial such as removing depreciation, adding principal paid on
debtand addingthe expenditures for capital additions. The regulatory
basis financial balances are reflected on DGB-1.

In addition, the PWSB’s rate filingdocuments demonstrate why the
current revenues are not sufficient. Please refer to Woodcock

Schedule 11.0 for a summary of this documentation.

D. Bebyn and C. Woodcock



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-2:

Response:

Prepared by:

[Ref. — PWSB response to Cumb. 1-5 and DGB-6] Please provide all
assumptions, calculations and supporting documents used to derive
the “One time DOT Revenue” adjustmentin FY2012. To the extent this
total adjustment can be separated into its component parts due to
havingbeen received on different dates and/or for different
services/goods, provide these separable amounts and explainin detail
why each component should not beincluded in misc. revenuesin
FY2012.

The “one time DOT revenue” results from the settlement of a RIDOT
claim of $371,529 against the PWSB, which was an accrued liability
and relates to a Roosevelt Avenue construction project duringthe
years 1991 through 1993. PWSB disputed the RIDOT claim. This claim
was finally settled during FY2012 for a final payment of $115,000.
Therefore, the remaining accrued liability balance of $256,529 was
reclassified to miscellaneousincomein FY2012.

R. Benson



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-3:

Response:

Prepared by:

[Ref. — PWSB response to Cumb. 1-7 and Schedule Cumb 1-7] With
respect to just the O&M Reserve Fund, what was the required funding
level atthe end of FY2014? Please provide all assumptions,
calculations and supportingdocuments used to derive that amount.
Again, with respect to just the O&M Reserve Fund, if the funds
maintainedin that Fund exceed the required levels at the end of a
fiscal year, can theamount in excess of the required amounts be used
for other purposes? If negative, please explain why with reference(s)
to the specific requirements and the associated documents. Would
your response to the last question be any different if the excess
amountin this Fund was significantly greater (by say 3 or 4 times) than
the required amount? If affirmative, explainin detail why.

Whether the PWSB can use funds that exceed the required level at the
end of a fiscal year for other purposes, depends on the source of the
excess funds. Forinstance, the current balancein the O&M Reserve
Fundis $2,708,185, which exceeds the required level by $400,983. Of
thisamount, $338,776 is attributable to interestincome and, in
accordance with Section 512 of the Indenture, must be retained in the
O & M Reserve, and cannot be used for other purposes. However, as
set forth in the PWSB'’s original filing, the excess funds attributable to
interestincome will offset the need to recover money in rates to fund
thisreserve in the future because as the PWSB’s O&M Costsincrease
so too does the amount required to fund thisreserve

Upon advice of Bond Counsel, and to ensure compliance with the Trust
Indenture, the PWSB will withdraw the remaining excess amount of
$68,207 from this account, as these funds should not have been
deposited into this account. However, the PWSB has to deposit this
amountinto the IFR account pursuant to the terms of Section
504(2)(ix) of the Trust Indenture.

Robert Benson with information from bond counsel, Karen S.D.
Grande, Esquire



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-4:

Response:

Prepared by:

[Ref. — PWSB response to Cumb. 1-7 and Schedule Cumb 1-7] With
respect to just the Infrastructure Replacement (IFR) Account, what was
the required fundinglevel atthe end of FY2014? Please provide all
assumptions, calculations and supportingdocuments used to derive
thatamount. Again, with respectto just the IFR Account, if the funds
maintainedin that Fund exceed the required levels at the end of a
fiscal, can theamountin excess of the required amounts be used for
otherpurposes? If negative, please explain why with reference(s) to
the specificrequirements and the associated documents. Wouldyour
response to the last question be any different if the excess amountin
this Account was significantly greater (by say 3 or 4 times) than the
required amount? Ifaffirmative, explainin detail why.

The PUC’s orderin the PWSB’s most recent docket (4171) authorized
the PWSB to fund its restricted IFR account with an amount not to
exceed $2,500,000. However, the PWSB is not required to “whole
dollarfund” this account, which means the PWSB does not deposit
1/12" of the $2,500,000 into the restricted IFR account. Thus, there is
no “required” fundinglevel.

R. Benson



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-5:

Response:

Prepared by:

[Ref. —PWSB response to Cumb. 1-8 and Schedule DGB-1] Are there
capital costsin PWSB’s budget that need to be paid for with rate
revenuesin additionto O&M costs? Grant Revenues were
approximately $84,000 in FY2012 and $52,000 in FY2013. What
amount of such revenues have been received to datein FY2015; and
what is the likely level of such revenues expected for the remainder of
FY2015? Arethereany circumstances or limitationsthat would make
it impossible to receive such revenues going forward? If affirmative,
please provide specific references or documents that support/verify
your response.

PWSB’s O&M Budget only includes capital costs for capitalized labor,
which is paid with rate revenues. All other capital costs are paid from
the IFR fund or debt service loan proceeds.

Grant Revenue received for FY2015 amounts to $123,091and has
already been received. Thisrevenue consists of $56,054 of debt
forgiveness on RICWFA Bonds and a one-time grant $67,037 from
National Grid for the purchase and installation of energy conservation
equipment. The PWSB will not receive any more grant revenue in
FY2015.

The PWSB is not aware of any circumstances or limitations that would
make it impossible to receive such revenues going forward. However,
the revenue for debt forgiveness is restricted to the debt service fund.
See the attached schedule Cumb. 3-5 that documents future Grant
Revenue on a fiscal year basis. The amounts reported on this Schedule
agree with the debt service schedules provided in Tab D, Index Item
2.9(f). Toobtainthissametype of grant revenuein the future, the
PWSB would have to undertake a borrowing that has similar debt
forgiveness provisions.

R. Benson
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STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-6:

Response:

Prepared by:

[Ref. — PWSB response to Cumb. 1-9 and Schedule DGB-1] When you
capitalize some of yourlabor expenses to a capitalimprovement
project are those labor costs recovered over time through debt service
payments associated with the debtissued to pay for those capital
improvements? If negative, please explainin detail why thisis not the
case? If thosesame labor costs are also expensed in a given year, and
thusincluded in thetotal revenue requirement, wouldn’t therebea
doublerecovery of those expenses overtime? If negative, please
explainin detail why thisis not the case? Please provide the amounts
of labor costs that have been capitalized in fiscal years 2011 through
2014 and the current expected amount for FY2015.

Capitalizedlabor costs are not recovered over time through debt
service payments because employee labor costs are only recovered
from rate revenue authorized for operationand maintenance costs.
Therefore, there is no double recovery of these costs. See Schedule
Cumb. 3-6 for capitalized labor for fiscal years FY2011 through FY2014.
The amount for FY2015 cannot be estimated at thistime. The actual
amount will be determined after year end duringthe year-end close
periodin preparation forthe annual audit.

R. Benson
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STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-7:

Response:

Prepared by:

[Ref. — PWSB response to Cumb. 1-10 and Schedule DGB-1] What was
the total “refunding loss” that resulted from PWSB’s 2003 refunding
of the Pawtucket PublicBuilding Authority bonds? How many years
was it amortized over, and what were the beginningand endingyears
of the amortization period? Was thisrefundingapproved by the
RIPUC and/orotherregulatory agencies? Wasany portion orall of the
resultingloss avoidable ordue to actions/inactions of the PWSB?

Please see the attached schedule for the total “refunding loss” that
resulted from PWSB’s 2003 refunding of the Pawtucket Public Building
Authority bonds. This schedule includes the total “refundingloss” for
each debtissue. The refundinglosses were audited by the PWSB’s
independent auditors. This schedule also contains the beginningand
ending of the amortization period. Yes, the refundingwas approved by
the PUC and/or other regulatory agencies. The PWSB undertook this
refundingas part of the borrowings that financed the PWSB’s new
water treatment plantand a portion of the PWSB’s distribution system
rehabilitation. The PBA debt had to be defeased for the PWSB to
borrow the necessary funds from the RICWFA, so there was no portion
of the “resultingloss avoidable or due to actions/inactions of the
PWSB.” For more detailed information, please see the PWSB’s past
Dockets in which these issues were addressed in detail by the PUC,
specifically, Dockets 3378 and 3497.

R. Benson with input from Maureen Gurghigian of First Southwest
Company



PWSB
Deferred Refunding Losses
For the year ended
6/30/2014

Deferred
Refunding Loss
Series 2003A

Deferred
Refunding Loss
Series 2003B

GL Account # 305-0000-199.11-00 305-0000-199.12-00

Account Balance

Date Description

Account Balance

12/30/2003 Loss on 2003 refunding of old debt
remaining life of old debt (years)

Annual amortization

Original balance/Balance forward
less: FY04 amortization

6/30/2004 Beginning Balance

6/30/2005 Annual amortization
6/30/2005 Balance per year end general ledger

6/30/2006 Annual amortization
6/30/2006 Balance per year end general ledger

6/30/2007 Annual amortization
6/30/2007 Balance per year end general ledger

6/30/2008 Annual amortization
6/30/2008 Balance per year end general ledger

6/30/2009 Annual amortization
6/30/2009 Balance per year end general ledger

6/30/2010 Annual amortization
6/30/2010 Balance per year end general ledger

6/30/2011 Annual amortization
6/30/2011 Balance per year end general ledger

6/30/2012 Annual amortization
6/30/2012 Balance per year end general ledger

6/30/2013 Annual amortization
6/30/2013 Balance per year end general ledger

6/30/2014 Annual amortization
6/30/2014 Balance per year end general ledger

6/30/2015 Annual amortization
6/30/2015 Balance per year end general ledger

6/30/2016 Annual amortization
6/30/2016 Balance per year end general ledger
Prepared by:

Date:
Reviewed by:

1,044,808.86 1,291,156.99
13 9
80,369.92 143,461.89
1,044,808.86 1,291,156.99
80,369.92 143,461.89
964,438.94 1,147,695.10
80,369.92 143,461.89
884,069.02 1,004,233.21
80,369.92 143,461.89
803,699.10 860,771.32
80,369.92 143,461.89
723,329.18 717,309.43
80,369.92 143,461.89
642,959.26 573,847.54
80,369.92 143,461.89
562,589.34 430,385.65
80,369.92 143,461.89
482,219.42 286,923.76
80,369.92 143,461.89
401,849.50 143,461.87
80,369.92 143,461.87
321,479.58 -
80,369.92
241,109.66
80,369.92
160,739.74




STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-8: [Ref. —PWSB response to Cumb. 1-11 and Schedule DGB-2] On Sch.
DGB-2 (page 4 of 4) IFR Expenditures are shown to be about $100,000
in FY 2011 and FY2012, and zero in both FY2013 and FY2014. Is this
because there were little or no funds added to that Account during
those years How much was spent on infrastructureimprovementsin
each of those years and how were they funded beyond the relatively
smallamounts withdrawn from that Account? As part of this
proposed increase has PWSB provided for enough revenues such that
it will be able to add $2.5 million to that Account each year from FY
2016 through FY2018? If negative, what is the plan for fundingthis
Account for each of those years?

Response: The figures on DGB-2 for IFR Expenditures shown to be about
$100,000 in FY 2011 and FY2012, and zero in both FY2013 and FY2014
reflect the GAAP basis expenditure. Since GAAP has expendituresfor
the purchase or construction of major asset capitalized DGB-2 does
not reflect the spendingfor these capital purchases. The amounts
which are shown on DGB-2 as stated in the responseto Cumb. 1-11
represented the expense for the engineeringsalary for the project
manager whose salary was not capitalized for that period.
Furthermore, the project engineer completed his IFR related
assignments during FY 2012 which is why no balances show up for FY
2013 and FY 2014. The amounts drawn from the IFR account, which
are not reflected on DGB-2 because the amounts were capitalized,
were $881,139 for FY 2011, $1,341,928 for FY 2012, $3,425,059 for FY
2013 and $2,593,693 for FY 2014. These amounts are also reflected
on therevision to theresponse to Cumb. 1-19. The rates proposed by
the PWSB will provide enough revenues to add $2.5 million to the IFR
Account if its consumption meets the targeted level set in this Docket.
Underthe PWSB’s Trust Indenture, the IFR account is among the last
accountsto be funded. Therefore, if the PWSB does not sell the
amount of water ultimately forecasted in this Docket, this account will
be underfunded. Thus, the setting of a realisticconsumption number
in this Docket is critical.

Prepared by: D. BebynandR. Benson



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-9:

Response:

[Ref. — PWSB responseto Cumb. 1-11 and Testimony Page 4, lines 5 -9]
As previously requested, please provide a detailed breakdown of the
three accounting adjustments [dollar amounts, specific accounts
adjusted and the year(s) involved] specified in this Test Year
“Adjustment” (M), along with an explanation of how each specifically
affects funding of the IFR Account.

The Test year adjustment Mincluded adding $7,632 to IFR from Road
Resurfacingand $2,593,693 of capital purchases that were made from
the IFR reserve account. However as stated in my testimony, thisamount
was only adjusted to the level of funding granted and required to be
restricted in the last ratefiling. Since this adjustment was a Test Year
adjustment only the expenditures for FY 2014 were involved.

Prepared by: D. Bebyn



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-10:

Objection:

[Ref. —PWSB response to Cumb. 1-11 and Schedule DGB-2] Please
provide your best estimates of the line item amounts shown in DGB-2
correspondingto FY2015 based on 10 months of actual dataand 2
months of estimated data. Asearlyas possiblein Junerevise these
amounts based on 11 months of actual dateand 1 month of estimated
data (June 2015). Lastly, as soon as possible provide an update to that
schedule based entirely of 12 months of actual data.

Objection, this requestis unreasonable and burdensome. Rule 1.18 (c) of
the Commission’sRules of Practice and Procedure allows a party to issue
datarequests for “data, studies, workpapers, reports and information
reasonablyrelevant tothe proceeding...” This request essentially calls for
the PWSB to recreate its test year in same form as Schedule DGB-2 using
estimated figures for FY15. This would require the PWSB and Mr. Bebyn
to evaluate ten months of financial information thatis currently available
for FY15. Thisinformation would then have to be examined and properly
adjusted. The PWSB and Mr. Bebyn would then have to completely
estimate financial information for the remainingtwo months of FY15. The
PWSB believes this task would require Mr. Benson and Mr. Bebyn to
expend approximately two to three full days. The actual FY15 information
can be provided after the close of thefiscal year and after accruals post
and audit adjustments are made.

Prepared by: Joseph A. Keough Jr., Esquire



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-11:

Response:

[Ref. — PWSB response to Cumb. 1-18] With respect to item 1 of your
response —how many employees will be required to work on the 2.5
holidaysthatthey didn’t haveto work on? Assumingit was about 50,
PWSB would have 125 additional man-daysof work (or 1,000 man-
hours). Has PWSB factored intoits proposed revenue requirements a
level of overtime labor hours and dollaramounts? If so, what are they?
With respect to item 2 of your response—whatis PWSB’s estimate of the
“offset” attributable to “increased employee co-pay(s)?”

All PWSB employees, except those in the Teamsters Union, are required
to work the 2.5 daysthat were holidaysin the expired union contracts. A
new Teamster contract is still in negotiations and these 10 employees will
continueto have these 2.5 paid holidays untilthereis a new bargaining
agreement.

PWSB estimates overtime dollaramountsin its revenue requirements.
The estimated overtime dollaramounts are as follows:

Transmission & Distribution Department $93,077

Engineering 6,545
Customer Service 740
Metering 1,021

Total Overtime Budget $101,383

Overtime is incurred for the followingreasons and will not be affected by
changes to the holiday schedule:

a. Off houremergency repairsto the transmissionand distribution
system

b. Constructioncontractor oversight on weekends and holidays

c. Extended office hours per PUC Regulations for days performing water
service shut-offs.

PWSB estimates the current annual increased offset to the health and
dental insurance expense to be $7,804.

Prepared by: R. Benson



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-12: [Ref. —PWSB responseto Cumb. 1-19] Please reconcile the level of “IFR
Expenditures” reported on Sch. DGB-2 (page 4 of 4) and the level of
“Funds withdrawn from the IFR Account,” provided in yourresponse to
Cumb. 1-19? Whatamounts were deposited into the IFR Fund during
each of the five years shown in your response, and what was the balance
in the IFR Fund at the end of each of those five years? Whatamounts, as
part of this case, has PWSB estimated would be added to and withdrawn
from the IFR Fund each year between 2015 and 2018 (the balance at the
end of FY2014 is $2,367,407.71 as reported on Sch. CUMB 1-7)?

Response: See attached Schedule 3-12.

Prepared by: R. Benson
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Cumb. 3-13:

Response:

[Ref. —PWSB response to Cumb. 1-20] With respect to your attachment
listingall the streetsincluded in MR-10 and the detailed cost estimate,
what portion (dollaramount and percentage) of the cost estimate is
attributable to mainsthatarelarger than 12 inchesin diameter, and what
portion (dollaramount and percentage) of the cost estimate s
attributable to mainsthatare onlyin the Town of Cumberland? Assuming
the funds needed for this project (MR-10) are approved nearthe end of
thisyear orin early 2016, what s a realisticschedule for completinga
portion of the streetsin FY2016 (number of streets and dollaramount); in
FY2017 (number of streets and dollaramount); and FY2018 (number of
streetsand dollaramount)?

MR-10 consists of replacing 6’ and 8” mains. Inthe processthere may be
small sections of 12” and larger pipe that need to be replaced in order to
facilitatethe new connections. The exact dollaramountand percentage
is unknown at this point. The PWSB has replaced or cleaned and lined all
of our transmission pipingin earlier projects. Typically, the PWSB
completes 90% of the pipingwork in our projects duringthe seasonin
which the contractis awarded, so based on that | would estimate that we
would expend approximately $4.96 million in FY16, and that we would
completethe remainderin FY17.

Prepared by: J. DeCelles
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Cumb. 3-14:

Response:

[Ref. —PWSB responseto Cumb. 1-20] In describingthe benefits of the
project you state— “The new pipes will be cement lined ductileiron and
will significantly increase flow capacity as well as eliminate water quality
issues associated with unlined castiron. The replacement will also
increase fire- fighting capabilitiesin these areas.” Is the current flow
capacity of any of the pipe segments to be replaced below PWSB’s
standards or causingsignificant low flow problems to customers? If so,
specify which pipe segments and describe the variance from the standard
or the problemimpactingsome customers. Is the current water quality
from any of the pipe segments to be replaced below PWSB’s standards or
causingsignificant quality problems for customers? If so, specify which
pipe segments and describe the variance from the standard orthe
problemimpactingsome customers. Is the current fire-fighting capacity
of any of the pipe segments to be replaced below PWSB’s or industry
standards for fire-fighting capacity? If so, specify which pipe segments
and describe the variance from the standard.

To our knowledge, none of the pipe segments to be replaced are below
ISO Fire Flow Standards or are causing significant low flow problems. The
project will improve the flow capacity of the pipesand improve flow
characteristics. The project will also improve the efficiency of our
pumping efforts by removing flow restrictions. The pipesinthe project
area do experience periodic “dirty water “ during high flow events like
hot summer days or fire flow in the vicinity. One of the main reasons the
PWSB and the City of Pawtucket decided to undertake a complete
rehabilitation of the transmission and distribution system in the late
1990’s and early 2000’s was to improve the water quality and reliability
of the entire system. Priorto the commencement of the system-wide
rehabilitation, the PWSB’s customers experienced numerous water
qualityissues and service interruptions due to main breaks. The issues
related to the PWSB’s system-wide rehabilitation project have been fully
addressed before the PUC, specificallyin Dockets 3378 and 3497. As set
forth above, to our knowledge, none of the pipe segments to be replaced
are below ISO Fire Flow Standards.

Prepared by: J. DeCelles
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Cumb. 3-15:

Response:

[Ref. — PWSB response to Cumb. 1-20] With respect to your response of
the question what would the impacts (specific) be of a one year delay in
this project, you responded as follows — “While no one can be certain,
the delay would likely result in increased construction costs due to
inflation, as well as the potential for unnecessary maintenance costs due
to leaks and other issues. Any delays in the project could also result in
increased interest rates for project loans.” By how much do you believe
construction costs are likely to increase by over the next year or two due
to inflation? Isit also possible that construction inflation rates over this
short term timeframe could be 1% or lower? Is the potential for
unnecessary maintenance costs due to leaks and other issues relatively
high or relatively low? In the past 2 years (FY 2014 and FY2015 to date),
which of the mains to be replaced as part of this project experienced
significant leaks in terms of lost water and high repair cost? Please list
the location, date and cost of repair for each such leak. By how much do
you believe interest rates on PWSB loans are likely to increase by over
the nextyear ortwo? Isit also possiblethat such interest rates over this
short term timeframe could remain unchanged? Areyou aware thatsuch
rates have either decreased or not increased significantly in recent years?

There is no way to definitively predict construction costs if the PWSB
delayed this project. We do know that the cost of water works materials
has steadily increased in recent years and the fixed costs for items such
as police details have also increased. | would not anticipate either of
those costs will decrease. The actual construction costs seem to fluctuate
inversely with the economy. When the economy is slow, our experience
is that the costsin response to our project bids are lower, which may be
attributable to the scarcity of work and increased competition. However,
in good economic times, our experience is that the responses to project
bids contain higher costs. So if the local economy improves, the
construction costs are more likely to increase.

It difficult to say whether the potential for unnecessary maintenance
costs dueto leaks and otherissues s relatively high or relatively low? The
PWSB would need to know the frame of reference assumed in this
guestion. However, it would stand to reason that older pipe that is not
replaced or re-lined is more likely to need maintenance that could be
avoided if it were replaced or re-lined.
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To determine which of the mains to be replaced as part of this project
experienced “significant” leaks in terms of lost water and “high” repair
cost in the past two years (FY 2014 and FY2015 to date) would be very
difficult. First, the terms “significant” and “high” are undefined in this
guestion. Second, this project encompasses 35,562 linear feet of pipe on
numerous streets in two cities. To determine the amount and cost of
repairs on the streets in this project for the past two years would require
someone to go through thousands of work orders and determine which
work was on the project streets. This would be an extremely time
consuming project that the PWSB is unable to complete at this time.
However, the PWSB can supply the Town of Cumberland with all work
orders for the two year period requested for its own review.

Finally, the PWSB does not know how much interest rates are likely to
increase over the next year or two, or whether they will remain
unchanged. The PWSB does not know which “recent years” Cumberland
refers to in its question, but attached is a Bond Buyer’s Index supplied by
the PWSB’s financial advisor, First Southwest Company that sets forth an
index of interest rates.

Prepared by: J. DeCelles, with information provided by First Southwest Company



FIRST SOUTHWEST COMPANY
"Bond Buyer's" Index of 25 Revenue Bonds
Basis Valuation of Par Bonds

The most important guide as to what the Municipal Revenue Bond Market has done in one time period versus another is the "Bond Buyer's” 25 Revenue Bond
Index. Published on Thursday of each week, it is the accepted guide of the Municipal Bond Industry to determine trends and movements of interest rates in the
market. The Index is based on 30 year revenue bonds of 25 issuers rated from "Aaa" to "Baa 1" by Moody's Investors Service, Inc. and from "AAA" to "A" by
Standard & Poor's Corporation. Bonds in the Index include Housing, Transportation, Hospital and Pollution Control Credits.

Week 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
January 1 5.16 5.03 4.98 5.09 4.50 4.72 6.00 4,96 5.44 4.93 430 5.3 4.26
2 5.20 492 4.92 5.11 4.55 4,66 5.90 4.93 5.60 4,74 4.26 5.34 4.06
3 5.20 4.94 4.89 5.08 4.55 4,63 5.72 4.91 5,66 4,77 422 5.33 4.08
4 517 5,02 4.90 5,15 4.59 4.71 5.82 4.99 5.61 4.71 4.24 5.28 4.06
5 5.20 4.76 5.89 4.29 530
February 1 5.20 4.96 4.86 5.17 4,59 4.72 5.74 4,96 5.63 4,70 4,29 5.32 4.16
2 5.16 4.85 4.79 5.14 4.53 4.82 5.67 4.96 5.67 4,77 4,30 533 423
3 5.14 4.83 4.88 5.09 4.51 4.94 5.70 4,97 5,60 4,74 4.30 5.27 428
4 5.10 4.81 4,93 5.04 448 522 5.76 494 5.57 4,75 4.29 522 428
5
March 1 5.06 4.85 4.96 5.07 4.41 511 5.80 4,93 3.56 473 431 5.27 432
2 5.06 4,75 5.02 511 439 5,15 5.83 4.92 5.52 4.76 441 5.26 431
3 5.17 4.73 4,99 5.08 438 317 5.81 492 5.50 4.83 4.37 5.30 4.19
4 5.17 4,79 5.04 5.08 4.41 5.24 5.78 493 5.52 4.88 4.35 5.26 4,17
5 5.03 5.14 448 4.94 5.56 4,85
April 1 5.20 491 5,02 5.16 4.50 5.18 5.75 4.96 5.61 4.88 433 523 4,18
2 5.19 5.07 4,98 5.18 449 5.04 5.74 4,96 5.58 4.85 4.30 5.18 418
3 .1 5.18 4.89 5.20 443 5.06 5.63 493 5.54 4.81 4.28 512 4.18
4 5.11 5.20 4.83 522 445 5.10 5.49 491 5.51 4.78 4.29 5.13 422
3 5.28 5.57 4.31
May 1 5.09 5.32 4,84 5.24 4.45 5.07 5.57 4.89 545 4,77 4,19 5.10 447
2 5.01 5.45 4.87 3125 444 5.07 5.46 4,90 541 4.73 422 4.97 4.48
3 4.88 5.44 4.81 5.24 4.46 4,98 542 4.86 5.40 4,75 425 4.81 4.56
4 4.82 5.36 4.78 5.22 4,55 4.99 5.53 4.84 5.38 4,76 4.30 481 448
5 4.82 4.57 5.05 4,73 4.39 4.79
June 1 483 5.39 4,72 5.23 4.69 5.04 5.63 4.81 533 4.80 447 4.82
2 4,78 542 4,75 5.18 4.77 5.14 5.76 4.82 5.34 4.75 4.62 4.80
3 4,89 540 4,83 5.20 4,74 5.20 578 4.86 532 4,72 481 4.80
4 4,97 5.37 4,76 5.27 471 5.25 877 4.85 531 4.69 491 4.76
S 4.77 531 534
July | 4.99 5.34 4.82 5.31 4.70 5.14 5.76 4.84 5.36 4,65 487 4,90
2 5.00 5.26 4.84 5.21 4.71 5.04 5.70 4.79 5.30 4.56 491 5.03
3 5.10 527 4.87 5.19 4.67 5.1 5.66 4.77 532 451 4.90 5.07
4 5.20 5.26 4.86 5.13 4,63 523 5.67 4,78 532 4,44 5.03 499
5 5.31 5.20 5.66 4.80 4,93
August | 542 5.24 490 5.06 4,66 5.23 5.68 4.79 5.21 4.46 3.05 4.89
2 542 5.15 4.93 5.02 4,67 5.17 5.66 4.74 5.09 4.30 5.05 4.86
3 5.50 5.12 4.88 4.97 4,75 5.15 5.62 4.69 5.10 4,52 5.18 4,85
4 5.41 5.13 4.87 4,93 4.89 5.17 5.59 4.61 5.13 4.49 5.29 4.80
5 5.40 491 4.83 4.45 5.30
September 1 541 5.09 483 4,88 4.81 5.15 543 4.63 5.15 443 535 4.83
2 5.32 5.07 4.87 4.85 4.69 5.09 533 4.65 5.07 442 5.31 4.86
3 524 5.03 4.96 4.79 4.76 5.44 4.98 4.63 5.11 437 5.24 4.90
4 5.22 4,97 4,98 4.77 477 5.56 4.86 4,58 4.96 431 547 4.78
5 5.04 4.59 5.01
October 1 5.20 5.02 5.06 4,77 4.72 5.69 4.69 4,58 5.04 4.28 5.17 4,72
2 5.34 5.08 5.1 4.76 4,78 597 4.69 4,57 5.06 4.32 523 4,65
3 5.34 4,99 513 4.79 473 6.48 4.86 4.60 5.07 4.33 5.25 4.46
4 5.25 493 5.21 4.78 4,67 6.06 4.87 4.67 5.10 433 5.16 4.49
5 5.24 497 6.09 495 5.14 4.53
| 5.23 4.99 5.24 4.61 473 6.02 5.01 4,71 5.05 4.29 5.18 4.61
November 2 5.17 5.10 524 4.60 4.85 5.98 5.02 4.87 5.00 4.23 5.23 4.62
3 5.09 5.07 5:21 4.60 4,85 5.98 5.04 5.25 5.09 4.17 5.26 4.62
4 5.09 5.07 5.20 4.60 4.80 6.06 5.03 5.16 5.06 4,14 5.23 4.58
5 4.55 4.77 4.08
December | 5.19 515 523 4.53 4.74 6.17 4.98 5.18 5.09 4.06 5.30 4.50
2 515 4.99 5.20 4,52 4.79 6.39 493 5.32 5.03 4.12 537 4.41
3 5.06 4,95 5.19 4.53 4.76 6.22 4.92 5.48 5.01 4.26 5.40 443
4 5.04 5.00 5.15 4.56 4.80 6.07 4.94 542 5.01 4,28 5133 443
5 5.05 5.04 31 4,95 5.38 4.97 4.39
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Cumb. 3-16:

Response:

[Ref. —PWSB response to Cumb. 1-21] With respect to your attachment
listingall the streetsincluded in CL-6 and the detailed cost estimate, what
portion (dollar amount and percentage) of the cost estimate is
attributable to mains that are larger than 12 inches in diameter?
Assumingthe funds needed for this project (CL-6) are approved near the
end of FY2016, what s a realisticschedule for completinga portion of the
streetsin FY2016 (number of streets and dollaramount), ifany; in FY2017
(number of streets and dollaramount); and in FY2018 (number of streets
and dollar amount)?

CL-6 consists of cleaningand lining mainly 6” and 8” mains. Inthe
process there may be small sections of 12” and larger pipe that need to
be replacedin orderto facilitate the new connections. The PWSB has
replaced or cleaned and lined all of our transmission pipingin earlier
projects. Typicallythe PWSB completes 90% of the pipingwork in our
projects duringthe season in which the contractis awarded, which would
mean that the bulk of the work, approximately $3.87 million, would take
placeinthe very end of FY16 and the beginningof FY 17. There would
likely be @ minor amount of work in the spring of FY17.

Prepared by: J. DeCelles



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-17:

Response:

Prepared by:

[Ref. — PWSB response to Cumb. 1-21] In describingthe benefits of
the project you state— “The cleaned and lined pipes will significantly
increase flow capacity as well as eliminate water quality issues
associated with unlined castiron. The cleaningand liningwill also
increase fire- fighting capabilitiesin these areas.” Is the current flow
capacity of any of the pipe segments to be cleaned and lined below
PWSB’s standards or causingsignificant low flow problems to
customers? If so, specify which pipe segments and describe the
variance from the standard or the problem impacting some customers.
Is the current water quality from any of the pipe segments to be
cleaned and lined below PWSB’s standards or causingsignificant
guality problems for customers. If so, specify which pipe segments
and describe the variance from the standard or the problem impacting
some customers. Is the current fire-fighting capacity of any of the pipe
segments to be cleaned and lined below PWSB’s or industry standards
for fire-fighting capacity? If so, specify which pipe segmentsand
describe the variance from the standard.

To ourknowledge, none of the pipe segments to be replaced are
below ISO Fire Flow Standards or are causingsignificant low flow
problems. The project willimprove the flow capacity of the pipesand
improve flow characteristics. The new pipes alsoimprove the
efficiency of our pumping efforts by removing flow restrictions. The
pipesinthe project area do experience periodic “dirty water “ during
high flow events like hot summer days or fire flow in the vicinity. One
of the main reasons the PWSB and the City of Pawtucket decided to
undertake a complete rehabilitation of the transmissionand
distribution systemin the late 1990’s and early 2000’s was to improve
the water quality and reliability of the entire system. Priorto the
commencement of the system-wide rehabilitation, the PWSB’s
customers experienced numerous water quality issues and service
interruptions due to main breaks. The issues related to the PWSB’s
system-wide rehabilitation project have been fully addressed before
the PUC, specificallyin Dockets 3378 and 3497. As set forth above, to
our knowledge, none of the pipe segments to be replaced are below
ISO Fire Flow Standards.

J. DeCelles
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Cumb. 3-18:

Response:

[Ref. — PWSB response to Cumb. 1-21] With respect to your response of
the question what would the impacts (specific) be of a one year delayin
this project, you responded as follows — “While no one can be certain,
the delay would likely result in increased construction costs due to
inflation, as well as the potential for unnecessary maintenance costs due
to leaks and other issues. Anydelaysinthe project could also resultin
increased interest rates for project loans.” By how much do you believe
construction costs are likely to increase by over the next year or two due
to inflation? Isit also possible that constructioninflationrates over this
short term timeframe could be 1% or lower? Is the potential for
unnecessary maintenance costs due to leaks and otherissuesrelatively
high or relatively low? In the past 2 years (FY2014 and FY2015 to date),
which of the mainsto be cleaned and lined as part of this project
experienced significant leaksin terms of lost water and high repair cost?
Please list the location, date and cost of repair for each such leak. By
how much do you believe interest rates on PWSB loans arelikely to
increase by over the nextyear or two? Is it also possible that such
interest rates over this short term timeframe could remain unchanged?
Are you aware that such rates have either not increased significantly or
have decreased in recent years?

There is no way to definitively predict construction costs if the PWSB
delayed this project. We do know that the cost of water works materials
has steadily increased in recent years and the fixed costs for items such
as police details have also increased. | would not anticipate either of
those costs will decrease. The actual construction costs fluctuate
inversely with the economy. When the economy is slow, our experience
is that the costsin response to our project bids are lower, which may be
attributable to the scarcity of work and increased competition. However,
in good economic times, our experience is that the responses to project
bids contain higher costs. So if the local economy improves, the
construction costs are more likely to increase.

It difficult to say whether the potential for unnecessary maintenance
costs dueto leaks and otherissues s relatively high or relatively low? The
PWSB would need to know the frame of reference assumed in this
guestion. However, it would stand to reason that older pipe that is not
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replaced or re-lined is more likely to need maintenance that could be
avoided if it were replaced or re-lined.

To determine which of the mains to be replaced as part of this project
experienced “significant” leaks in terms of lost water and “high” repair
cost in the past two years (FY 2014 and FY2015 to date) would be very
difficult. First, the terms “significant” and “high” are undefined in this
guestion. Second, this project encompasses 41,828 linear feet of pipe on
numerous streets in two cities. To determine the amount and cost of
repairson the streets in this project for the past two years would require
someone to go through thousands of work orders and determine which
work was on the project streets. This would be an extremely time
consuming project that the PWSB is unable to complete at this time.
However, the PWSB can supply the Town of Cumberland with all work
orders for the two year period requested for its own review.

Finally, the PWSB does not know how much interest rates are likely to
increase over the next year or two, or whether they will remain
unchanged. The PWSB does not know which “recent years” Cumberland
refers to in its question, but the attachment to Cumb. 3-15 is a Bond
Buyer’s Index supplied by the PWSB’s financial advisor, First Southwest
Company that sets forth an index of interest rates.

Prepared by: J. DeCelles, with information provided by First Southwest Company
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Cumb. 3-19:

Response:

[Ref. —PWSB response to Cumb. 1-22 and Cumb. 1-23] From your
response to these two Information Requestsit appears that you planto
fund the IFR Fund with $7.5 million for the 3 years of the rate period (FY
2016 — FY 2018) and will only spend $582,500 on “further distribution
work” over that period (MR-10 and CL-6 will be funded with new debt).
What will the remaining $6.9 million be used for? Please provide detailed
descriptions of all other projects that will be funded from the IFR Fund
and completed before the end of FY2018 alongwith realistic schedules of
when these projects will be started and completed. In providingthese
additional IFR funded projects and scheduled construction, keep in mind
that PWSB has stated (as part of this case) it will complete MR-10 and CL-
6 and nearly $600,000 of additional distribution work over this same
period, which is effectively only 2.5 years (as half of FY2016 will have
been completed before this case is resolved).

The IFR will be used extensively over this period for a variety of projects
as highlighted below. Please see attached. The number, scope, and
timing of projects will depend on the collection and availability of these
funds.

Prepared by: J. DeCelles



20 YEAR CIP PROJECTS

PAWTUCKET WATER SUPPLY BOARD

CAPITAL IMPROVEMENTS PLAN PROJECTS

Updated as of|06/01/15
Funding
Project Name Source FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
Land Acquisition RES/WRB
Watershed Security Fencing IRF S 40,000 | S 40,000 | S 40,000 | S 40,000 | S 40,000
Well Rehabilitation (2A, 3,4, 5,6, 7, 8,9) IRF S 15,000 | $ 15,000 | $ 15,000 | $ 15,000 | $ 15,000
Well Station Rehabilition (Eng/Perm/Const) 3 IRF $ 150,000
Well Station Rehabilition (Eng/Perm/Const) 4 IRF $ 150,000
Well Station Rehabilition (Eng/Perm/Const) 5 IRF $ 150,000
Well Station Rehabilition (Eng/Perm/Const) 6 IRF $ 150,000
Well Station Rehabilition (Eng/Perm/Const) 7 IRF $ 150,000
Well Station Rehabilition (Eng/Perm/Const) 8 IRF $ 150,000
Well Station Rehabilition (Eng/Perm/Const) 9 IRF $ 150,000
EAP for all Dams & Spillways IRF $ 100,000
Happy Hollow Dam Improve (Eng/Perm/Const) IRF $ 600,000 | $ 1,500,000 | $ 1,500,000
Arnold Mills Dam Improve (Eng/Perm/Const) IRF $ 250,000
Diamond Hill Dam Improve (Eng/Perm/Const) IRF
Raw Water Facilities Total S 55,000 | $ 1,055,000 | $ 1,855,000 | $ 2,005,000 | $ 305,000
Pump Station 3 Demo (Eng/Perm/Const) WTP $ 300,000
Sludge Removal IRF S 171,242
Decomission 120 Mill St WTP (Eng/Perm/Const) IRF $ 1,000,000 | $ 1,000,000
WTP Maintenance and Repairs IRF $ 500,000
Water Treatment Facilities Total S -1$ 471,242 | $ -1 $ 1,000,000 | $ 1,500,000
Hydraulic Model Software IRF S 30,000
Hydraulic Model Additional Services IRF S 15,000 | $ 15,000
3 MG Stump Hill Tank Rehab. (Eng/Perm/Const)
IRF $ 250,000 | $ 600,000
3 MG Tank Inspection IRF S 2,000
10 MG Stump Hill Tank Rhb (Eng/Perm/Const)
IRF
10 MG Tank Inspection IRF S 3,000
Lincoln Interconnection (1.2 million) IRF
East Providence Interconnection (4 mil.) IRF
MR-10 Improvements SRF $3,000,000 | $2,400,000
CL-6 Improvements SRF $ 800,000 | $ 3,500,000
MR-11 Improvements IRF $ 582,500 | $ 582,500
MR-12 Improvements IRF
MR-13 Improvements IRF
MR-14 Improvements IRF
MR-15 Improvements IRF
Leak Detection in Distribution System IRF S 20,000 | $ 20,000
Main, Hydrant & Service repl. (T&D) w/3% infl. IRF $ 90,000 | $ 92,700 | $ 95,500 | $ 98,400 | $ 101,400
Road and sidewalk rest. (T & D) w/3% infl. IRF S 230,000 | $ 236900 |S 244,100 |$ 251,500 | $ 259,100
Transmission & Distribution Total $ 3,335,000 | $ 3,574,600 | $ 3,844,600 | $ 1,202,400 | $ 1,563,000
Vehicles & Equipment IRF $ 350,000 | $ 500,000 | $ 500,000 |$ 150,000 | $ 150,000
Asset Management IRF S 50,000 | $ 250,000
Computer hardware & software IRF S 50,000 | $ 50,000 | $ 50,000 | $ 50,000 | $ 50,000
Misc facility repairs/installations IRF S 50,000 | $ 50,000 | $ 50,000 | $ 50,000 | $ 50,000
Meter replacement (materials) w/3% infla IRF $ 105,000 |$ 108,200 |$ 111,500 | $ 114,900 | $ 118,400
Administration Total $ 605000 | $ 958200 | 5 711,500 | $ 364,900 | 5 368,400
Grand Total $ 3,995,000 | $ 6,059,042 | $ 6,411,100 | $ 4,572,300 | $ 3,736,400
Funding Source FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
Infrastructure Reserve Fund S 995,000 | $ 2,559,042 | $ 2,911,100 | $ 4,572,300 | $ 3,736,400
Debt Service $ 3,000,000 | $ 3,200,000 | $ 3,500,000 | S -1s -
Restricted Land Fund S - 1S -1 - 1S - 1S -
WTP Reserve Fund S -1$ 300,000 S -1s -1s -




STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-20:

Response:

[Ref. — PWSB responseto Cumb. 1-24] What is the balance at the end of
FY2014 in each of the Funds/Accounts listed in each item in your
response (1 through 3, 4a and 4b, and 5) to Cumb. 1-24? Also for each
fiscal year 2015 through 2018 list PWSB’s estimates of amountin and out
of each of these Funds/Accounts assuming your proposed increase is
approved in total. Lastly, for each Fund/Account, if the balance at the
end of anyyear exceeds the required balance, indicate the amount of this
exceedance for each of the forecast years (FY2015 through FY2018).

1. The O&M fund does not have any required restricted accounts or any
restricted funding levels.

2. See attached Schedule Cumb 3-20 Debt Service Fund.

3. See attached Schedule Cumb 3-20 O&M Reserve Fund and the
response to Cumb 3-3.

4. a.See attached Schedule Cumb 3-20 Plant Decommissioning Account.
4. b. See attached Schedule Cumb 3-20 Revenue Allowance Account.

5. See Schedule 3-12 for the IFR account.

Prepared by: R. Benson
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STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-21:

Response:

[Ref. —PWSB response to Cumb. 1-24] Again with respect to the funding
of the IFR Fund, if the funding of that Fund was lowered to $2.0 million
per year (instead of $2.5 million peryear), but everythingelse was
approved as proposed what specificimpact(s) would that havein the
shortrun (FY2016 through FY2018) on MR-10, CL-6, the other distribution
improvements now planned for FY2018 (about $600,000), and any other
projectsthat PWSB is sure they can be started and completed before the
end of FY2018? These “other projects” should be the sameor nearlythe
same as the “other projects” that are provided in response to Cumb. 3-
19.

Any reductionintheIFR fundinglevel would extend the PWSB’s capital
improvement program, and would mean increased costs for projects. For
example, the cost of projects such as tank painting, ordamand well
rehabilitation, increases because the further a tank, dam or well
deteriorates, the moreiit costs to rehabilitate. Thelongerthe PWSB waits
to replace aging equipment, the higherthe cost and the PWSB will also
be incurring costs to maintain the agingequipment. Anydelaysinthe
meter replacement program would have to be made upin outyearsin
orderto maintain the replacement schedule.

Prepared by: C. Woodcock



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-22:

Response:

[Ref. — PWSB response to Cumb. 1-25] Near the end of your response
to Cumb. 1-25 you state, “The PWSB reviews these bonds for potential
refinancingon a regular basis.” Please provide the dates of thelast 3
such reviews along with the interest rates available at the time of each
review and a detailed explanation of why the bonds were not
refinanced at those times. If such a review has not taken place in the
last 12 months, why hasn’t one taken place in that timeframe when
interest rates were at or nearall-timelows? Please provide detailed
responses to each question.

The datais reviewed approximately once per year. Detailed results of
each review are not retained, however the data for the inputs utilized
in the analysisis available so the analysis can be replicated.

The 2003 Bonds are taxable and are not eligible for the subsidized
rates normally available through the RICWFA. Therefore, the interest
rate is based onthe US Treasury curve plus a credit spread. For
example,in 2003, the 30 year US Treasury rate was 5.02% on the day
of pricing and the 30 year rate on the bonds was 6.002%. In addition,
the principal amortization was delayed to year 21 to wrap the taxable
debt service around the 20 year State Revolving Fund loansto smooth
outthe debt service increase for the Water Treatment Plant.
Followingis a summary of hypothetical refundingresults for recent
years based upon Treasury rates and projected interest cost for
refinancingthe 2003 Bonds at those times:

Pawtucket Water Supply Board

Refunding Opportunity Summary
Market rates are for taxable 'A’ rating

May 29, 2015
. Revenue Refunding Revenue Refunding Revenue Refunding Revenue Refunding

Savings Summary

Bonds 2015 Bonds 2014 Bonds 2013 Bonds 2009
Date May 2015 July 2014 September 2013 November 2009
US Treasury 2.990% 3.960% 3.860% 4.410%
TIC (Projected) 5.000% 5.190% 5.400% 6.090%
D/S Savings (Cost) (452,350) (1,757,378) (2,672,716) (17,099,766)
Annual D/S Savings (Cost) Approx. (21,000) Approx. (100,000) Approx. (118,000) Approx. (650,000)
All-in TIC 5.078% 5.078% 5.078% 5.000%
Net Present Value Savings ($) 414,856 (7,071,130) (757,979) (119,283)

Net Present Value Savings (%) 1.537% -26.194% -2.808% -0.442%



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Prepared by:

Most issuers seek a minimum of 3% Net Present Value Savings which
would require a higher projected level priorto initiatinga refundingbond
issue to accommodate interest rate risk. None of the prior reviews
approached that level of savings.

Prepared under the Supervision of R. Benson with information from
Maureen Gurghigian of First Southwest Company



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-23:

Response:

[Ref. — PWSB response to Cumb. 1-31, 1-31a and 1-32] Why was the
original loan lowered to $5.907 million? Isit designed to cover the MR-
10 project only, or that plus somethingelse? How is it, as you state, that
by reducinga bond issue by about 45% ($4.7 million) from $10.6 million
to $5.9 million (and at a lower interest rate) that a principal payment can
increase by $251,000? Furthermore, if the same term is used and the
interest rateis lower, why aren’t all Debt Service payments cut by about
50%? Please providethe amortizationtablesfortwo bondissues:one
with the $10.6 million principal with the term and interest rate used in
the filing; and another with a principal of $5.907 million usingthe same
term as the $10.6 million bond, and the interest rate that was used in the
comparison provided in your responseto Cumb. 1-32.

As set forth in the my direct testimony, the PWSB had originally planned
to borrow $10,600,000 from the RICWFA in the spring of 2015 to fund
main replacement project MR-10 and cleaningand lining project CL-6.
However, as set forth in my responses to Cumberland Data Requests 1-
31(a) and 1-32, the CL-6 cleaningand lining projectis not currently on the
Rhode Island Department of Health Project (“RIDOH”) Priority List and
will not be eligible until Fiscal Year 2016. A project must be on the list to
qualify for RICWFA borrowing. Thus, the PWSB cannot borrow funds from
RICWFA for CL-6 until Fiscal Year 2016. As a result, the PWSB will only
borrow $5,907,000 in Fiscal Year 2015 for MR-10, and will borrow the
remainingfundsfor CL-6 in Fiscal Year 2016.

As set forth in the debt service schedule for the $10.6 million loan
provided in the original filing, the initial principal payments were $1,000
on September 1, 2015 and 2016. The schedule for the $5.97 million
borrowing shows that the principal payment on September 1, 2016 is
$251,000. This is because principal paymentsincrease once the project is
complete. Since the projects are now splitinto two borrowings, the
increased principal payment onthe MR-10 project is accelerated.

Cumberland has the debt service schedule for the $10.6 million
borrowingas it was provided as Schedule RB-3 in my original direct
testimony. Therevised debt service schedules for the MR-10 and CL-6
borrowings were provided in my Supplemental Direct Testimony as



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Schedule RB-03 Revised. Theinterest ratesand payment schedules are
available on the original and revised RB-03 debt service schedules.

Prepared by: R. Benson



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-24:

Response:

Prepared by:

[Ref. — PWSB response to Cumb. 1-31, 1-31a and 1-32] In your
responseto Cumb. 1-32 you state that CL-6 will not be eligible for SRF
funds until FY2016 and that because of this the bond for CL-6 will be
delayed oneyear to FY2016. Ifitisn’teligible until FY2016, isn’t it
likely that the actual approval may not happen until wellinto FY2016
and thatif that happenstheclosingdate for the associated bonds
could easily be delayed until late FY2016 or early FY2017? If you
disagree, explainin detail why you disagree. You also indicate that the
bond size for CL-6 is $4.918 million. Have you factored in the current
estimate for this project of just under $3.6 million (see response to
Cumb. 1-21)? If you have, please provide all assumptions, calculations
and supportingdocuments used to derive that bond size. If you
haven’t factored in the lower cost estimate, please do so and provide
the new bond size and associated amortization schedule.

The PWSB plans on contacting RIDOH before the end of calendar 2015
to ensure CL-6 is placed on the Project Priority List asan approved
project so the loanis approvedinthe springof 2016. This will ensure
that we can award the contract for the 2016 construction season. In
addition, we expect that 90% of the construction invoices will be paid
in FY2017 and the balance paidin FY2018. The actual loanvalueto
fund CL-6 is $4.718 million. Please see the revised debt service
schedules for the CL-6 borrowings, which were provided in my
Supplemental Direct Testimony as Schedule RB-03 Revised. This
schedule provides the calculations for the loan value and the debt
service schedules. Finally, the estimate of $3.6 million for this project
set forthin the responseto Cumb. 1-21 was inaccurate. Please see the
PWSB’s revised response to Cumb. 1-21.

R. Benson and J. DeCelles



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-25: [Ref. — PWSB response to Cumb. 1-31, 1-31a and 1-32] Based on the
new bond sizes and their timing; your responses to all Information
requests to date related to these projects (MR-10 and CL-6) and their
associated funding; and new information availableto the PWSB since
the filing date, What changes would you make to Schedules RB-02 and
RB-3, and how would the levels of the proposed increases change
given those revisions?

Response: Please see my Supplemental Direct Testimony filed on May 28, 2015.

Prepared by: R. Benson



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-26:

Response:

[Ref. — PWSB response to Cumb. 1-37] It is now the middle of May,
please provide the update that was indicated in your response to Cumb.
1-37 in your response to this Information Request. Alternatively, if is not
available atthe time of yourresponse, explain why it is not, and describe
what needs to be done before it will be available along with a date
certain when it will be available. Will the update include a final service
fee amount charged in FY2015? If so, show all assumptions, calculations
and analysis used to compute that amount. How is that amount
reconciled with the Budget amount shown on RB-077?

Please see the attached Revised RB-07 which has been updated with the
final service fee for FY15. Thatamount will be $1,869,781. This schedule
has also been updated toinclude a revised budget for the Rate Year and
that amount is $1,899,288. The revised RB-07 shows all calculations to
arrive at this amount. This schedule has also been revised to use the
most recent 5 year CPl average which is 2.02%. Therefore, the net
change from the original filing for the DBO fee is a reduction $182,996.

Prepared by: R. Benson
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STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-27:

Response:

[Ref. —PWSB response to Cumb. 1-38] Given your response to Cumb. 1-
38 relative to discardingan outlier that occurred in calendar 2009
wouldn’tyou also agree thatif the older 5 years of a 10 year average are
uniformly higher than the more recent 5 years, then for planning
purposes, a better estimate of how thatindicator will likely perform in
the short term future, should at least place less emphasis on the older
data? If you disagree, please explain in detail your reasons for
disagreeing. If the CPl increasein calendar 2014 approximatesthe
increasesin 2012 and 2013, wouldn’tit be more appropriate or
reasonable to basethe CPl increase thatis used to estimate the FY2016
service fee on an average of the CPI changes from calendar 2012 through
20147 If you disagree, please explain in detail your reason(s) for
disagreeing.

Please see the response to Cumb. 3-26. The CPl increase has been revised
to the most recent 5 year average.

Prepared by: R. Benson



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-28:

Response:

Prepared by:

[Ref. — PWSB response to Cumb. 1-40] Please provide the monthly
consumption data for April of this year in the same format as the
information that was provided in response to Division data requests 1-
9 and 1-10. Also provide the same consumptioninformationforthe
month of May as soon as it is available. Aspartofyourresponseto
thisinformation request provide the earliest date in June when the
May data should be available.

Please see the updated schedule thatincludes the consumption
information billed in the month of May. TheJune consumption data
will not be available untilthe billing process is complete which is
expected to be onJune 30, 2015.

R. Benson
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STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Cumb. 3-29: [Ref. —PWSB responseto Cumb. 1-42] Given the correction on Sch. RB-08
that you agreed with in your response to Cumb. 1-42, would you also
agree thatinstead of showinga decrease in total billed consumption of (-
14%) in FY2014, the correct number is an increase in total billed
consumption of +1% in FY2014?

Response: Yes | agree, the % decrease for FY2014 should have been an increase and
it should be an increase of 0.09%.

Prepared by: R. Benson



STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION
DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

CERTIFICATION
| hereby certify thaton June 5, 2015, | sent a copy of the within to all parties set forth on
the attached Service List by electronicmail and copies to Luly Massaro, Commission
Clerk, by electronic mail and regular mail.

Parties/Address E-mail Distribution Phone

Joseph A. Keough, Jr., Esq. ikeoughjr@keoughsweeney.com 401-724-3600
Keough & Sweeney
41 Mendon Ave.
Pawtucket, Rl 02861

James L. DeCelles, P.E. Chief Engineer decelles@pwsb.org 401-729-5001
Pawtucket Water Supply Board

85 Branch St. rbenson@pwsb.org

Pawtucket, Rl 02860

Karen Lyons, Esq. Klyons@riag.ri.gov 401-222-2424
Dept. of Attorney General steve.scialabba@dpuc.ri.gov

150 South Main St. john.bell@dpuc.ri.gov

Providence, Rl 02903 Al.mancini@dpuc.ri.gov

Pat.smith@dpuc.ri.gov
Jmunoz@riag.ri.gov
dmacrae@riag.ri.gov

Christopher Woodcock Woodcock@w-a.com 508-393-3337
Woodcock & Associates, Inc.
18 Increase Ward Drive
Northborough, MA 01532

David Bebyn dbebyn@beconsulting.biz 401-785-0800
B&E Consulting
21 Dryden Lane
Providence, Rl 02904

ThomasS. Catlin tcatlin@exeterassociates.com 410-992-7500
Exeter Associates, Inc. imierzwa@exeterassociates.com
10480 Little Patuxent Parkway

Imorgan@exeterassociates.com

Suite 300
Columbia, MD 21044
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DOCKET NO. 4550

Response Of The Pawtucket Water Supply Board

To The Town of Cumberland’s

Data Requests

Set 3

Michael McElroy, Esquire
Schacht & McElroy

PO Box 6721

Providence, Rl 02940-6721

Michael@McElroyLawOffice.com

401-351-4100

Thomas Hefner, Esquire
Town of Cumberland

thefner@cumberlandri.org

David Russell

Davidrussell015@comcast.net

File original and nine (9) copies w/:

Luly E. Massaro, Commission Clerk
Public Utilities Commission

89 Jefferson Boulevard

Warwick, Rl 02888

Luly.massaro@puc.ri.gov

Amy.dalessandro@puc.ri.gov

Sharon.colbycamara@puc.ri.gov

401-780-2104
401-941-1691

Il

Joseph A. Keough, Jr., Esquire # 4925

KEOUGH & SWEENEY, LTD.
41 Mendon Avenue
Pawtucket, RI 02861
(401) 724-3600 (phone)
(401) 724-9909 (fax)

jkeoughjr@keoughsweeney.com
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