Mary B. Shekarchi
Attorney at Law

33 College Hill Road, Suite 15-E Tel: (401) 828-5030
Warwick, Rhode Island 02886 Fax: (401) 823-1400
Email: LAWOFFICEMARYB@HOTMAIL.COM

November 18, 2016

Ms. Luly Massaro, Clerk

RI Public Utilities Commission
89 Jefferson Blvd.

Warwick, RI 02888

RE: Kent County Water Authority — Docket No. 4611
Dear Ms. Massaro:

Please find enclosed herewith an original and nine (9) copies of the Kent County Water
Authority’s Supplemental Response to the Division of Public Utilities and Carriers Data Request
Set 7. An electronic copy has been provided to the service list. Should you have any questions,
please contact me. Thank you.
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Cc: Docket 4611 Service List (via electronic mail)



KENT COUNTY WATER AUTHORITY

Docket No. 4611
Responses to

Seventh Set of Data Requests
Division of Public Utilities and Carriers

1 Please provide the basis for the statement at page 6, lines 2 to 5 of Mr. Woodcock’s
rebuttal testimony, that water and sewer utilities “throughout the country” use the water
and sewer maintenance portion of the CPI as the appropriate inflation rate to adjust their
cost of service for ratemaking purposes. If possible, for of those utilities, please provide a
docket number or case number in which this methodology was used, if available. Also,
identify each of those proceedings where Mr. Woodcock was the witness supporting the

use of the water and sewer portion of the CPL.
Response:

The full testimony that is referenced in the question stated: “I would also note that the
water and sewer portion of the CPI is now used by water and sewer utilities throughout
the country to adjust their overall water and sewer rates, not just the “maintenance”
portion of their rates.” My testimony did not suggest that other utilities “use the water and
sewer maintenance portion of the CPI as the appropriate inflation rate” as the question

states.

Water and sewer rate adjustments based on general inflation indices are not uncommon.
The American Water Works Association’s M1 Manual on water rates includes an entire
chapter on this subject and specifically discusses the use of the CPI as an index. A quick
search indicates the following utilities across the country have or do use the change in the
CPI to make annual adjustments to their rates: Bradenton and Lady Lake, Florida; Placer
County, Lake County, Napa, San Simeon, Torrance, McFarland and Hughson, California;
Hartford County, MD; Poulsbo and Fife, WA; Chicago and Huntley, IL; Longs Peak,
CO; and Lansing, MI. This is by no means a full list, but demonstrates that “the CPI is
now used by water and sewer utilities throughout the country to adjust their overall water

and sewer rates.”




[ have not conducted a search of cases where a state or provincial regulatory body has

used the CPI as the basis for annual rate adjustments.

I have not provided testimony in any docket where I have advocated the use of the CPI as
a basis for annual rate adjustments. That includes the current Docket 4611. I am not
proposing that the Authority’s rates and charges be adjusted to match a change in the CPI
or a variant of the CPI; rather, I am proposing that the adjustments for some operating
costs be based on a change in the CPI as adjusted for the more applicable water and
sewer maintenance portion of the CPL. As explain, this adjustment is based on the

Commission’s Rules.

Witness Responsible: C. Woodcock



2 Reference page 6, lines 9 to 14 of Mr. Woodcock’s rebuttal testimony, please provide
listing of water and sewer utilities before the Rhode Island Public Utilities Commission
that have used CPI in concert with the water and sewer maintenance CPI index as
described by Mr. Woodcock. For each of those utilities, please provide docket number in
which this methodology was used. Also, please indicate those proceedings where Mr.

Woodcock was the witness supporting the use of this methodology.

Response: I am unaware of any such cases before the RI PUC.

Witness Responsible: C. Woodcock




3 Please provide a listing of Orders by the Rhode Island Public Utilities Commission where
the Commission found the inflation rate to be used for ratemaking is the CPI in concert
with the water and sewer maintenance index as described by Mr. Woodcock on page 6,
lines 9 to 14 of his rebuttal testimony. For each of those utilities, please indicate those

where Mr. Woodcock was the witness supporting the use of this methodology.
Response: I am unaware of any such cases before the RI PUC.

Witness Responsible: C. Woodcock




4. Reference page 10, line 21 through page 11, line 3 of Mr. Woodcock’s testimony.

a.

Response:

Please provide the dates on which the auditors made the adjustments to transfer the
amounts from Miscellaneous Non-Operating Revenue to Transmission and

Distribution Plant.

Please provide illustrative journal entries showing how the amounts were transferred
from Miscellaneous Non-Operating Revenue to Transmission and Distribution
Plant. In your response, include an explanation of the nature initial transaction and

the reason for the auditors’ adjustment.

Please show how those adjustments were reflected in the FY 18 and FY 19 step

increases.

The adjustment for $652,280.00 was made on June 30, 2013 and the adjustment for
$855,837.00 was made on June 30, 2014.

See attached for illustrative journal entries (General Ledger). It was determined
that extensions to the system that were installed by outside contractors (not hired by
KCWA) should be posted to Transmission and Distribution Plant and were
approved by our auditors Marcum Accountants & Advisors. The adjustments were
made to correct the FY2013 and FY 2014 journal entries made to Miscellaneous
Non-Operating Revenue.

The adjustments were not reflected in the FY 18 and FY 19 step increases.

Witness Responsible: C. Heard
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S In Docket 4142, the Commission authorized a debt service funding level ol $3,932,319.

In calendar year 2015, KCWA funded its debt service related accounts to a level of

$3,839.844 as follows:

Debt Service Savings 2004
Debt Service Savings 2012
Refunding Revenue Bonds 2012

$1,116,000
544,344
2,179,500

$3,839,844

Please explain why there is a difference between the debt service allowance and the

actual amount funded for calendar year 2015.

Response: Docket 4142 involved a quite narrow issue. With one exception, the authorized

revenue requirements in that docket were based on Docket No. 3942, including the debt

service authorized in Docket 4142 which was simply derived from the amount allowed in

Docket 3942. In Docket 3942, the rate year debt service was based on Woodcock Sch.

1D which showed:

Sch. 1D
Pg2of4

EXPLANATION OF ADJUSTMENTS TO TEST YEAR COSTS

Debt Service

2004 Series A (Refunded 1994 bonds) FY 2007 FY 2008 ENE2009:%

Principal $950,000 980,000 1,030,000

Interest $303,500 274,700 234,900

Total $1,253,500 $1,254,700 $1,264,900
2001 Bonds ($10 million)

Principal $380,000 $395,000 $430,000

Interest $398.861 $383.836 $359.536

Total $778,861 $778,836 $789,536

_ 2002 Bonds ($24.39 million)

Principal $870,000 $895,000 $955,000

Interest $999.,583 $973.108 $922.883

Total $1,869,583 $1,868,108 31,877,883

Total Existing $3,901,944 $3,901,644 $3,932,319

*CY 2009 used for Rate Year

6



All of the bonds shown above in Docket 3942 have been refunded. As shown on Rebut.

Sch. 1D in this docket (4611), the only bonds outstanding are the 2012 Series A bonds.

Witness Responsible: C. Woodcock
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Docket No. 4611- Kent County Water Authority - Multi-Year Rate Plan

Service List 10/27/16

Name/Address

E-mail Address

Phone

Kent County Water Authority (KCWA)
Mary B. Shekarchi, Esq.

33 College hill Rd., Suite 15-E

Warwick, RI 02886

marybali@aol.com;

401-828-5030

Timothy Brown, P.E.
General Manager Chief Engineer
Kent County Water Authority

tbrown@kentcountywater.org;

401-821-9300

PO Box 192
West Warwick, RT 02893-0192
Christopher Woodcock chris@w-a.com; 508-393-3337

Woodcock & Associates, Inc.
18 Increase Ward Drive
Northborough, MA 01532

Division of Public Utilities & Carriers
(Division)

Leo Wold, Esq.

Dept. of Attorney General

150 South Main St.

Providence, RI 02903

Lwold@riag.ri.gov;

john.bell@dpuc.ri.gov;

steve.scialabba@dpuc.ri.gov;

al.mancini@dpuc.ri.gov;

Sam.lapatin@dpuc.ri.gov;

jmunoz@riag.ri.gov;

dmacrae@riag.ri.gov;

401-274-4400
Ext. 2218

Jerome Mierzwa

Layfayette Morgan

Exeter Associates, Inc.

10480 Little Patuxent Parkway, Suite 300
Columbia, MD 21044

imierzwa@exeterassociates.com;

Imorgan@exeterassociates.com:;

City of Warwick

Peter D. Ruggiero, City Solicitor
Ruggiero, Brochu & Petrarca

20 Centerville Road

Warwick, RI 02886

peter@rubroc.com;

maryann(@rubroc.com;

401-737-8700

Coventry Fire District (CFD)
Arthur M. Read, Esq.

Del Sesto & Read, Inc.

612 Greenwich Avenue
Warwick, RI 02886

art@delamrlaw.com;

401-340-1019

Central Coventry Fire District (CCFD)
David M. D’ Agostino, Esq.

Nicholas Gorham, Esq.

Gorham & Gorham, Inc.

P.O. Box 46

25 Danielson Pike,

Scituate, RI 02857

daviddagostino@gorhamlaw.com;

401-647-1400




Town of Coventry
Nicholas Gorham, Esq.
Gorham & Gorham, Inc.
P.O. Box 46

25 Danielson Pike,
Scituate, R1 02857

nickgorham@gorhamlaw.com;

401-647-1400

Original & nine (9) copies file w/:
Luly E. Massaro, Commission Clerk
Public Utilities Commission

89 Jefterson Blvd.

Warwick, RI 02888

Luly.massaro@puc.ri.gov;

Cynthia.WilsonFrias@puc.ri.gov;

Sharon.ColbyCamara@puc.ri.gov;

401-780-2107

Kathleen Crawley
Water Resources Board

Kathleen.crawley@wrb.ri.gov;

401-222-6696




