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INTRODUCTION

Q. Please state your name and business address.

A. My name is Harold J. Smith and my business address is 227 W. Trade Street, Suite
1400, Charlotte, North Carolina 28202.

Q. By whom are you employed and in what capacity?

A. 1 am a Vice President of Raftelis Financial Consultants, Inc. (Raftelis), a consulting
firm specializing in the areas of water and wastewater finance, pricing and ratemaking.
Raftelis was established in 1993 in Charlotte, North Carolina, by George A. Raftelis to
provide environmental and management consulting services to public and private sector

clients. Raftelis is a national leader in the development of water and wastewater rates.

Q. Please describe your educational background and work experience.

A. 1 obtained a Master of Business Administration from Wake Forest University in 1997
and a Bachelor of Science in Natural Resources from the University of the South in 1987.
As an employee of Raftelis Financial Consultants, I have been involved in numerous
projects for public utilities including a number of studies involving a wide range of
technical specialties including water utility cost of service and rate structure studies and

water utility financial planning studies.

Q. Have you previously testified before any Rhode Island regulatory agencies on
utility rate related matters?

A. Yes. I provided testimony before the Rhode Island Public Utilities Commission
(RIPUC) in Providence Water Supply Board’s (Providence Water) most recent filing
(Docket 4618) and in Newport Water’s eight most recent filings (Docket Nos. 3578, 3675,
3818, 4025, 4243, 4355, 4595 and 4933). I have also provided testimony on behalf of the
Pittsburgh Water and Sewer Authority before the Pennsylvania Public Utility Commission
(Docket Nos. R-2018-3002645 and R-2018-3002647) and I have testified on behalf of the
Consumer Advocate before the Nova Scotia Utility and Review Board (W-HRWC-R-10)
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and on behalf of Cecil County, Maryland before the Maryland Public Service Commission
(MPSC) in MPSC Case No. 9190.

Q. Do you belong to any professional organizations or committees?
A. Yes. I am a member of the American Water Works Association where I served as

chairman of the Competitive Practices Committee.

Q. Please describe your role in this proceeding?
A. I have worked with Providence Water staff to develop rate year revenue requirements,
a cost of service analysis, cost of service-based rates and charges an appropriate

reimbursement to the City of Providence (City) for services rendered to Providence Water.

Q. Please describe the purpose of your testimony.

A. This testimony provides an explanation for each schedule attached to my testimony.
The schedules develop revenue requirements for the Fiscal Year Ending June 30, 2021,
2022 and 2023. The FY 2021 revenue requirement forms the basis for the cost of service
analysis and FY 2021 rates. The schedules also include rates for FY 2022 and FY 2023
based on an across-the-board increase to all rates proportionate to the overall increase in
the revenue requirement in those years. Finally, the schedules include a City Services
Analysis to support my recommended reimbursement for services rendered to Providence

Water by the City.

Q. What are your general conclusions?
A. As shown on schedule HJS-1, Providence Water needs additional rate revenue to
properly fund O&M and capital costs related to providing safe and reliable service to its
customers. Providence Water is seeking to address this need through a multi-year rate
increase. The proposed increases in rate revenue, are as follows:

e FY 2021-513,311,349(19.07%)

e FY 2022-356,131,341 (7.26%)

e FY 2023 —$3,574,759 (3.94%)
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Q. Will all rates increase by the 19.07% indicated for FY 20217

A. No, this represents the increase in rate revenue. Please see HJS-22, which provides a
breakdown of current rates, proposed rates, and the associated percentage changes. Rate
adjustments will vary and are based on the cost of service analysis and rate design described

below,

Q. How will the increases in FY 2022 and FY 2023 be applied?

A. These adjustments will be applied equally in an across the board fashion to all rates.

CONTENT OF EXHIBITS
Q. Please provide a brief description of your pre-filed Exhibits.
A. My pre-filed exhibits fall into four categories, those addressing the development of a
normalized test and rate year revenue requirements, those addressing the cost of service
allocation, those addressing rate design and those addressing my City Service Analysis.
They are as follows:
1. Normalized Test-Year and Rate Year Revenue Requirements:
a. Schedule HJS-1 is a summary of the of costs and revenues associated with
serving Providence Water customers, under existing rates and proposed
rates for the FY 2021, 2022 and 2023.
b. Schedule HJS-2 indicates Providence Water’s revenue for the FY 2019 test
year.
¢. Schedule HJS-3A and B indicate test year adjustments and rate year
adjustments to Providence Water’s payroll expense. This includes
normalizing adjustments to the FY 2019 test year, as well as contractual
increases in salaries and wages anticipated in FY 2020 through FY 2023.
d. Schedule HJS-4A and B indicate test year adjustments and rate year
adjustments to Providence Water’s pension and other benefits expense

(OPEB).
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Schedule HJS-5 indicates rate year adjustments to Providence Water’s
purchased power expense, reflecting a reduction in these costs due to newly
onsite solar generation at Providence Water facilities.

Schedule HJS-6 indicates test year and rate year adjustments to Providence
Water’s materials, supplies and contract services expenses.

Schedule HJS-7 indicates rate year adjustments to Providence Water’s
regulatory and rate case expense.

Schedule HJS-8A and 8B indicate rate year adjustments to Providence
Water’s chemicals and sludge maintenance expense. This includes rate year
adjustments to support an increase in funding for the chemical and sludge
maintenance fund, based on an increase in expenses anticipated in rate years
FY 2021 to 2023.

Schedule HJS-9 indicates rate year adjustments to Providence Water’s
property tax expenses to reflect anticipated increases in property taxes on
Providence Water assets in rate years FY 2021 to FY 2023.

Schedule HIS-10A to 10J indicate the sources, uses and ending balance of
each of Providence Water’s restricted funds, as well as changes in the
requested funding level of each fund, as needed, to cover increased expenses
in rate years FY 2021 to FY 2023.

Schedule HJS-11 calculates an inflation adjustment for any rate year
expense that does not otherwise have adjustment associated with Schedules
HJS-3 to 10 above.

Schedule HJS-12 indicates the progression of Providence Water’s
proposed revenue requirement from test year FY 2019 through the final rate
year FY 2023, including all test year and rate year adjustments reflected in

Schedules HIS-3 to HIS-11.

2. Cost of Service Analysis:

a.

Schedule HJS-13A summarizes the factors which are used to allocate costs
to the cost components of the Providence Water revenue requirement,

which are developed in Schedules HIS-13B through 13G.
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Schedule HJS-13B indicates the development of Factors 12 and 18, which
are used to allocate pump station electric costs and the net book value of
pumping assets to cost components.

Schedule HJS-13C indicates the breakdown of the Providence Water
transmission and distribution system by length and diameter.

Schedule HIS-13D uses historical data regarding work and service orders
completed by Providence Water employees to develop Factor 13, which is
used to allocate transmission and distribution labor costs 1o cost
components.

Schedule HJS-13E uses historical data regarding contract services to
develop Factor 14, which is used to allocate transmission and distribution
labor contract services costs to cost components.

Schedule HJS-13F develops Factors 19, 20 and 21 based on Providence
Water’s net plant investment in utility assets. These factors are used to
allocate rate year capital costs to cost components.

Schedule HJS-13G develops factor 22 which is used to allocate the net
book value of Providence Water’s Central Operations Facility.

Schedule HIJS-14A and B indicate the allocation of each component of the
FY 2021 revenue requirement from HJS-12 based on the allocators
indicated in HIS-13A.

Schedule HJS-15A indicates historical usage, test year FY 2019 usage and
pro-forma usage for the rate years FY 2021 to FY 2023.

Schedule HJS-15B assigns non-revenue water to retail and wholesale
customers.

Schedule HJS-16A, B, and C indicate the rate year FY 2021 units of
service by customer class.

Schedule HJS-17 develops unit cost of service for rate year FY 2021.

. Schedule HJS-18 indicates the distribution of the FY 2021 revenue

requirement to each class of customers based on their respective units of

service.
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3. Rate Design

d.

Schedule HJS-19 indicates the calculation of volumetric rates for
residential, commercial and wholesale customers.

Schedule HJS-20A indicates the calculation of the retail meter service
charges.

Schedule HJS-20B indicates the development of the City of Providence
retail fire protection service charge.

Schedule HJS-21A indicates the calculation of the private fire service
charge.

Schedule HJS-21B indicates the development of hydrant charge.
Schedule HJS-22 indicates the proposed rates for rate years FY 2021 to FY
2023.

Schedule HJS-23 indicates comparison of revenues under existing rates to
the proposed rates for rate years FY 2021 to FY 2023.

Schedule HJS-24 indicates revenue proof which compares the rate year
revenue requirement to revenues generated under the proposed rates for rate
years FY 2021 to FY 2023.

Schedule HJS-25 indicates typical bill impacts for residential, commercial

and industrial customers.

4. City Services Analysis

Q.

Schedule HJS-CS1 indicates the allocation bases Raftelis developed for the
City Services Analysis.

Schedule HJS-CS2 indicates the division of the City Controller’s budget
into distinct functions and adjustment to the City Clerk’s budget to remove
the estimated portion which is not related to serving Providence Water.
Schedule HJS-CS3 indicates the development of the City Services

Reimbursement.
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TEST YEAR ADJUSTMENTS

Q. What adjustments did you make to the fiscal year ending June 30, 2019 revenues
and expenses to arrive at a normalized “rate making basis” test year?

A. 1 made three normalizing adjustments. First, I adjusted test year revenues to reflect the
anticipated acquisition of 1700 customers that are currently being served on a wholesale
basis in Johnston. Providence Water is in the process of acquiring the Johnston system and
the transaction is anticipated to be completed by the end of FY 2020. The acquisition of
Johnston will decrease wholesale volume revenues and increase retail volume revenues,

meter service charge revenues and hydrant charge revenues.

Second, I incorporated normalizing adjustments to account for payroll expenses that were
not incurred in the test year but will be incurred during each rate year as Providence Water
fills currently vacant positions. [ have also excluded payroll expense for employees not
paid out of operations. Note that I have maintained both the reduction in payroll expense
associated with payroll clearing, and overhead rate applied amounts, which represent
payroll expenses which will be reimbursed from the Infrastructure Replacement (IFR)

Fund.

Finally, I removed $60,686 in non-recurring test year contractual services expense from
account 63680, which was related to the demolition of the operations facility in Cranston.
[ also added $1,500 in expenses which were not incurred in FY 2019 but were incurred in

FY 2020 and will be incurred going forward.

Q. Did you make any adjustments to test year FY 2019 sales based on a multi-year
average, as in previous Dockets?

A. No. As I testified in Docket 4618, Providence Water’s annual sales have declined at
an average rate of 0.6% per year. This is consistent with a nationwide trend in reduced per
capita consumption due to increased fixture efficiency, a general culture of conservation
and demand response to increasing water rates. Developing rates based on pro-forma sales

which are too high will result in an under-recovery of revenues in the rate year. This was
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the case Docket 4618, where Providence Water was approved to transfer funds from the
restricted revenue reserve because actual water sales fell significantly short of those used

to develop the rates that were in place at the time.

On the other hand, significantly underestimating pro-forma sales may drive rates higher
than they ultimately need to be. Using test year FY 2019 sales—rather than, for example,

assuming a decline in sales—is a reasonable compromise between the two positions.

Q. Mr. Smith, in your professional opinion, does your adjusted test year present a
proper normalized test-year?

A. Yes, I believe that the adjusted, normalized test year I have prepared for this filing fairly
presents the operations of Providence Water in a normal year on a ratemaking basis with

currently approved rates.

RATE YEARS (FYE June 30, 2021, 2022 and 2023)

Q. Mr. Smith, for what period is Providence Water seeking to establish rates?

A. Providence Water is seeking to establish rates for the fiscal year ending June 30, 2021
based on the rate year revenue requirement and the cost of service analysis and rate design
proposals described in further detail below. In addition, Providence Water is proposing
“across the board” adjustments to those rates for the fiscal years ending June 30, 2022 and
June 30, 2023 based on the overall percentage increase in revenues required for those

periods, which would be applied equally to all rates.

Q. Would the proposed FY 2022 and FY 2023 rates take effect exactly as proposed in
HJS-22?

A. Not necessarily. While the FY 2021 rates would take effect, as proposed, on July 1,
2020, the rates for FY 2022 and FY 2023 would be subject to compliance filings that could
change the FY 2022 and FY 2023 rates presented here. They are being included in this
filing to allow the parties to this docket to resolve all major revenue requirement issues

now, allowing for more limited compliance filings to adjust rates in FY 2022 and FY 2023.
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Q. What adjustments have you made for the rate year in this filing?

A. I made 13 rate year adjustments, as indicated on Schedules HIS-3A through HJS-11.

They are as follows:

1.

10.

I adjusted payroll expense to reflect contractual increases in FY 2021 and FY 2022
and an anticipated increase in FY 2023 (HJS-3A and B).

I adjusted OPEB expense to reflect increases in employee benefits such as pensions,
healthcare, dental etc. (HIS-4A and B).

I adjusted utilities expense to reflect electric cost savings associated with onsite
solar generation at Providence Water facilities (HJS-5).

I adjusted materials, supplies, contract services, transportation and miscellaneous
expenses to reflect known and measurable changes in specific expense items (HJS-
6).

I adjusted regulatory and rate case expense to reflect anticipated increases in
regulatory commission expenses and a three-year amortization of rate case expense
(HIS-7).

I adjusted chemicals and sludge maintenance funding to ensure sufficient funds are
available to cover increasing chemical costs (HIS-8A and B, HIS-10G).

I adjusted property taxes to remove property taxes associated with the old Cranston
operations facility and assumed the statutory maximum increase (4% per year) for
all other taxes that were not covered by property tax agreements (HIS-9).

I increased funding for the JFR fund to ensure sufficient funds are available to cover
anticipated new debt service and cash funded construction in each year (HIS-10C).
Please see the Testimonies of Providence Water Witnesses Gregg Giasson and
Nancy Parrillo.

I increased funding for the AMR/Meter Replacement Fund to ensure sufficient
funds are available to cover ongoing meter replacement costs in each year (HIS-
10D). Please see the Testimony of Providence Water Witness Nancy Parrillo.

I increased funding for the Equipment/Vehicle Replacement Fund to ensure

sufficient funds are available to cover equipment replacement costs in each year

10
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(HJS-10E). Please see the Testimonies of Providence Water Witnesses Stephen
Colman and Nancy Parrillo.

11. I increased funding for the Restricted Revenue Reserve Fund based on a funding
level of 0.5% of expenses (HJS-1 and HIS-101J).

12. Tincreased funding for the Unrestricted Operating Reserve based on a funding level
of 1.5% of expenses (HJS-1).

13. Iincreased any expenses that were not otherwise adjusted at inflation rate of 2.10%
per year based on the 3-year compounded average growth rate of the Consumer
Price Index for All Urban Consumers (CPI-U) from FY 2016 to FY 2019, based on
data from the United States Bureau of Labor Statistics (HJS-11)

Q. Mr. Smith, how specifically did you adjust for payroll expense in each year?

A. I began with the FY 2019 normalized payroll and increased the expense to account for
a 2% contractual increase to occur on July 1, 2019 and again on July 1, 2020. For FY 2022,
I increased the expense 3%, representing the contractual increase in that year. FY 2023
was increased 2.5% to account for an anticipated contractual increase in that year. I also
accounted for step increases, which represent anticipated promotions for certain

employees.

Q. How did you determine the adjustments for OPEB expense on HJS-4A and B?
A. Notes for these adjustments are indicated on the schedule. Generally speaking, they are

all based on contractual requirements or estimates based on historical increases.

Q. Is it your intent to update any estimated OPEB expenses, when they become
known?

A. Yes.
Q. How did you allocate the reduction in utilities expense to the various NARUC

accounts?

A. These are applied proportionally based on test year electric expenses.

11
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Q. How were the adjustments on HJS-6 determined?
A. Many are estimated increases in existing expenses based on historical increases or
industry standard estimates. Some are new expenses which did not occur in the test year
but will occur in the rate years. Also, note that—in cases where an expense is one-time, it
has been adjusted out in the year after which it is expected to be incurred. By major
functions the primary drivers of the increases are as follows:
1. Water Treatment — increases due to new lead and copper rule related programs
2. Transmission and Distribution — anticipated cost of materials and supplies (pipe,
sand and gravel, asphalt, valves) and contract services used for water main
replacement.
3. Customer Accounts — increase in printing and postage costs
4. Administrative and General —
a. IT related (software contracts, cybersecurity upgrades)
b. Employee Training

c. Filtered Watering Stations for Public Schools (one-time)

Q. Is it your intent to update any estimated expenses on HJS-6, when they become
known?

A. Yes.

Q. How did you determine regulatory and rate case expense on HJS-7?

A. Regulatory commission expenses are based on historical actual increases, as noted on
HJS-7, with the exception of the “Financial Consultant” expense, which represents
estimated consultant costs for compliance filings in FY 2022 and FY 2023 (as discussed
above). Rate Filing Consultant expenses represents the actual amount indicated on a
purchase order with Raftelis. Legal expenses are based on estimated hours and hourly
billing rates for Schacht and McElroy. Finally, Division expenses are based on 2018
actuals plus 5% based on historical actuals. As noted above I propose a three-year

amortization of rate case expense.

12
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Q. Why did you not adjust the funding level of insurance expense on HJS-10F?
A. These expenses are expected to increase over time, as noted in the testimony of
Providence Water Witness Nancy Parrillo, but the existing funding level is sufficient to

cover the increased expense over the next three years.

Q. What is driving the need for increased funding for the Chemicals and Sludge
Maintenance Fund?

A. Providence Water expects chemical costs—especially those for Ferric, Lime, Fluoride
and Ascorbic Acid—to continue to rise. In addition, Providence Water anticipates adding
Orthophosphate, beginning this year at pilot scale, then ramping up to full scale by FY
2020. Sludge maintenance costs are expected to remain constant. Note that although
increased funding is being requested, the balance in this fund is being drawn down over
time. Without the additional funding, fund balance would be negative by the end of FY
2022.

Q. Mr. Smith what costs are included in HJS-101?
A. These represent the costs associated with the private side lead service line replacement
program. This program is described in greater detail in the testimonies of Providence Water

Witnesses Ricky Caruolo, Nancy Parrillo and Gregg Giasson.

Q. Please overview your adjustment for Property Tax expense on HJS-9?

A. For the municipalities covered by tax agreements, the agreed to amount was used.
Others are being increased by the 4% statutory maximum, with the exception of Cranston,
which has been reduced by $43,198 reflecting a reduction in property taxes associated with

the old operations facility, which has been demolished.
Q. Is it your intent to update the adjustments on HJS-9, when the actual property

taxes become known?

A. Yes.

13
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Q. What are the total rate year revenue requirements in each year, net of
miscellaneous revenues?
A. As indicated on HJS-1, the total rate year revenue requirements, net of miscellaneous
revenues are as fOllO\VSZ

e FY 2021 — 584,554,896

e FY 2022 - $90,685,328

o FY 2022 -3$94,259,558

COST OF SERVICE ANALYSIS

Q. Mr. Smith, which rate year revenue requirement forms the basis for your cost of
service analysis?

A. The costs included in the FY 2021 revenue requirement form the basis for the cost of

service analysis.

Q. Mr. Smith, please briefly describe the conceptual approach you employed to
develop the cost of service analysis.

A. I developed the cost of service analysis using the “Base-Extra Capacity Method™ as
outlined in the American Water Works Association’s Manual M1: “Principles of Rates,
Fees and Charges”. This approach allocates costs to customer classes in proportion to their
use of the Providence Water system. Under this approach, costs are primarily allocated
based on peak demand, both on a maximum day and maximum hour basis. The rationale

for this approach lies in the manner in which a water system is designed.

Water systems are designed to deliver water to customers to meet both average and peak
usage demands. Accordingly, treatment, storage and pumping facilities must be designed
with additional capacity to meet the peak demands, in addition to average demands. In
addition, transmission and distribution mains must also be oversized to allow for additional
flow during peak demand periods. The capacity built into Providence Water’s
infrastructure represents an additional cost which is incurred above and beyond what would

be the case if customers used water at the same rate every day and throughout the day.

14
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Given that that additional costs are incurred to provide this additional capacity, the question
then becomes how those costs should be recovered from the users of the water system. The
Base-Extra Capacity Method assigns costs to users in proportion to both their average day
demands and their extra capacity demands. For example, costs which are incurred to
provide maximum day service are allocated to users in proportion to their maximum day
usage above and beyond their average day usage. This approach recovers extra capacity
costs from customers whose extra capacity demands drive the need for the larger water

system.

Q. Mr. Smith, could you summarize the steps involved in developing a cost of service
analysis using the Base-Extra Capacity method?

A. Yes. There are three steps: functionalization, allocation and distribution.

First, costs are assigned to the functions which Providence Water must perform to deliver
water to customers. In Providence Water’s case, given the use of the National Association
of Regulatory Commissioners (NARUC) chart of accounts, costs are already tracked
according to function. These functions are: source of supply, treatment, pumping,

transmission and distribution, customer accounts and administrative and general.

Second, these functionalized costs are then allocated to cost components which include:
Base, Max Day, Max Hour, Meters & Services, Billing & Collection and Direct Fire. These
components represent different types of customer demand which drive variations in the
cost of performing each function. For example, source of supply costs are driven by base
demand, or demand on an average day. Higher customer base demand means higher source

of supply costs.

Finally, costs are distributed to customer classes in proportion to their demand for each
cost component. In other words, once the costs are assigned to Base, Max Day, Max Hour,
Meters & Services, Billing & Collection, and Direct Fire, they can then be assigned to

customer classes in proportion to their units for each cost component. Cost distribution is
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accomplished in two steps. First, unit costs are developed by dividing the allocated costs
by the customer class units of service, in total, for that component (e.g., base costs divided
by base demand, billing and collection costs divided by customer bills etc.). These unit
costs are then multiplied, by class, by that class’s unit of service to determine their
proportionate share of costs. The result is a distribution of costs to Providence Water
customers in proportion to their use of the system. If, for example, residential customers
represent 25% of maximum day demand, they will be allocated 25% of maximum day

costs.

Q. Did you need to make any modifications to this general approach to fit the specific
circumstances of Providence Water and its customers?

A. Yes. The primary modification was to segregate the cost components between those
which are incurred to serve all customers (retail and wholesale) and those which are
incurred to serve retail customers only. Costs which are incurred to serve all customers are
referred to as “Common to All.” Those which are incurred to provide retail service only
are indicated as “Retail Only”. This distinction is typical for cost of service analyses which
involve wholesale customers, who typically do not utilize the entire water system of the

wholesale provider.

Q. Could you provide a specific example of where this segregation might be relevant?
A. Yes. The assignment of transmission and distribution system costs is the primary driver
for this distinction. Providence Water has one interconnected pipe network, which
provides potable water under pressure to both retail and wholesale customers. That said,
wholesale customers are generally served off of transmission mains which are larger than
12 inches. That is not to say they do not receive any benefit from the smaller distribution
mains, but—because it is impractical to identify the exact mains which are used by each
customer—it is typical to select a diameter above which the mains are generally considered
to be used by all customers and below which the mains are considered to be used by retail

customers only. The Common to All and Retail Only distinction assigns the costs

16
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associated with transmission mains to all customers, and the costs associated with

distribution mains to retail customers only.

Q. Are there any other categories of costs which are considered retail only and not
allocated to wholesale customers?
A. Yes. Meters & Services, Billing & Collection, and Direct Fire are all considered retail

only costs.

Q. Are there are fundamental differences between the Base-Extra Capacity Approach
you have developed for this filing, and that which has historically been employed?

A. There are two key differences.

First, the approach which has been used historically for Providence Water did not take into
account peak demand (i.e., maximum day and hour) for wholesale customers. Costs which
were incurred to serve both wholesale and retail customers under the old approach were
allocated solely based on annual water volumes. In other words, the allocation of costs
between retail and wholesale customers did not account for differences in peak demand,
essentially assuming that the peak demand of retail and wholesale customers was the same.
In addition, retail only costs, which did account for peak demand under the previous
approach, were allocated based on peaking factors for residential, commercial and
industrial customers which had not been updated in many years. The cost of service
analysis Providence Water is proposing in this Docket allocates costs for both retail and
wholesale customers based on average and peak demand as I describe in further detail

below.

The second difference relates the allocation of costs to cost components. The previous
methodology employed a series of allocation factors to assign costs to the cost components.
While the allocators were individually appropriate, their combined effect occasionally
produced disproportionate impacts on certain charges. Over time additional allocation

factors were added to shift costs away from certain charges and towards others. While the

17
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result was more palatable, it became difficult to understand the pure cost of service for each
class, because it was being modified to address issues in the design of the rates, rather than

the allocation of costs.

The most concrete example of this is the meter service charge. The previous approach
involved many dctailed steps which resulted in an allocation of costs to bills and meters &
services, which were ultimately incorporated into the meter service charge. That said, once
the charge was calculated it was high enough to raise concerns regarding rate shock. To
resolve the issues, alternative allocators were included to shift costs away from meters &
service and billing and collection and to other cost components which were ultimately
incorporated into the volume charge (i.e., base, max day, max hour). While this produced
the desired result, it is not very transparent. It is preferable to determine the true cost of
service first, then deal with the implications and—if necessary—modifications in the
design of the rates themselves. [ have taken that approach in the cost of service analysis
for this docket, calculating a reasonable cost of service for each class and charge, and

proposing any modifications explicitly in the design of the rates themselves.

Q. Mr. Smith, how do the schedules you developed for your cost of service analysis
(Schedules HJS-13A through HJS-18) relate to the general process for the Base-Extra
Capacity Method you described above (functionalization, allocation and
distribution)?

A. As I noted earlier, the functionalization step is already addressed by Providence Water’s
use of the NARUC chart of accounts, which are segregated by the major functions. This
leaves allocation and distribution. Schedules HIS-13A through HIS-14B address the
allocation step and Schedules HIS-15A through HIS-18 address the distribution step.

18
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Q. Mr. Smith, could you please overview your first cost allocation schedule, Schedule
HJS-13A?

A. Yes. HIS-13A indicates an overview of all of the factors used to allocate the rate year
FY 2021 revenue requirement to the cost components. The schedule is divided into three

sections.

Factors 1 through 6 allocate costs incurred to provide base, max day and max hour service
to Providence Water customers. These factors were developed based on the units of service
for base, maximum day and maximum hour indicated on HJS-16A and B. Costs that are
incurred to provide base service are allocated 100% to base. Costs that are incurred to
provide base and max day service are split in proportionally between base and max day,
proportionate to each component’s share of the total capacity in question. Specifically, the
calculation for the base max day allocator is:

e Total Maximum Day Demand: 112,398 HCF/d

e Base Share: 65,720 HCF/d divided by 112,398 HCF/d = 58.47%

e Max Day Extra Capacity: 112,398 HCF/d less 65,720 HCF/d = 46,678 HCF/d

e Max Day Share: 46,678 HCF/d divided by 112,398 HCF/d = 41.53%

The allocator for base, max day and max hour costs is calculated in a similar fashion.
e Total Maximum Hour Demand: 189,479 HCF/d
e Base Share: 65,720 HCF/d divided by 189,479 HCF/d = 34.68%
e Total Maximum Day Demand: 112,398 HCF/d
e Max Day Extra Capacity: 112,398 HCF/d less 65,720 HCF/d = 46,678 HCF/d
e Max Day Share: 46,678 HCF/d divided by 189,479 HCF/d = 24.63%
e Max Hour Extra Capacity: 189,479 HCF/d less 112,398 HCF/d = 77,081 HCF/d
e Max Hour Share: 77,081 HCF/d divided by 189,479 HCF/d = 40.68%

Note that the allocators are repeated to factor in the common to all and retail only
distinction. Factors 1 through 3 are used to allocate common to all costs and factors 4

through 6 are used to allocate retail only costs.

19
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Factors 7 through 10 allocate costs directly to meters & service, billing and collection,

direct fire. Direct fire costs are those which are incurred to maintain public fire hydrants.

Factor 11 is not used, because the only direct East Smithfield cost is related to the East
Smithfield debt service, which is already recovered directly from these customers via the

East Smithfield Debt Surcharge ($0.35/HCF).

Finally, Factors 12 through 25 are proportional factors, which are developed in Schedules
HJS-13B through 14B. These are based on detailed information regarding Providence
Water’s pump stations, work and service order data, net plant in service and central
operations facility floor plan. In general, these proportional factors are a function of the
direct allocation of expenses using Factors 1 through 11, in instances where an expense is

more general and not directly related to any one individual cost component.

Q. Mr. Smith, could you please overview the next cost allocation schedule, Schedule
HJS-13B?

A. Yes. HJS-13B develops Factors 12 and 18. Factor 12 is used to allocate pump station
electric costs to the cost components. The electric costs of each pump station are allocated
as common to all or retail only using Factor 6. The total allocation is then used to develop
Factor 12. Factor 18 is used to allocate pumping net plant in service and follows a similar

approach but using the capacity of each pump station.

Q. Mr. Smith, what is the purpose of HJS-13C?

A. HJS-13C includes a breakdown of Providence Water’s transmission and distribution
mains by length and diameter. Mains 12” and below are considered distribution mains and
mains above 127 are considered transmission mains. This breakdown is used to split
transmission and distribution system costs between common to all and retail only as well
as assign responsibility for non-revenue water (NRW). Inch-miles, which represents the
length of pipe at each size multiplied by its diameter is used to split transmission and

distribution costs between common to all (39.84%) and retail only (60.16%). For NRW,
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length of pipe is used to split losses (discussed in greater detail below) between common

to all (10.82%) and retail only (89.18%).

Q. Mr. Smith, could you please overview HJS-13D and E?

A. These schedules develop Factors 13 and 14 which are used to allocate transmission and
distribution labor and contract services costs to the cost components. Both Factors assign
work and service order costs associated with the performance of specific tasks to the cost
components with a 3-year average of that assignment forming the basis for the allocator.
Work and service orders relating to the transmission and distribution system are split
between common to all and retail only based on inch-miles, then assigned to cost
components using Factor 3 (common to all base, max day, max hour) and Factor 6 (retail
only base, max day, max hour). Other costs such as those related to meters or hydrants are
directly assigned. Any costs which cannot be directly assigned are allocated in proportion

to the directly assigned costs.

Q. What is the purposed of HJS-13F?

A. This schedule develops Factors 19, 20 and 21, which are used to allocate rate year capital
costs to cost components. Providence Water’s net plant in service is allocated, by NARUC
account, to the cost components. The sum of these allocations is used to develop Factors
19, 20 and 21. Factor 19 is based on the allocation of transmission and distribution net
plant (excluding meters and service, land and structures) and is used to allocate the net
plant in service associated with T&D land, land rights and structures. Factor 20 is based
on net plant in service excluding general plant and is used to allocate general plant, with
the exception of Laboratory Equipment (Factor 1, 100% base) and the new Central
Operations Facility (discussed in further detail below). Factor 21 is based on total plant
(excluding land and the Central Operations Facility) and is used to allocate rate year

funding for the Capital Fund, IFR Fund and the Vehicle and Equipment Fund.
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Q. How did you allocate the net plant in service associated with the new Central
Operations Facility?

A. As of 6/30/2019 the net plant in service for the Central Operations Facility was
$28.641,882. Factor 22, which is developed on Schedule HJS-13G, is used to allocate the
Central Operations Facility net plant in service. Factor 22 is based on the use of the
building by square footage. Each space that can be directly assigned is allocated based on
factors indicated on HJS-13A. Any space which cannot be directly assigned has been

allocated in proportion to the directly assignable space.

Q. Mr. Smith, what is indicated on Schedules HJS-14A and B?
A. These schedules represent the allocation of the rate year FY 2021 revenue requirement

from Schedule HIS-12 to cost components using the allocators from Schedule HIS-13A.

Q. What is the purpose of Factors 15, 16, 17, 23, 24 and 25 which are developed using
the allocated costs on HJS-14A?

A. Some components of the revenue requirement are general in nature and do not relate to
any one specific function (e.g., source of supply, pumping, treatment, etc.) and are not
driven by just one cost component. These factors represent indirect allocations based on

directly allocated costs.

Factor 15 is used to allocate Administrative and General Labor costs, which are incurred

to supervise all the functions performed by Providence Water to deliver water to customers.

Factor 16 is used to allocate non-labor related Administrative and General costs which are
incurred to support all the functions performed by Providence Water to deliver water to

customers.

Factor 17 is used to allocate City Services Expense, which represents a reimbursement to

the City of Providence for services provided to Providence Water.
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Factor 23 is used to allocate the funding adjustment to the Insurance Fund to achieve the

required funding level in the rate year.

Factor 24 is used to allocate the funding adjustment to the Chemicals and Sludge

Maintenance fund to achieve the required funding level in the rate year.

Factor 25 is based on the total revenue requirement, excluding reserve funding, and is used

to allocate funding for the restricted revenue reserve and the unrestricted operating reserve.

Q. Of the total rate year FY 2021 net revenue requirement, what proportion is related
to providing service to all customers (common to all) and what proportion is related
to providing retail service only?

A. Approximately 52% of the revenue requirement is related to providing service to all

customers, leaving 48% related to providing retail service only.

Q. How is the revenue requirement distributed between the various customer classes?
A. Schedules HIS-15A through HIS-18 indicate the steps involved in distributing costs to
the various customer classes. Those are:

e Determine customer class units for service (HJS-15A through 16C)

e Develop unit costs of service (HIS-17)

e Distribute Costs to Customer Classes (HJS-18)

Q. How is HJS-15A used in the determination of customer class units of service?
A. HJS-15A is used primarily for the development of pro-forma revenue under existing
rates. In addition, the pro-forma volumes, plus an allocation of non-revenue water, are the

basis for customer class base demand in Schedules HJS-16A and C.
Q. Please provide an overview of your assignment of non-revenue water in HJS-15B.
A. HJS-15B begins with total plant production and subtracts pro-forma sales to arrive at a

total for water which is produced, but not ultimately billed to customers. HIS-15B then
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identifies the proportion of non-revenue water which relates to usage which is simply not
billed. Subtracting those volumes leaves a reasonable approximation of actual leakage
within the transmission and distribution system. The remaining calculations are used to

assign the non-billed water and leakage to retail and wholesale customers.

Q. What proportion of non-revenuc water do you propose to assign to wholesale
customers?

A. Wholesale customer share of non-revenue water includes only a proportionate share of
leakage on transmission mains and flushing on transmission mains, which represents
2.42% of non-revenue water. The remaining sources, including unauthorized
consumption, customer metering inaccuracy, firefighting allowance, water quality and
testing, distribution main flushing, and distribution main leakage, were all allocated 100%

to retail customers.

Q. How did you determine the wholesale share of leakage and transmission flushing?
A. Both leakage and flushing were split between transmission and distribution based on

length of pipe and then allocated to wholesale based on pro-forma sales.

Q. Please identify the categories of units of service that form the basis for the
distribution of costs to customer classes on HJS-16A through C?

A. Costs are distributed on the basis of base demand, maximum day extra capacity demand,
maximum hour extra capacity demand, 5/8-inch equivalent meters, bills, and 6-inch
equivalent fire connections. These are calculated on HIS-16A and B and summarized on

HJS-16C.

Q. How did you determine base demand by customer class?
A. Base demand represents average customer demand through the year, without regard to
maximum day or hour peak usage. Base demand was calculated by adding the allocation

of non-revenue water determined on HJS-15B to pro-forma sales on HIS-15A.
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Q. What does maximum day extra capacity demand represent?
A. Maximum day extra capacity demand represents the maximum day usage in excess of,
or excluding, average day demand. Average day demand is annual sales divided by 365

days.

Q. How did you determine maximum day extra capacity demand for wholesale
customers?
A. 1 developed a peaking factor which represents the ratio of wholesale demand on the
highest day of the year, divided by the average day demand for the year. The average ratio
for FY 2018 and FY 2019 was 1.74. I then applied this factor to wholesale average day
usage to determine total maximum day capacity. Extra capacity, or the usage in excess of
average day, is total maximum day capacity, less average day. The calculation was as
follows:

e Average Day: Rate Year Sales (11,362,760 HCF) / 365 = 31.131 HCF/d

e Max Day Total Capacity: 31,131 HCF/d multiplied by 1.74 = 54,168 HCF/d

e Max Day Extra: 54,168 HCF/d less 31,131 HCF/d = 23,037

Q. How did you determine maximum day extra capacity demand for retail
customers?
A. Daily demand data are not available for retail customers. 1 estimated retail daily demand
by subtracting wholesale daily demand from daily plant production. I then followed the
same approach as I used for wholesale, dividing the highest usage day by the average usage
for the year. The two-year average (FY 2018 and FY 2019) ratio for retail was 1.60. Using
this factor, I performed the same calculation for retail as was used for wholesale:

e Average Day: Rate Year Sales (12,625,027 HCF) / 365 = 34,589 HCF/d

e Max Day Total Capacity: 34,589 HCF/d multiplied by 1.60 = 55,343 HCF/d

e Max Day Extra: 55,343 HCF/d less 34,589 HCF/d = 20,753 HCF/d
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Q. How did you determine the daily demand for each retail customer class
(residential, commercial, industrial) given that daily demand information was not
available?

A. 1 estimated the maximum day demand for each retail customer class using monthly
billing information. 1 then distributed the total maximum day demand calculated above
(55,343 HCF/d) to each customer class in proportion to the total maximum day demand
from the monthly estimate. The extra capacity portion is the total maximum day for each

class, estimated as I just described, less average day demand for each class.

Q. Does the monthly approach you just described impact the allocation of costs to
wholesale customers?

A. It does not. The monthly approach only distributes the total maximum day demand for
the retail class between residential, commercial and industrial customers. Only the total,
determined in the same fashion for retail and wholesale, impacts the allocation of costs

between retail and wholesale.

Q. How did you determine maximum day extra capacity costs for fire protection?
A. Consistent with prior Dockets, I assumed a theoretical fire flow of 6,000 gallons per
minute for 6 hours. This equates to 2,160,000 gallons per day or 2,888 HCF/d. 1 distributed

this to private fire lines and public fire hydrants based on equivalent 6-inch connections.

Q. How did you determine maximum hour extra capacity demand for wholesale
customers?

A. I developed a peaking factor which represents the ratio of wholesale demand on the
highest day of the year, divided by the average day demand for the year. The average ratio
for FY 2018 and FY 2019 was 2.16. I then applied this factor to wholesale average day
usage to determine total maximum hour capacity. Maximum hour extra capacity, or the
usage in excess of maximum day is total maximum hour capacity, less total maximum day

capacity. The calculation was as follows:
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e Average Day: Rate Year Sales (11,362,760 HCF) / 365 = 31,131 HCF/d

e Max Hour Total Capacity: 31,131 HCF/d multiplied by 2.16 = 67,243 HCF/d
e Max Day Total Capacity (determined above): 54,168 HCF/d

e Max Hour Extra: 67,243 HCF/d less 54,168 HCF/d = 13,075 HCF/d

Q. How did you determine maximum hour extra capacity demand for retail
customers?
A. Hourly demand data are not available for retail customers. Instead, I estimated retail
maximum hour demand by assuming maximum hour peaking factors which are 2 times the
maximum day factor for each customer class. Using these factors, I performed the same
calculation for retail for each individual customer class. This results in a maximum hour
extra capacity determination as follows:

o Average Day: Rate Year Sales (12,625,027 HCF) / 365 = 34,589 HCF/d

e Max Hour Total Capacity: 34,589 HCF/d multiplied by 3.20 = 110,685 HCF/d

e Max Day Total Capacity (determined above): 55,343 HCF/d

e Max Hour Extra: 110,685 HCF/d less 55,343 HCF/d = 55,343 HCF/d

Q. How did you determine maximum hour extra capacity costs for fire protection?

A. Consistent with prior Dockets, I assumed a theoretical fire flow of 6,000 gallons per
minute. Expressed on a 24-hour basis this equates to 8,640,000 gallons per day or 11,551
HCF/d. To determine the maximum hour extra capacity in excess of maximum day I
subtracted the maximum day I attributed to fire protection (2,888 HCF/d), or 8,663 HCF/d.
I distributed this to private fire lines and public fire hydrants based on equivalent 6-inch

connections.

Q. What is the basis for the remaining units of service: meters & services and bills?

A. Meter & services units are based on the number of 5/8-inch equivalent meters. A 5/8-
inch meter represents 1 unit, with the remaining sizes scaled up based on the cost ratios,
which represent the increased cost to install, maintain and replace the larger meters, relative

to a 5/8-inch meter. Bills represent the number of monthly bills, by customer class.
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Q. Please explain the development of unit cost of service on Schedule HJS-17.

A. Schedule HIS-16 divides the FY 2021 revenue requirement, by cost component, by the
respective units of service for that component. The result is the unit cost for the level of
service provided. For example, the cost to provide maximum day extra capacity service to
all customers is $222.32 per HCF/d, which represents the costs allocated to maximum day
($10,377,558) divided by the total maximum day extra capacity usage (46,678 HCF/d).
These unit costs are the same for all customers, with the difference in the ultimate cost
allocation on HJS-18 being driven by the level of service received (e.g., common to all vs.

retail only) and usage of each customer class.

Q. How is the FY 2021 revenue requirement distributed to customer classes on
Schedule HJS-18?

A. The unit cost of service is multiplied by the units of service for each customer class.
For example, the wholesale class is allocated a total cost of service of $18,521,958 which
represents the unit of cost of service for common to all base, max day and max hour,

multiplied by the wholesale units for each respective category.

RATE DESIGN

Q. How did you calculate the volume charge on Schedule HJS-19?

A. For retail, the volume charge recovers common to all and retail only base, maximum
day and maximum hour costs. It also recovers any under-recovery from other retail
charges, whose increase is being limited to avoid rate shock. The wholesale volume charge
recovers the cost of common to all base, maximum day and maximum hour costs. The
wholesale volume rate does not include any retail costs, or any under-recovery from the
other retail charges, but solely represents the cost of service to this class. Inboth cases, the
volume rate represents the total allocated costs divided by pro-forma sales to arrive at a

rate per HCF.
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Q. How did you calculate the service charges on Schedule HJS-20A and B?

A. The meter service charge includes meter and services costs and billing costs. Meters
and services costs are recovered on a per equivalent meter basis, which is scaled up from
the 5/8-inch meter to recognize the additional cost associated with installing, maintaining
and replacing the larger meters. The billing cost is recovered on a per bill basis, regardless
of size. As indicated, the calculated cost for the charge is much higher than the existing
rate. For example, the calculated 5/8-inch charge would more than double under a pure
cost of service approach. To avoid rate shock, 1limited the increase to 40%, which equates
to around $3 per bill for a 5/8-inch customer and I have allocated the under-recovery to the
residential, commercial and industrial rates in proportion to their volumetric (i.e., base,

max day, max hour) cost of service.

The Providence Retail Fire Protection Service Charge recovers the direct fire costs for
hydrants within the City of Providence. This cost is recovered on a 5/8-inch equivalent
meter basis, but uses ratios based on the relative capacity of the meter, rather than the
relative cost, as is used in the meter service charge. This charge would increase by more
than 50%, under a pure cost of service approach. Like the meter service charge, 1 limited
the increase to 40% to avoid rate shock and have allocated the under-recovery to the
residential, commercial and industrial rates in proportion to their volumetric (i.c., base,

max day, max hour) cost of service.

Q. How did you calculate the fire protection charges on Schedule HJS-21A and B?

A. The private fire service charges recover the cost of meters and services, billing costs
and demand costs. The demand costs represent the private service customers share of the
theoretical fire flow I discussed above based on 6-inch equivalent connections. This charge
would more than double under a pure cost of service approach. To avoid rate shock, I
limited the increase to 20% and have allocated the under-recovery to the residential,
commercial and industrial rates in proportion to their volumetric (i.e., base, max day, max

hour) cost of service.
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The hydrant charge recovers the direct costs associated with hydrant maintenance as well
as demand costs associated with the capacity needed for fire flow. A pure cost of service
charge would represent an increase of more than 50% over the current charges. I limited
the increase to 20% to avoid rate shock and have allocated the under-recovery to the
residential, commercial and industrial rates in proportion to their volumetric (i.e., base,

max day, max hour) cost of service.

Q. Have you created a schedule which shows all of the charges, both for rate year F 5 'é
2021 and the proposed FY 2022 and FY 2023 rates?

A. Yes, Schedule HJS-22 indicates the existing rates and the proposed rates for all three
years. Asnoted above, FY 2021 rates are based on the cost of service analysis. Rates in
FY 2022 and FY 2023 are increased in an across the board fashion based on the overall

increase in the revenue requirement, which is 7.26% in FY 2022 and 3.94% in FY 2023.

Q. Why is the East Smithfield Debt Surcharge constant at $0.35 per HCF?
A. This rate is contractual and cannot be adjusted. That said, the costs associated with the
charge are recovered solely through the surcharge and do not impact the retail or wholesale

rates.

Q. Have you created a schedule which compares the revenues generated under
existing rates to the proposed revenues in FY 2021, FY 2022 and FY 2023?

A. Yes, Schedule HJS-23 shows a comparison of existing and proposed revenues.

Q. What consideration has been given as to whether the revenues from the rates and
charges are sufficient to cover revenue requirements for Providence Water?

A. HIS-24 serves as a revenue proof to determine revenue sufficiency of the proposed rates
and charges. The revenues that would be generated under the proposed rate structure are

shown for commodity rates, service charges, and fire protection charges.
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Q. According to the rate model, are the rates and charges calculated sufficient to meet
revenue requirements in each year?

A. Yes. As shown in HIS-24, the revenues projected to be recovered from the proposed
rates are approximately $13,000 to $14,000 greater than the revenue requirements in each

year, due to rounding.

Q. Have you created a schedule which shows all of the charges, both for rate year FY
2021 and the proposed FY 2022 and FY 2023 rates?
A. Yes. Schedule HIS-25 shows bills under existing and proposed rates and the percentage
impacts that are likely to occur for typical residential, commercial, and industrial
customers. For a typical residential customer using 100 HCF per year the annual increases
are as follows:

e FY 2021 - 15.8% or $68.26 per year

e FY 2022 -7.3% or $36.23 per year

e FY 2023 -3.9% or $21.13 per year

CITY SERVICES ANALYSIS

Q. What are City Services?

A. City Services are services provided by the City of Providence (City) to Providence
Water and are critical to the provision of safe and reliable water service to Providence
Water customers. Currently, the cost associated with providing these services is recovered

via a reimbursement (City Services Expense) paid by Providence Water to the City.

Q. Mr. Smith, couldn’t Providence Water perform these same administrative
functions, in-house, eliminating the need for the expense?

A. Providence Water could perform some of the functions currently performed by the City;
however, since the employees that make up Providence Water’s workforce are legally
employees of the City, many functions such as payroll processing, pension administration

and other employment related functions must be performed by the City. Regardless,
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performing these services in-house would almost certainly increase costs to Providence

Water customers.

Q. Why?

A. As described below, Providence Water only uses a portion of the overall cost of each
service provided by the City. If Providence Water was required to perform all the same
functions in-house, it would be required to either hire more full-time employees or
contractors. Instead, Providence Water contributes a proportionate share of the cost of the
departments already serving the City. Providence Water customers benefit from the
economies of scale which result from participating in a portion of the fixed cost of City

Services, rather than having to pay the full cost to perform the functions in-house.

Q. Please briefly overview the process you used to develop the City Services
Analysis.

A. The basis for the City Services Expense reimbursement is the City’s Budget for the
fiscal year ending June 30, 2020 (FY 2020). My analysis allocates the cost of each relevant
department to Providence Water based on Providence Water’s share of the service being

rendered.

Q. How did you determine an appropriate allocation basis for each City
department?

A. Members of Raftelis’ staff interviewed staff from the Mayor’s Office, City Council,
City Council Administration, City Clerk, Law Department, Finance Department,
Controller’s Office, Retirement Department, Treasurer’s Office, Purchasing Department,
Personnel Department and Data Processing Department. Based on these interviews,
Raftelis developed the measures which are used to allocate a proportion of the cost of each
department to Providence Water. Each allocator is based on the Providence Water’s share

of each metric, as compared to the total for the City and Providence Water combined.
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Q. How did you allocate costs for the services rendered by the Mayor’s Office?

A. To determine which allocation method that would be used for the Mayor’s Office
expenses, Nicole Pollock, Chief of Staff was interviewed. The Mayor’s Office provides
executive office oversight and staff support to both City and Providence Water employees.
Accordingly, the cost of this department was allocated using the percentage of Providence
Water employees to all City Employees, which is 7.64% (236 Providence Water
Employees to 3,089 total employees). Applying this percentage to the Mayor’s Office
budget ($3,538,778) results in an allocation of $270,363 for the services provided by the
Mayor’s Office.

Q. How did you allocate costs for services rendered by the City Council?

A. To determine the allocation method to be used for City Council expenses, an interview
was held with Erlin Rogel, Chief of Staff. The City Council addresses issues brought by
constituents of Providence Water along with any items that are included in the meeting
minutes for the council to address, such as ordinances, laws and budget approval.
Accordingly, the percentage of City Council agenda items which related to Providence
Water (8.05%) was used to allocate the costs of this department. Applying this percentage
to the City Council budget (8789,557) results in an allocation of $63,537 for services
rendered by the City Council.

Q. How did you allocate costs for services rendered by City Council Administration?
A. A similar process was used to allocate expenses from the City Council Administration.
Erlin Rogel was the point of contact for both the City Council and City Council
Administration. The City Council Administration provides support to the City Council with
research, drafting ordinances and other functions and request from the City Council. Due
to the supporting role played by the department, the percentage of agenda items related to
Providence Water (8.05%) was used. Applying this percentage to the City Council
Administration budget ($1,395,571) results in an allocation of $112,305 for services

rendered by the City Council Administration.
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Q. How did you allocate costs for services rendered by the City Clerk?

A. An interview was conducted with City Clerk, Shawn Selleck. Mr. Selleck indicated that
85% of his work is directly supporting legislative matters. The remaining 15% of his time
is spent on other tasks which do not involved Providence Water. Accordingly, the starting
point for the City Clerk allocation was 85% of the total budget of $1,287,905 (i.e.,
$1,094,719). This is shown in HIS-CS2. Mr. Selleck was then able to provide the number
of Providence Water items addressed from the past fiscal year, along with the total of all
City items addressed For FY19. The City Clerk addressed 2,563 items, 170 of which were
items for Providence Water. Accordingly, 6.63% of the department’s items were related to
Providence Water. Applying this percentage to the relevant portion of the City Clerk
budget (§1,094,719) results in an allocation of $72,611 for services provided by the City
Clerk.

Q. How did you allocate costs for services rendered by the Law Department?

A. Adrienne Southgate, the Deputy City Solicitor was interviewed in order to determine
the type of support provided by the solicitor. Ms. Southgate indicated that all Providence
Water contracts require approval from this department. Ms. Southgate indicated that most
of these contracts were standardized and—as a result—required minimal time to review
prior to approval. She estimated that approximately 1% of the Law Department’s time was
spent reviewing Providence Water contracts. Applying this percentage to the Law
Department’s budget ($6,308,412) results in an allocation of $63,084 for services provided
by the Law Department.

Q. How did you allocate costs for services rendered by the Finance Department?

A. Raftelis staff interviewed Lawrence Mancini, the City’s Finance Director. The Finance
Department provides oversight and approval on financial transactions, reviews and
monitors budgets, reviews and approves purchase orders and helps prepare bond issues for
Providence Water. Given that the role of this department is to provide financial support
and oversight, audited FY 2018 fiscal year expenditures were used as the basis for the

allocation. In FY 2018 Providence Water expenditures represented 9.89% of total City
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expenditures. Applying this percentage to the Finance Department budget ($956,234)

results in an allocation of $94,584 for services provided by the Finance Department.

Q. How did you allocate costs for services rendered by the Controller’s Office?

A. Raftelis staff interviewed Krystle Lindberg of the Controller’s Office. The Controller’s
Office performs three primary functions: accounts payable, payroll and fiscal.
Accordingly, for the purposes of developing this allocation, the Controller’s office budget
was divided among these three categories. Ms. Lindberg indicated that each function
requires approximately the same amount of time, so it was divided equally as shown on
exhibit HJS-CS2. After dividing the budget among the three functions a distinct allocator
was developed for each function. Accounts payable runs all of Providence Water’s checks
to pay vendors and other service providers. Payroll runs all of Providence Water’s payroll
checks as well as preparing any tax reporting and W2 tasks that need to be completed.
Fiscal processes all inter-account transfers and completes monthly bank reconciliations.

For each one of these functions, a unique allocator was developed.

For the accounts payable function, a percentage of Providence Water checks to total City
checks was used. In the most recent fiscal year, there were 51,978 Providence Water checks
and 397,966 City checks in total, meaning that 13.06% of all checks were for Providence
Water. Applying this percentage to the accounts payable portion of the budget ($449,0106)

results in an allocation of $58,646 for services rendered by accounts payable.

For the payroll function, the percentage of Providence Water employees to City employees
(in total) was used (7.64%). Applying this percentage to the payroll portion of the budget
($449,016) results in an allocation of $34,035 for services rendered by payroll.

For the fiscal function, a percentage of account transfers and bank reconciliations for the

most recent fiscal year was used. The Providence Water Supply Board had 47 transfers and

reconciliations as compared to 357 in total, leading to an allocator of 13.17%. Applying
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this percentage to the fiscal portion of the budget ($449,016) results in an allocation of

$59,114 for services rendered by fiscal.

This leads to a total of $151,795 for the services provided by the Controller’s Office.

Q. How did you allocate costs for services rendered by the Retirement Department?

A. Jill Reese, from the Retirement Department, described how her department helps both
active and retired employees in various ways, by assisting with pensions, keeping history
on retirement contributions and assisting on retirement loans. Based off these services, the
percentage of Providence Water active and retired employees compared to City active and
retired employees (6.25%) was used. Applying this percentage to the Retirement
Departments budget ($501,485) results in an allocation of $31,358 for services rendered

by the Retirement Department.

Q. How did you allocate costs for services rendered by the Treasurer’s Office?

A. To determine what services are provided by the Treasurer’s Office to Providence Water,
an interview with the Treasurer, James Lombardi, was held. Mr. Lombardi described how
the Treasurer’s Office processes and distributes checks for Providence Water. Accordingly,
the percentage of Providence Water checks to City checks in total (13.06%) was used to
allocate these costs. Applying this percentage to the Treasurer’s budget ($719.585) results

in an allocation of $93,984 for services rendered by the Treasurer’s Office.

Q. How did you allocate costs for services rendered by the Purchasing Department?

A. To determine Providence Water’s share of Purchasing Department costs, an interview
was held with Molly Hannon, the Associate Director of Purchasing. Ms. Hannon indicated
that the supervisor and purchasing agent worked on matters for Providence Water. Instead
of using the department’s budget. only the Salary and FICA budgeted for the necessary
employees was used, which is $149,681. The Purchasing Department handles purchases
over $5.000 and oversees the Board of Contract and Supply. It is the Board of Contract and

Supply that deals with Providence Water matter, so Ms. Hannon provided the percentage
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of Board of Contract and Supply work related to Providence Water. For the most recent
fiscal year, the Board of Contract and Supply had 195 Providence Water items out of a
total of 1,646 items, or 11.85%. Applying this percentage to the appropriate portion of the
Purchasing Department’s budget ($149,681) results in an allocation of $17,733 for services

rendered by the Purchasing Department.

Q. How did you allocate costs for services rendered by the Personnel Department?

A. An interview was conducted with Emmanuel Echevarria, the Director of Human
Resources. Mr. Echevarria described how this department helps administer all onboarding,
offboarding and tasks associated with benefits for both active and retired employees.
Accordingly, these costs were allocated based on the percentage of active and retired
employees of Providence Water as a proportion of all City employees (6.25%). Applying
this percentage to the Personnel Department’s budget ($2,208,848) results in an allocation

of $§138,118 for services rendered by the Personnel Department.

Q. How did you allocate costs for services rendered by the Data Processing
Department?

A. An interview was conducted with Jim Silveria, the Chief Information Officer. Mr.
Silveria described how his department provides network services to all city departments
and hosts the ERP (enterprise resource planning) system for the City. Additionally, direct
deposits are handled by this department as well. Mr. Silveria also stated that the cost for
these services is roughly equal for all employees, meaning all departments require similar
functions for each employee. This means that the most effective allocation method would
be allocating a portion of the department’s budget based off the percentage of employees
that work for Providence Water. As previously mentioned, Providence Water has 236
employees as compared to 3,089 for the City in total, or 7.64%. Applying this percentage
to the Data Processing Department’s budget ($3,972.270) results in an allocation of for

$303,482 for services rendered by the Data Processing Department.
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Q. Are there any additional, non-departmental, expenses that Providence Water is
being allocated?
A. Yes, there are two non-departmental expenses from the Stop Loss Insurance Annual

Premium and the Mercer Annual Consulting Fee.

Q. How were these non-departmental expenses allocated to Providence Water Supply
Board?

A. Costs from the Stop Loss Insurance Annual Premium and the Mercer Annual Consulting
Fee were both allocated to Providence Water by the percentage of employees that work for
Providence Water (7.64%). Since both have roughly the same cost per-employee, the
percentage of Providence Water employees to total City employees was used to allocate
these costs. The cost of the Stop Loss Insurance Annual Premium is $789,000 and the cost
of the Mercer Annual Consulting Fee is $225,000. Applying the allocation factor to both
expenses, Providence Water is responsible for $60,280 and $17,190 respectively, or

$77,470 in total.

Q. Mr. Smith, given the allocations above, what would be an appropriate City
Services reimbursement for services rendered by the City to Providence Water?
A. Based on interviews with City staff regarding the services provided by the various

departments, an appropriate City Services Expense reimbursement is $1,490,693.

Q. Mr. Smith, does that conclude your testimony?
A. Yes, it does.
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Schedule HJS-2: Pro-Forma Revenue Under Existing Rates

Providence Water Supply Board

Docket#

Request for General Rate Relief

Direct Testimony of Harold J. Smith

Test Year Ending June 30, 2019

Rate Years Ending June 30, 2021 through 2023

Units of Service Adjusted Existing Existing
Description Service Adjustment | Units of Service Rates Revenue
Service Charges
5/8" 56,181 1,631 57,812 § 756 % 5,244,705
3/4" 11,323 3 11,326 3 8.05 % 1,094,092
1" 5,292 43 5335 § 950 % 608,190
1.5" 1,637 10 1547 § 1143 § 212,187
2" 1,344 13 1,357 $ 16.76 § 272,920
3" 73 - 738 5601 & 49,065
4" 35 - 35 8 7055 $§ 29,631
6" 57 - 57 $ 10447 § 71,457
8" 42 - 42 $ 14323 § 72,188
10" 4 - 4 % 17836 % 8,561
12" 0 - 0% 21349 § -
Total Retail Service Charges 75,888 1,700 77,588 $ 7,662,995
Fire Protection Service Charge (Providence Only)
5/8" 25,954 - 25954 § 138 § 429,798
3/4" 4,580 - 4580 § 207 % 113,767
T 2,091 - 2091 § 5156 % 129,224
1.5 902 - 902 § 13.74 & 148,722
" 792 - 792 § 3296 § 313,252
37 55 - 55 § 89.26 $ 58,912
4" 20 - 20 $ 15105 & 36,252
6" 28 - 28 % 30897 % 103,814
a" 15 - 15 $ 466.89 3§ 84,040
10" 2 - 2 § 71407 § 17,138
12" - - - $1,180.95 § -
Total Retail FPSC (Providence Only) 34,439 - 34,439 $ 1,434,918
Total Retail Service Charge Revenue 3 9,097,913
Units of Service Adjusted Existing Existing
Description Service Adjustment Units of Service Rates Revenue
Retall Consumption Charges
Residential (HCF) 8,103,732 292,444 8,396,176 § 3403 § 28,572,187
Commercial (HCF) 4,031,169 10,496 4,041,665 $ 3.223 13,026,286
Industrial (HCF) 164,973 22,213 187,186 § 3.169 593,192
Total 12,299,874 325,153 12,625,027 5 42,191,666
East Smithfield Debt Surcharge 235,576 - 235,576 § 0.350 § 82,451
Total Retail Consumption Charge $ 42274117
Total Retail Revenue $ 51,372,030




Schedule HJS-2: Pro-Forma Revenue Under Existing Rates

Providence Water Supply Board

Docket#

Request for General Rate Relief

Direct Testimony of Harold J. Smith

Test Year Ending June 30, 2019

Rate Years Ending June 30, 2021 through 2023

Units of Service Adjusted Existing Existing
Description Service Adjustment | Units of Service Rates Revenue
Wholesale Consumption Charges
Bristol County 1,494,845 - 1,494,845 $1.350858 $ 2,019,323.22
East Providence 1,822,773 - 1,822,773 $1.350858 $ 2,462,307.12
Greenville 421,521 - 421,521 $1.350858 § 569,415.37
Johnston 385,925 (385,925) - $1.350858 $ “
Kent County 2,727,147 - 2,727,147 $1.350858 $ 3,683,988.95
Lincoln 1,038,229 - 1,038,229 $1.350858 § 1,402,499.42
Smithfield 391,600 - 391,600 $1.350858 % 528,996.36
Warwick 3,466,644 - 3,466,644 $1.350858 $ 4,682.944.19
Total Wholesale Revenue 11,748,684 (385,925) 11,362,760 $ 15349475
Wholesale (per million gallons) 8,788 (289) 8,499 $1,805.96 $ 15,349,474.63
Units of Service Adjusted Existing Existing
Description Service Adjustment | Units of Service Rates Revenue
Private Fire Service Charges
3/4" 2 - 2§ 8.64 § 207
by 9 - 9 8 1021 § 1,103
1.5" 2 - 2 % 12.57 § 302
2" 68 B 68 §$ 1864 § 15,210
4" 391 - 391 § 7967 § 373.812
8" 1,245 - 1,245 § 129.89 $ 1,940,557
8" 256 - 256 $§ 196.73 § 604,355
10" 4 - 4 3 27406 % 13,155
12" 18 - 18 $ 36764 $ 79,410
16" - - - $ 61143 § -
Total 1,985 2 1,995 $ 3,028,110
Hydrants (Excluding Providence) 3007 3N 3318 § 454.02 § 1,506,438
Total Fire Protection Charge Revenue $4,534,548
Total Rate Revenues $ 71,256,053.28
Miscellaneous Revenues $ 1,364,745.88

Total Revenues $72,620,799



Schedule HJS-3a: Adjustments to Salaries and Wages

Providence Water Supply Board

Docket #

Request for General Rate Relief

Direct Testimony of Harold J. Smith

Test Year Ending June 30, 2019

Rate Years Ending June 30, 2021 through 2023

TEST YEAR FY 2019
Pay Periods 1 through 26 for FY2019
ADD: Workers Comp

ADD: Unpaid Time - Nopay, FMLA, LOA, Suspension
ADD: Normalizing Adjustments vacant positions filled after 6/30/19
ADD: Normalizing Adjustments vacant positions to be filled after 6/30/19

LESS:848 payroll not charged to operations
TOTAL ANNUALIZED SALARIES FY2019

RATE YEAR FY 2021
Estimated Step Increases FY2020
2% Contractual Raise 7/1/19 FY2020
Total Annualized Salaries FY2020
Estimated Step Increases FY2021
2% Contractual Raise 7/1/20 FY2021
Total Annualized Salaries FY2021

Rate Year Adjustments (FY 2021)

RATE YEAR FY 2022
Estimated Step Increases FY2022
3% Contractual Raise 7/1/21
Total Annualized Salaries FY2022

Rate Year Adjustments (FY 2022)

RATE YEAR FY 2023

Estimated Step Increases FY2023

Estimated 2.5% Contractual Raise 7/1/22 FY2023
Total Annualized Salaries FY2023

Rate Year Adjustments (FY 2023)

15,158,073
252,893
115,873
193,689
511,178

(523,851)

tHlen N A B B A

15,707,854

91,474
314,157

16,113,485

93,303
322,270

o B|r|en

16,529,058

i=;]

en

821,203

96,102
495,872

Fr e
o\

17,121,032

591,974

98,505
428,026

17,647,562

w W

526,531
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Schedule HJS-7: Adjustment to Regulatory and Rate Case Expense

Providence Water Supply Board

Docket#

Request for General Rate Relief

Direct Testimony of Harold J. Smith

Test Year Ending June 30, 2019

Rate Years Ending June 30, 2021 through 2023

Actuals Rate Year Rate Year Rate Year
Description FY 2019| Note| FY 2021| Note| FY 2022| Note| FY 2023

Regulatory Commission Expense:

PUC Assessment $353599 1 $385422 1 $420,110 1  $457,920
Legal Matters 63,608 2 25567 2 26,845 2 28,188
Financial Consultant 56,260 3 - 3 15,000 3 15,000
Other 12,919 4 3,250 4 3413 4 3,683
Total $ 486,386 $ 414,239 $ 465,368 $ 504,691
Rate Case Expense:
Rate Filing Consultant 5 $ 098750 4 $ 32917 4 $ 32917
Legal 6 133,549 5 44 516 5 44 516
Division 7 79,687 6 26,562 6 26,562
Sub-Total Rate Case Expense 311,986 - -
Three Year Amortization $ 103,995 $ 103,995 $ 103,995
Rate Year Expenses $518,235 $ 569,364 $ 608,686
Test Year $ 486,386 $518,235 $ 569,364
Rate Year Adjustment $ 31,848 $ 51,129 $ 39,323

(1) Average Historical % Increase 2017 to 2019 (9%)

(2) Average Historical % Increase 2017 to 2019 (5%)

(3) Estimated Cost of Compliance Filing for FY 22 and 23
(4) 5% annual increase

(5) Rate Filing and New Cost of Service Model

(6) Legal Assistance for Rate Filing

(7) 2018 + 5% Estimated Increase
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Schedule HJS-13c: Pipe Length/inch-Miles

Providence Water Supply Board
Docket#

Request for General Rate Relief
Direct Testimony of Harold J. Smith
Test Year Ending June 30, 2019

Rate Years Ending June 30, 2021 through 2023

[Pipe Size | Length| Inch-Miles|

Services 225.0
6 446.7 2,680
8 343.6 2,749
10 1.3 13
12 97.2 1,166
16 46.9 750
20 8.2 164
24 27.0 648
30 18.6 558
36 1.9 68
42 9.2 386
48 3.2 154
60 4.4 264
66 1.6 106
78 4.4 343
90 4.5 405
102 5.2 530
1,248.9 10,985

Totals

Length Inch-Miles
Distribution (<=12 inches) 1,114 6,608
Transmission (>12 inches 135 4,377
1,249 10,985
Length % Inch-Miles %
Distribution (<=12 inches) 89.18% 60.16%
Transmission (=12 inches 10.82% 39.84%
100.00% 100.00%
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Schedule HJS-15b: Assignment of Non-Revenue Water (NRW)

Providence Water Supply Board

Docket#

Regquest for General Rate Relief

Direct Testimony of Harold J. Smith

Test Year Ending June 30, 2019

Rate Years Ending June 30, 2021 through 2023

[Line [Description Allocation (HCF)|
1 Start: Annual Water Production 28,042,451
2 Less: Annual Sales 23,987,787
3  Equals: Non-Revenue Water 4,054,664
4  Less: Non-Billed Water Use
5 Unauthorized Consumptiorf " 70,106
6 Customer Metering Inaccuracy™ 741,890
7 Firefighting Allowance'® 133,690
8 Water Quality and Other Testing'” 1,178,162
9 Main Flushing/System Maintenance™ 66,845
10 Other Authorized Unbilled® 13,501

Total Non-Billed Use 2,204,194
11 Equals: Real Losses (Leakage) 1,850,470
12 Leakage on Distribution Mains and Services” 89.2% 1,650,295
13 Leakage on Transmission Mains' 10.8% 200,175
14  Retail Transmission Leakage'® 52.6% 105,354
15 Wholesale Transmission Leakage' 47.4% 94,821
16  Flushing on Distribution Mains and Services'” 89.2% 59,614
17 Flushing on Transmission Mains™ 10.8% 7,231
18  Retail Transmission Flushing 52.6% 3,806
19 Wholesale Transmission Flushing 47.4% 3,425
20  Retail Non-Revenue Water
21 100% of Unauthorized Consumption 70,106
22 100% of Customer Metering Inaccuracy 741,890
23 100% of Firefighting Allowance 133,690
24 100% of Water Quality and Testing 1,178,162
25 100% of Flushing on Distribution Mains 59,614
26 52.6% of Flushing on Transmission Mains 3,806
27 100% of Leakage on Distribution Mains 1,650,295
28 52.6% of Leakage on Transmission Mains 105,354
29 100% of Other Authorized Unbilled 13,501
30 Total Retail NRW 3,956,418
3 % 97.58%
32 Wholesale Non-Revenue Water
33 0% of Unauthorized Consumption -
34 0% of Customer Metering Inaccuracy -
35 0% of Firefighting Allowance -
36 0% of Water Quality and Testing -
37 0% of Flushing on Distribution Mains -
38 47.4% of Flushing on Transmission Mains 3,425
39 0% of Leakage on Distribution Mains -
40 47.4% of Leakage on Transmission Mains 94,821
41 0% of Other Authorized Unbilled -
42 Total Wholesale NRW 98,246
43 % 2.42%

(1) Estimated at 0.25% of Production

(2) Estimaled at 3%. Calculated as: (Sales / 0.97) - Sales
(3) Per Providence Water FY 2019

(4) Based on Length of Pipe

(5) Based on Pro-Forma Sales
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Schedule HJS-19: Development of Volumetric Rates

Providence Water Supply Board
Docket#

Request for General Rate Relief
Direct Testimony of Harold J. Smith
Test Year Ending June 30, 2019

Rate Years Ending June 30, 2021 through 2023

[ Units | Residential | Commercial | Industrial [ Wholesale |

Unit Cost
CTA Base $/HCF
CTA Maximum Day $/HCF/d
CTA Maximum Hour $/MHCF/d
Retail Only Base $/HCF
Retail Only Maximum Day $/HCF/d
Retail Only Maximum Hour $/HCF/d
Units
Base HCF
Maximum Day HCF/d
Maximum Hour HCF/d
Total Cost
CTA Base

CTA Maximum Day

CTA Maximum Hour

Retail Only Base

Retail Only Maximum Day

Retail Only Maximum Hour

PLUS:
Retail Service Charge Costs
Retail Fire Protection Costs
Private Fire Line Costs
Public Fire Costs

Total Rate Year Revenue Requirement

Rate Year Sales HCF

Volumetric Rate Build-Up
Base $/HCF
Maximum Day $/HCF
Maximum Hour $/HCF
Service Charge $/HCF
Retail Fire $/HCF
Private Fire $/HCF
Public Fire $/HCF
Total $/HCF
Rounded $/HCF
Revenues
cOos

Variance due to Rounding

1.14 1.14 1.14 1.14
222.32 222.32 222.32 222.32
23.67 23.67 23.67 23.67
0.32 0.32 0.32 0.32
159.66 159.66 159.66 159.66
97.38 97.38 97.38 97.38
11,027,361 5,308,238 245,846 11,461,006
12,954 7,571 228 23,037
35,958 18,644 741 13,075
$12,5905612 $ 6,063,146 $ 280,809 $ 13,090,927
$ 2,880,038 $ 1,683,272 $ 50,648 $ 5,121,600
$ 850,971 $ 441237 $ 17,528 $ 309,432
$ 3534289 $ 1,701,300 $ 78,794 $ z
$ 2068302 $ 1208843 $ 36373 $ -
$ 3501648 $ 1815641 $ 72127 $ -
$ 4522392 $ 2,296,408 $ 95367 $ -
$ 159,034 $ 80,755 $ 3,354 § -
$ 804356 $ 408441 $ 16,962 $ -
$ 320789 $ 167,462 $ 6955 $ -
$31,246,433 $15,866,506 $ 658,917 $ 18,521,958
8,396,176 4,041,665 187,186 11,362,760
$ 1921101 $ 1.921101 $1.921101 $ 1.152090
$ 0589356 $ 0.715575 $0.464892 $ 0.450736
$ 0.518405 $ 0.558403 $0.478963 $ 0.027232
$ 0538625 $ 0.568184 $0.509478 $ s
$ 0.018941 $ 0.019981 $0.017916 $ -
$ 0.095800 $ 0.101058 $0.090616 $ -
$ 0.039279 $ 0.041434 $0.037153 $ -
$ 3.721508 $ 3.925735 $3.520118 $ 1.630058
$ 3722000 $ 3.926000 $3.521000 $ 1.630059
$31,250,567 $15,867,577 $ 659,082 $ 18,521,968
$31,246,433 $15,866,506 $ 658917 $ 18,521,958
$ 4134 $ 1,071 $ 165 $ 10
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Schedule HJS-21b: Development of Hydrant Charges

Providence Water Supply Board

Docket#

Request for General Rate Relief

Direct Testimony of Harold J. Smith

Test Year Ending June 30, 2019

Rate Years Ending June 30, 2021 through 2023

Demand Costs (Hydrants Excluding Providence) $ 829,598
Hydrants (Excluding Providence) 3,318
Annual Demand Costs per Hydrant $ 250.03
Annual Direct Fire Cost per Hydrant $ 446.76
Existing Annual Cost per Hydrant $ 454.02
Total Annual Cost per Hydrant $ 696.79
Proposed Annual Charge per Hydrant $ 544.83
Rounded Annual Charge per Hydrant $ 544.83
Hydrant Revenues $ 1,807,746
Costs Allocated to Hydrant Charge
Demand $ 829,598
Direct Fire $ 1,482,354
LESS Shift to Retail Volume Charge $ (504,206)
Total Public Fire Costs (Excluding Providence) $ 1,807,746



026'955°29 § %¥6'E S11'966'%79 $ %SE'L £88'c09'09 $ %L6°LL  0£0'ZLE'LS  § anusAsy |B19y [BIOL
065'8FE'ES & %¥6E Zz0'/2e'lS 8 %hte L LI9'BSE LY 3 %LEEL Lil'viz'ey 8 anusnay ableyD awnjop |Iejey [e1o]
L5t'28 $ 0Se0 $ %00°0 L5728 ¢ 0S£0 $ %0070 L5t'z8 $ 0SE0 % 9000 Lsk'ze § SED $ 9/6'GeT eBigyaing 1980 plLyIWS 1583
g€L'99Z°ES § %¥EE 0LG'PFELS S %9 L 9ZTLLLLY § %FZEL 999'L6L'ZF  § L20'sz9'z) afiey) uondwnsuoy (ieley 2oL
L0B'FEL $ 9T6E $ %ve'E 71690L § LLLE $ %92, 280'659 $ lzge S %L Z61'e6S $ 69le $ 981'.81 |elsnpu]
TES'0BI'LL $ LLEW $ %¥6'E LELBLOLL § LTV $ %9TL L15'/98'GL $ 9Z6E $ %le'le ggg'ozo'el  § gZZ'e $ S99'LY0'Y [elpiewwogy

S08'0v8'FE $ 0SLV $ %VEE 0g5'8L5'ee $ 66T $ %9TL 195'062'LE $ ZZLE $ %.LE6 181'T745'8C & £OvE $ 9ll'96e'g |eljuapisay
sabieys uondwnsuo) |iejay

anuanay | seed  [8bBuey) % enusazy | sejey  [sbueyy 9% snuansy | seiey  [ebueyn 9, anuanay [ seley | syupn uonduassq

£20Z Ad pasodold 2202 Ad pasodold 120Z Ad pasodoid sejey bunshg
0eE'802'%L $ %8 E £60'699'eL  $ %82 L S0Z'PpLEL 8 %80°0F EL6'LB0'E $ anuangy abieyp eoinag [IElRY [BJ0L
969°ZvZZ 8 %F6'E 0854512 $ %82 °L €65'LL0E 8 %610 816 vEr L $ BEV'FE (Ajug souspinold) OSdd IIB1BY [B10L
= $ JZEFRL $ %WPEE = $ ZEELL'L $ %ol - $ EELES9'L $ %000V = $ G608L'L % - rAS
6¥.'92 § S5FLLL $ %beE T TA $ SZTLOL $ %9TL £66'EC $ 04666 $ %000F 8€L'LL $ 0vL ¢ 2 WOk
PLLLEL § vleel $ %PEE 961'9Z1L & B0'LOL £ %9Z'L 159111 $ GO9'Es9 $ %00°0F ovo've $ 6899 $ Gl w8
8€0'29L § GZ'Z8y § %ve'e 98865 § GB'E9Fr 8 %9TL ove'syl $ 9gZer  $ %000F yLE'E0L $ /680E $ 82 e
785'95 $ 9/'56€ & %vEE 9EV'¥S § 29T § %SBTL £6L'05 $ LPLlE  § %000F Z5¢'9¢ § solsL % o2 4
956'L6 $ EE£'BEL $ %rE'E 99y 88 S POVvEL £ %92L o0sp'ze $ LEPEL £ %i00ov ZL6'85 § 968 $ 55 WE
000'68F $ S¥'LS $ %be'e Ler' 0Ly $ 0S6% S %9TL oLo'sey $ GL'9v $ %Z0°0F zZsz'ele $ 96ZE $ Z6L We
6.l'zcee $ S¥le $ %VE'E 198'e2E 3 ¥902 $ %92, ¥52'80¢ $ tvZel § %E0°0F zzL'evl $ vLEl $ Z06 WS
969102 $ pog $ %Fe'E erovel $ £LL $ %9ZL €L5'081 $ 2L S %00°0% AALTA $ SIS $ 1802 wk
S69°LLL $ £C€ $ %¥6'E 1G6°0L) $ LLE $ %9ZL ¥8E'6S $ 06%€ $ %0L'0v L9L'ell $ 102 $ 08sy Wl
#Z9'EL9 $ 9e $ %te'e 850'8¥9 $ 80¢ $ %9ZL 602709 $ ¥B6'L $ %BS50¥ 96L'62F $ 8cl $ PS6'5e 8IS
(fjup asuspirold) sebieys 821A19S UCIII8)04d il |1B)ay
- g
GEQ'GO6'LL & %bB'E ZLGLIS'LL ¢ %92 L £L9ZEL0L 8 %900F 5662991 ¢ 885 'L abieyg somieg [ejo)
- § ETEEE $ %pE'E = $ 8502 $ %9Z'L & $ 68’862 $ %00°0F = § BFElLT g o= wek
£oe'el S 0F'8lig $ %FEE 9SR'El $ £8.92 $ %oZ’L 986'LL $ LL6ve $ %00°0F Las'e $ 9e'8ll $ v WGSOb
849211 $ LSEET § %bsE Zov'act $ BOGIE & %92L £90'10} $ £9002 ¢ %loov 881 '2L $ egZerl $ ¥ W8
SESHLL $ 90'e9l $ %we'E Z0e'L01 $ 18°95F & %9ZL Zy0'00lk $ 929kl & %000V LSPLL & IF¥OL % IS W3
6¥Z' 9 $ ZLOoLL $ %bEE Y Cadd $ ¥6'501 $ %92TL £8r'Ly $ LL86 £ %00°0F Leg'sZ § G50 $ 5E W
885'9/ $ EFLB $ %' Leg9'el S Liv8 $ %9ZL 959'89 $ Zres $ %lo0b 590'6Y S L09g $ &L W8
£60'92% $ LlL9g $ %¥E'E ZZ6'60Y $ L2 S %9TL G8l'z8t $ L¥'eZ S %p00¥ 0ge'zle $ 9.9 $ LGE'L 4
55E'LEE $ sell $ %¥e'e 6LL'8LE $ LA S %9ZL oLz'/lee $ 109l S %L00¥ 18L'Zle $ EVLL $ P51 WL
182676 $ egvl $ %¥6'E 09Z°ElLB $ 2% $ %9zt 99%'168 $ ocel $ %000% 061'809 $ 056 § GEes b
zoL'LoL'y  $ 9sEl $ %¥6'E L68°Zve’L $ 60°CL $ %9ZT'L 9gL'Lles’t § LZhL S %00°0% 260601 $ 508 $ g2e'll WFIE
¥eL'06L'8 $ L8l S %¥6E 9z6'628'L & 9g'LL $ %9ZT'L 6yL'9pe’L & 650 $ %BOO¥F  SOLWKE'S $ 95L $ ziLa'ls o815
sabieys aoiAleg
anuansy | sejey  [abueyD 9 anuanay | sejey  [sbuBuD % snuaney | seley  [@bueyg % anuanay | seey [  swn uopduosaq
€Z0Z Ad pasodold 220z Ad pesodoid LZ0Z Ad pasodoid sajey Bupsixg

20z uBnoiy Lzoz 'oe sunp Bujpu3 siea A ey

6102 '0€ aunr Buipug Jes isel
Unws °r pjosey Jo Auctuysa] 1ailg
jaljay ey [BiBUaD) Jo) jsanbay
T #eoog

pieog Aiddng Isiep) 8ouspinlg

sajey pasodoid :ZZ-SMH eINpayos




8¥Z'860'66 ¢ %88'¢ 68Y'E90'26 § Y%l 'L 6i7L'2E6'GE § 9%EE'BL 66L'029'2. & SaNUaAay [ejoL
opL'PeE'L $ ovL'veE't § 9pL'v9E'L § 9pL'yoe') g Senuanay snoauejsasiiy
z0s'eLZ'v6 $ £¥.L'869'06 $ £ov'L95'¥8 § gs0'9sZ'lL  § SanuaAsY ajey |BjoL
ZT'L0.'990'9% 9Z'z97'9£8's$ LSS LPr'es vZ8rS'vES'YS anusAey abieyn uoj3a8joid 8ild [930L
0E¥'GLO'ZS P09 § WPEE 06'886'LS LEVBS  § %uzL 9v.'L08' 1S £8FPS  $ %0002 8EY'005'L$ ZO0¥sk % 8le's (@ouspinoid Buipnjox3) sjuespAH
» $
LITLG0'Y %¥6E 225'/68'c % %9Z'L 908'€E9'e § %00'0Z 0LL'8zo'e $ oLl'pzo's [B101
n ¢ 108L8 & %¥6E = $ 1698, & %97 - $ zLeel § %0002 = $ evile  § - W9l
ovz'onl § Saler  § %¥e'E 802'z01 $ BLELY 5 %9TL £62'G6 $ L'l § %0002 0LY'6L § v9L9¢  § 8l W2l
009'LL § 9999c § %¥6'E ZEB'GL $ GLZSE § %9ZL 98.'G) $ B9'8ZE § %0002 gGL'el $ 90wz § + W01
156'808 $ 02892 § %¥6'E LL8'LLL $ 1Zese  § %Sl 8ez'ses $ e09gz  $§ %000Z SGE'¥09 § e£L'96L § 952 8
ZEZ'9BS'Z  $ 8LELL  § YPEE 669'/6FZ 5 BLL9L 8§ %9TL 869'8ZET 5 [B'GSL  § %000Z L85°0¥8'L $ 686ZL § &¥Z'L e
0FL'005 $ BS90L § %¥GE 6G1'L8y $ G5Z0L § %9ZTL z09'8vy $ 1968 $ %L00Z Zig'ele § L96L $ 16E ¥
LGe'0Z $ vEvZ § %PEE 6.G'61 $ 86'€Z $ %9Z°L #5281 § l£22 $ %1002 0lz'sl $ vo8l $ 89 P
14 ¢ ¢8'9l S %¥BE 88¢ $ 6191 $ %9TL zgg $ 606k $ %5002 zoe $ 15zl $ 2 AT
aiv'L $ L9FL $ %Ve'E ozv'l $ SLEL $ %YL 7Ze't $ 9zl $ %8002 €0l $ 1zok $ 6 ik
LIZ $ 95|l $ %V6'E 192 $ 2L S %9TL 6¥Z $ Le0L $ %z0'0Z L0z S o8 $ z JHIE
womhmco 8JIAlag all4 ajeAlld
anuassy | saley [2Bueyd % anuaAsy | samey [eBueys % snuanay | seey [aBueyd % anuanay | seey ] sjun uonduasag
£20Z Ad pasodoid ZZ0Z Ad pesodaid 120Z Ad pesodoid sejey bunsixg
GLR'6V9'0Z & B8SBEVT § 991'998'6L ¢ 8ELEET S 896'L25'8L $ ZZBLL'Z $ %.90Z Giv'epE'SL 96508V ¢ 66¢'8 (suojjeB uoyw Jad) sjesajoum
§18'6%9°02 %6’ 991'998'6L %92Z'L 896°L25'8L %1902 SLy'6vE'SL 09.4'29¢°LL SNuaAay B|BSIJOUM |BJOL
PEO'00E'S & 6BZELLEL § %PEE PE6'090'0  § 8GE8PLL § %9 GER'0G9'G & BS00£9L § %.90Z Y76 2897 % BG80GE°L § ¥PO99VE HOMIEAN
199°L1L $ BZELIEL § %PBE 1589789 § gseevl L § %9ZL zee'se % BG00E9'L § %.90Z 966'825 $ 858058t ¢ 009'L6E PRGNS
£08'988'L § BZELISL § %PEE G6L'GLE'L § 8GE8FLL $ W9TL viE'Z69'L  § BG00S9L $ %L9°0Z 66¥'Z0Y'L $ 8S80GE°L § 622'880'L ujozur]
GZ1L'9S8'y  § BZELI8L § UbBE 620'89L'v § 9SEBVLL § %9ZL LLP'SPr'y & BSO0EYL $ %.L9°0Z 686'CR5'C $ 8sg0se’t § Lwl'lELT funog juey
£v0'99. $ 6ZELLE'L § %bEE 046'98L ¢ 85e8vLL $ %9TL G01'L89 $ 650089t $§ %.90Z GL¥'69G $ gGe0se’t § Lzg'lEw EIIEETS]
8LG'ZLE'E § 6BZELISL § %bEE 858'98L°'c ¢ 8GE8WLL $ %9TL lZZ'VIB'T  § BGS00E9L $ %.9°0Z LOE'Zar' $ B5805e°L § ©..'Z28'L a2Uapincid 1583
GZ9'9LLZT 3 BZELIBL $ %WEE €Z6'€L9'C & 8GE8PLL $ 9TL GB9'9EY'T § BG00EYL $ %L9°0Z £CE'6L0'T $ B8S80SE°L § G¥B'PEY'L fjunog [oisig
sabieys sjesajoym
anusnay [ saley [2Bueyg % snuaney | saiey [2Bueyg % anuaney | saey [2Bueyg o anuansay | seey | ST uopdiasag

£20Z Ad pasodold

ZZ0Z Ad pasodold

LZ0Z Ad pasodold

sajey bunsixg

£Z0z UBnoyl LZ0Z ‘0c sunp Bulpu sies A ajey

6102 ‘0g aunp Bupu3 Jea ) isa)]
WS T ploseH Jo Auolwinss] 198l
Jjaljay a1y |elauan) Joj jsenbay
#12000

pieog Ajddng Jaep) 2ouspinld

sojey pasodoid :ZZ-SCH 2INpayds




Schedule HJS-23: Comparison of Revenues by Customer Class

Providence Water Supply Board

Docket #

Request for General Rate Relief
Direct Testimony of Harold J. Smith
Test Year Ending June 30, 2019

Rate Years Ending June 30, 2021 through 2023

Retall

Monthly Service Charge
East Smithfield Debt Surcharge

Periodic FPSC
Volume Charge
Residential
Commercial

Industrial

Total Retall

Wholesale
Bristol County

East Providence

Greenville
Kent County
Lincoln
Smithfield
Warwick

Total Wholesale

Fire Protection

Private Fire Protection
Public Fire Protection

Total Fire Protection

Total Rate Revenues

Miscellaneous Revenues

Total Revenues

FY 2021 FY 2022 FY 2023
Existing Proposed % Exlsting Proposed % Existing Proposed %

Rates Rates Change | Rates Rates Change | Rates Rates Changs |
$ 7,662,995 §$10,732,613 40.1% $10,732613 $11,511,512 7.3% $11511,512 § 11,965,635 3.9%
$ 82,451 $ 82,451 00% & 82451 § 82,451 0.0% § 82,451 § 82,451 0.0%
$ 1,434,918 § 2,011,593 40.2% § 2,011,593 § 2,157,580 7.3% & 2,157,580 § 2,242,696 3.9%
$28572,187 §$ 31,250,567 9.4% §31,250,567 § 33,518,520 7.3% $33518,520 § 34,840,805 3.9%
$ 13,026,286 § 15,867,577 21.8% §$15,867577 517,019,137 7.3% $17,019,137 517,690,532 3.9%
$ 593192 § 659,082 111% §$ 659,082 § 706914 73% S 706,914 3 734,801 3.9%
$51,372,030 $60,603,883 18.0% $60,603,883 §64,996115 7.2% $64996,115 $67,556,920 3.9%
$ 2,019,323 § 2,436,685 207% § 2,436,685 § 2,613,523 7.3% S 2613523 % 2,716,625 3.9%
$ 2462307 $ 2971227 20.7% $ 2,971,227 $ 3,186,858 7.3% § 3,186,858 % 3,312,578 3.9%
$§ 569415 § 687,105 207% $ 687,105 $ 736,970 7.3% S 736,970 $ 766,043 3.9%
$ 3683980 § 4445411 20.7% § 4,445411 § 4,768,029 7.3% § 4,768,029 § 4,956,125 3.9%
$ 1402409 §$§ 1,692374 207% % 1,692,374 $ 1,815,195 7.3% S 1,815,195 $ 1,886,803 3.9%
$ 528996 $ 638,332 207% % 638332 § 684,657 73% S 684657 § 711,667 3.9%
$ 4682944 § 5,650,835 20.7% §$ 5,650,835 $ 6,060,934 7.3% $ 6,060,934 $ 6,300,034 3.9%
$ 15349475 §18,521,968 20.7% $18,521,968 $ 19,866,166 7.3% $19,866,166 $ 20,649,875 3.9%
$ 3,028,110 $ 3,633,806 200% $ 3,633,806 $ 3,897,522 7.3% § 3,897,522 § 4051277 3.9%
$1,506,438 $1,807,746 200% % 1,807,746 § 1,938,940 7.3% § 1,938,940 $2,015,430 3.9%
$ 4,534548 § 5,441,552 20.0% § 5,441,552 § 5,836,462 7.3% § 5836462 § 6,066,707 3.9%
$ 71,256,053 $ 84,567,403 18.7% $ 84,567,403 $ 90,698,743 7.3% $90,698,743 §94,273,602 3.9%

S 1,364,746 S 1,364,746 $ 1364746 S 1,364,746 $ 1,364,746 § 1,364,746
$72,620,799 $85,932,149 18.3% $85,932,149 $92,063,489 71% $92,063,489 $ 95,638,248 3.9%



Schedule HJS-24: Revenue Proof

Providence Water Supply Board

Docket #

Request for General Rate Relief

Direct Testimony of Harold J. Smith

Test Year Ending June 30, 2019

Rate Years Ending June 30, 2021 through 2023

Net Operations & Maintenance Expense

Capital Expense
City Services Expense
Property Taxes Expense

Total Expenses Allocated
plus: Net Operating Revenue
Net Revenue Requirement

Retalil
Monthly Service Charge

East Smithfield Debt Surcharge

Retail FPSC
Volume Charge
Residential
Commercial

Industrial

Total Retail

Wholesale
Bristol County
East Providence
Greenville
Kent County
Lincoln
Smithfield
Warwick

Total Wholesale
Fire Protection
Private Fire Protection
Public Fire Protection
Total Fire Protection
Total Rate Revenues
Miscellaneous Revenues

Total Revenues

Variance Due to Rounding

FY 2021 FY 2022 FY 2023
$ 40,744,029 $ 41,699,091 $ 42 885,865
$ 34,317,000 $ 39,067,000 $ 41,067,000
$ 1,490,693 §$ 1,490,603 $ 1,490,693
$ 7.629,145 § 7934311 % 8,251,684
$ 84,180,867 % 90,191,096 $ 93,695,242
$ 1,656,322 $ 1,776,527 $ 1,846,610
$ 85,837,190 §$ 91,967,623 $ 95,541,852
$ 10,732,613 $ 11,511,512 § 11,965,635
$ 82,451 § 82,451 % 82,451
$ 2,011,593 $ 2,157,580 % 2,242 696
$ 31,250,567 $ 33,518,520 $ 34,840,805
3 15,867,577 $ 17,019,137 & 17,690,532
3 659,082 $ 706914 % 734,801
3 60,603,883 S 64,996,115 § 67,556,920
3 2,436,685 $ 2,613,523 % 2,716,625
$ 2,971,227 § 3,186,858 $ 3,312,578
$ 687,105 % 736,970 % 766,043
$ 4445411 % 4,768,029 % 4,956,125
$ 1,692,374 % 1,815,195 $ 1,886,803
$ 638,332 % 684,657 % 711,667
$ 5650835 § 6,060,934 $ 6,300,034
$ 18,521,968 % 10,866,166 $ 20,649,875
3 3,633,806 $ 3,897,522 % 4,051,277
3 1,807,746 $ 1,938,940 $2,015,430
3 5,441,552 % 5,836,462 § 6,068,707
$ 84,567,403 § 90,698,743 $ 94,273,502
$ 1,364,746 $ 1,364,746 S 1,364,746
$ 85,932149 $ 92,063,489 $ 95,638,248
$ 12,507 $ 13415 $ 13,944
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