








1 of 4 

NARRAGANSETT BAY COMMISSION 1 

 2 

PRE-FILED DIRECT TESTIMONY 3 

OF KAREN L. GIEBINK 4 

 5 

Q. Please state your name and address. 6 

A. Karen L. Giebink.  My business address is the Narragansett Bay Commission, 7 

One Service Road, Providence, Rhode Island 02905. 8 

 9 

Q. For whom are you employed and what is your position? 10 

A. I am employed by the Narragansett Bay Commission (NBC) as its Director of 11 

Administration and Finance. 12 

 13 

Q. For how long have you been so employed? 14 

A. I have been employed in this position since April 1997.  I began my employment 15 

with the NBC in 1989 and have held the positions of Policy Associate and Senior 16 

Environmental Planner.  The three years prior to my employment with the NBC I 17 

worked as an analyst for the City of San Diego Water Utilities Department.   18 

 19 

Q. Have you previously testified before the Division of Public Utilities and 20 

Carriers (Division)? 21 

A. Yes.  I provided testimony in certain previous NBC requests for approval to enter 22 

into long-term debt.  I have also provided testimony in dockets 1968, 2216 and 23 

3651 before the Public Utilities Commission (PUC). 24 

 25 

Q. What is the purpose of your testimony? 26 

A. To provide supplemental information regarding NBC’s request to issue revenue 27 

bonds in an amount not to exceed $43,000,000. 28 
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Q. What is the NBC requesting from the Division? 1 

A. The NBC is requesting Division approval to enter into long-term debt and issue 2 

revenue bonds in an amount not exceed $43 million at an interest rate not to 3 

exceed 5.25%.  4 

 5 

Q. Can you describe this revenue bond issue? 6 

A. The proposed long term financing is a fixed rate open market revenue bond in a 7 

par amount of $42.520 million that is to be amortized over 30 years. 8 

  9 

Q. What will be funded with the bond issue proceeds? 10 

A. In accordance with the authorizing resolution passed by NBC’s Board of 11 

Commissioners at its October 18, 2006 meeting the bond issue proceeds may be 12 

used for financing the acquisition, design, evaluation, inspection, construction, 13 

improvement, cleaning, installation, rehabilitation, furnishing and equipping of : 14 

(i) the Phase I Combined Sewer Overflow (CSO) Facilities, (ii) the Phase II CSO 15 

Facilities (iii) the Demolition of Field's Point Incinerating Facility, (iv) the Field's 16 

Point Wastewater Treatment Facility Nitrogen Removal Facilities, (v) Bucklin 17 

Point Biogas Microturbines (vi) Field’s Point Wind Turbines (vii) a Site Specific 18 

Study for the Metals Compliance Plan, (viii) Water Quality Monitoring, (ix) the 19 

River Model Development, (x) the Asset Management System, (xi) the 20 

Improvements to Air Piping and Splitter Box D, (xii) the Upgrade of the Field’s 21 

Point Operations Building and other miscellaneous improvements at various 22 

locations, (xiii) the Bucklin Point Wastewater Treatment Facility Nitrogen 23 

Removal (xiv) the Bucklin Point Wastewater Treatment Facilities Improvements 24 

(xv) the Capital Management Operations and Management (CMOM) Plan 25 

Development, (xvi) a System-Wide Facilities Plan, (xvii) the Washington 26 

Highway, Omega and Central Ave. Pump Stations, (xviii) the Geographic 27 

Information System (GIS) Implementation, (xix) the Lab Building Heating, 28 

Ventilating and Air Conditioning Repairs, (xx) the Floatables Control Facilities, 29 

and (xxi) Commission Interceptors (hereinafter referred to as the "Projects"); In 30 

addition, proceeds will be used to pay RICWFA fees and bond issuance costs. 31 



3 of 4 

 1 

Q. Has the Division previously approved a similar revenue bond issue? 2 

A. Yes.  In Division Docket D-05-22, a similarly structured revenue bond issue for a 3 

par amount of $45 million was approved by the Division.  NBC priced the bonds 4 

on July 19, 2005 and held the closing on August 4, 2005.  5 

  6 

Q. Has the NBC completed all of the steps necessary to issue the revenue bonds? 7 

A. NBC’s Board of Commissioners authorized the revenue bond issuance by 8 

resolution passed at its October 18, 2006 Board meeting (Exhibit KG-1).  The rate 9 

relief required to support the debt was authorized by the Public Utilities 10 

Commission in a bench decision issued on November 17, 2006.   NBC staff is in 11 

the process of updating its official statement prior to the issuance.  In addition a 12 

credit review with Standard and Poor’s will be scheduled shortly.  NBC’s A+ 13 

credit rating was reaffirmed by Standard and Poor’s as part of the review for the 14 

pending loan from the RICWFA (see Exhibit KG-2) however a separate credit 15 

review is required for this issue. 16 

 17 

Q. Do NBC’s current rates generate sufficient revenue to fund the debt service 18 

associated with this loan? 19 

A. Yes.  In a bench decision on November 17, 2006, the PUC approved a cost of 20 

service for the NBC that includes an annual debt service and debt service 21 

coverage allowance of $ 38,540,156.  In order to demonstrate that NBC has 22 

sufficient revenues to fund the debt service and debt service coverage we have 23 

included debt service coverage schedules that reflect the proposed structure of the 24 

issue with principal retirement beginning in the fiscal year ending 6/30/2028 (see 25 

Exhibit KG-3).  The Exhibit clearly shows that there is sufficient capacity to 26 

finance the additional debt service and maintain the coverage requirements.   27 

 28 

Q. When does NBC need a decision from the Division regarding this loan? 29 

A. Our underwriter must provide the institutional investors that typically purchase 30 

these types of bonds with information about NBC in advance of the sale in order 31 

to effectively market the bonds and enable NBC to achieve the lowest rate.  32 



4 of 4 

Division approval is needed prior to the distribution of the Preliminary Official 1 

Statement required for discussions with purchasers which are scheduled to begin 2 

the last week of December.  As a result Division approval is needed by December 3 

31, 2006.  Pricing is scheduled for January 15, 2007 and the closing is scheduled 4 

for the week of January 29, 2007. Final debt service schedules will be forwarded 5 

to the Division as soon as they are available. 6 

 7 

Q. Does this conclude your pre-filed testimony? 8 

A. Yes. 9 

 10 
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NARRAGANSETT BAY COMMISSION 1 

 2 

PRE-FILED DIRECT TESTIMONY 3 

OF MAUREEN GURGHIGIAN 4 

 5 

 6 

Q. Please state your name. 7 

A. My name is Maureen E. Gurghigian, Managing Director with First Southwest 8 

Company. 9 

 10 

Q. Could you please describe your educational and employment background? 11 

A. I hold a masters degree in business administration from the University of Rhode 12 

Island.   Prior to joining First Southwest on June 8, 2001, I worked for 16 years at 13 

Fleet Bank and/or Fleet Securities, all in municipal finance.  From 1993 through 14 

2000, I served as Manager of the New England Investment Banking Group of 15 

Fleet Securities, Inc.  Prior to joining Fleet, I spent 8 years in Rhode Island State 16 

government, including four years as Director of the Governor’s Policy Office 17 

under then Governor J. Joseph Garrahy.   18 

 19 

Among other duties, I provide financial advisory services to issuers of municipal 20 

debt, primarily in the State of Rhode Island.  Annually, I am involved in more that 21 

20 publicly offered bond issues.  In addition, I have supervisory responsibility for 22 

First Southwest’s involvement with borrowings by the State of Rhode Island, 23 

numerous public agencies and 30 Rhode Island municipalities.  Our office assists 24 

clients with the origination of more than $800 million in public financing issues 25 

each year.   26 

 27 

Q. Can you describe the organization of First Southwest Company and the types 28 

of services that it provides? 29 

A. During the past 60 years, First Southwest Company has served as financial 30 

advisor to many issuers such as schools, cities, airports, hospitals, sports 31 
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complexes, water and wastewater authorities and districts and toll roads.  1 

Currently the firm serves more than 2,000 municipalities and agencies, including 2 

more than 400 in New England.  Last year, the firm was involved in the issuance 3 

of more than $46 billion in securities on behalf of our clients, including nearly 4 

$18 billion as financial advisor. 5 

 6 

Q. Do you hold any special licenses or certifications? 7 

A. I am a registered Municipal Principal with the Municipal Securities Rulemaking 8 

Board and hold the Series 52, 53 and 63 licenses. 9 

 10 

Q. Have you testified previously before the Rhode Island Public Utilities 11 

Commission (RIPUC)? 12 

A. Yes. I have provided testimony before the RIPUC and/or the Division of Public 13 

Utilities and Carriers on matters relating to the Pawtucket Water Supply Board, 14 

the Providence Water Supply Board, the Kent County Water Authority and the 15 

Narragansett Bay Commission (NBC). 16 

 17 

Q. What is your relationship with the NBC? 18 

A. I have served as financial advisor to the NBC for the past 17 years.  I began 19 

providing financial advisory services to NBC in 1989 while working for Fleet 20 

Bank.  In my capacity as NBC’s financial advisor, I have assisted the NBC with a 21 

number of long-term borrowings from the Rhode Island Clean Water Finance 22 

Agency (RICWFA), several short-term borrowings, the $70 million Variable Rate 23 

Demand Bonds issued in April 2004 and the $45 million Open Market Revenue 24 

Bond Issue in August 2005.  My services have included the facilitation of the 25 

credit rating process, loan structuring and other functions.   26 

 27 

Q. What is the purpose of your testimony? 28 

The NBC requested that I provide additional information regarding their request 29 

to issue revenue bonds in an amount not to exceed $43,000,000 and to specifically 30 
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address interest rates, principal repayment and why this type of capital financing 1 

is the preferred alternative. 2 

 3 

Q. What has been your involvement with the development of this proposed 4 

revenue bond issue? 5 

A. As part of my testimony in recent Division Docket D-06-63 I provided an update 6 

on NBC’s proposed borrowing plan.  In that testimony I stated that NBC’s lowest 7 

cost form of financing its capital program is through subsidized low interest loans 8 

from the RICWFA.  NBC’s financing strategy maximizes the use of the RICWFA 9 

loans, however, the loan capacity is limited and is not sufficient to meet all of 10 

NBC’s needs.  Accordingly, NBC’s financing strategy incorporates the issuance 11 

of open market revenue bonds to finance the “gap” between NBC needs and 12 

RICWFA capacity.  To date, NBC has issued $70 million in Variable Rate 13 

Demand Obligations as well as $45 million in revenue bonds.   14 

 15 

First Southwest has worked closely with staff from NBC to develop and maintain 16 

a long-term finance model that takes into consideration NBC’s capital sources and 17 

uses.  The model was recently updated and included as supporting information as 18 

part of NBC’s Compliance Filing for Debt Service in PUC Docket 3775.  Based 19 

upon the updated model, projected borrowing needs in fiscal years 2007 and 2008 20 

total approximately $84.520 million.  21 

 22 

FY 2007 FY 2008 Total

Revenue Bonds (RICWFA) 30,000$        12,000$        42,000$        
Revenue Bonds 42,520          -                42,520          -              
Total 72,520$       12,000$       84,520$        23 

 24 

RICWFA has indicated that it has the capacity to loan NBC $30 million in fiscal 25 

year 2007 and $12 million in fiscal year 2008.  NBC must finance the $42.520 26 

million “gap” through the issuance of open market revenue bonds.  Although the 27 

gap actually occurs over two fiscal years, NBC can achieve considerable cost 28 
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savings through a single issue as well as take advantage of a favorable interest 1 

environment.   2 

 3 

Q. Will the NBC maximize its use of RICWFA funding this year? 4 

A. Yes.  The NBC recently applied for and received approval from the Division of 5 

Public Utilities and Carriers in Docket D-06-63 to execute a $30 million loan 6 

from the RICWFA.  NBC anticipates closing the loan on December 13, 2006. 7 

 8 

Q. Would you please address the structure and interest rate assumptions of this 9 

borrowing? 10 

A. Based upon the model, an assessment of market conditions and a review of 11 

NBC’s debt policy, it was determined that it would be in NBC’s best interest to 12 

issue the total projected open market revenue bond needs for fiscal years 2007 13 

and 2008 in a par amount of $42.520 million.   It is further recommended that the 14 

bonds be issued at a fixed rate and are amortized over 30 years. The rationale for 15 

this decision is as follows: 16 

 17 

1)  Long-term debt is preferred over short-term note borrowings in 18 

anticipation of future RICWFA loan since it is unlikely that the RICWFA’s 19 

capacity will increase to “take-out” the temporary financing. 20 

2)  The bond yield curve is relatively flat, which means that an issuer is 21 

likely to achieve favorable pricing on a long-term issue.  Recent experience with 22 

other Rhode Island issuers shows a spread between long-term and short-term note 23 

rates of less than 100 basis points.  We project that NBC’s issue will have an 24 

average interest rate below 4.75%.  Further, the interest rate spread between a 20-25 

year bond and a 30-year bond is minimal, yet it gives NBC the flexibility to 26 

structure or “wrap” the debt around loans from the RICWFA that have a 27 

maximum term of 20 years. 28 

3) In order to limit interest rate exposure and be consistent with the 29 

recommendation of credit rating agencies, NBC’s debt policy limits the amount of 30 

outstanding long-term maturity variable rate bonds to 25% of the total long-term 31 
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fixed rate debt.  As of October 30, 2006, NBC’s outstanding debt is $363.7 1 

million of which $68.6 million or 19% is variable.  Although NBC could 2 

potentially issue this debt in variable rate mode, we are more comfortable keeping 3 

NBC’s variable rate exposure at current levels while taking advantage of 4 

favorable long-term rates. 5 

4) A single revenue bond issue will enable NBC to take advantage of 6 

economies of scale and result in savings associated with the cost of issuance since 7 

NBC will incur costs for one issue instead of two. 8 

 9 

Q. Why is this request for an amount not to exceed of $43,000,000? 10 

A. It is anticipated that the par amount of the bonds issued will be approximately 11 

$42.520 million including cost of issuance.  A not to exceed amount gives NBC 12 

some flexibility to fund its project fund while accommodating any slight 13 

variations in cost of issuance.  14 

 15 

Q. What interest rate assumptions have been used for this revenue bond 16 

issuance? 17 

A. The debt service schedules used for the coverage calculation are based upon an 18 

interest rate of 5.25%.  This is a conservative rate that reflects current market 19 

conditions plus 50 basis points.   20 

 21 

Q. Does this conclude your pre-filed testimony? 22 

A. Yes. 23 










