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1. Call to Order

Noting that a quorum was present Finance Committee Chairman Robert Andrade called the 
December 17, 2008 Joint Long Range Planning/Finance Committee Meeting to order at 10:40 a.m.   

2. Approval of Minutes – October 22, 2008 Joint LRP/Finance Committee

Chairman Andrade asked for a motion to approve the minutes of the October 22, 2008 Joint Long 
Range Planning/Finance Committee meeting as written.  Commissioner Farnum moved to approve the 
minutes of the October 22, 2008 Joint Long Range Planning/Finance Committee as written.  
Commissioner Salvadore seconded the motion.  The vote taken by the Joint LRP/Finance Committee was 
unanimous.  The motion carries.

3. Items for Action

A. Review of Monthly Financial Statements and Expenditures

Ms. Giebink reviewed the November 2008 monthly financial report. With respect to Budget vs. Actual, 
we are approximately 41.7 percent of the way through the fiscal year and we are spending under budget at 
39.3 percent. With respect to positions, 96 percent of the budgeted positions are filled. Page 2 of the 
report reflects the user fee billing report. The first two quarters have been billed at approximately 45 
percent of what we had projected for the year which would have been 50 percent. In terms of the 
receivables the collections are going well, you can see under Item B that collections remain strong and we 
are holding steady in terms of the amount outstanding 31 to 90 days as compared to last year.

On Page 3 cash and investments total $ 49.9 million and the investments are detailed under item B.  On 
Page 4 there is good news with respect to the variable debt pricing. As previously discussed, the variable 
rate demand bonds were refunded in July and then shortly thereafter there was considerable volatility in 
the market.  This had adversely impacted the rates for a short period of time but we are now pricing at less 
than half a percent on $ 66.6 million dollars which is great.   

Outstanding debt is at $ 420 million. Page 5 the available Capital Funds are $ 30.7 million. Page 6 the 
Capital Payments are shown by month and source. 

Ms. Giebink noted the attachments to the Monthly Financial Report include the Statement of Net Assets, 
the Statement of Revenues, Expenses and Changes in Net Assets as well as the detailed Budget vs. 
Actual. 

Commissioner Mesolella asked Ms. Giebink if she was noticing any kind of a trend with respect to aging 
of receivables and consumption.
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Ms. Giebink stated that the schedule on Page 2, Item B shows that the aging is fairly consistent with the 
prior year even though we have had adverse economic impacts. We are still seeing collections remaining 
strong even though there have been a large number of foreclosures.  Of the accounts selected for the lien 
sale that was held last month, 97% were foreclosed and bank held properties and every property was sold. 
We have also accelerated the water shutoff program and the customer service representatives have been 
holding after hours collection calls nights, both of which have been very effective.

With regard to consumption Ms. Giebink stated that she has more information which she will be 
discussing as part of the rate filing Resolution.

With no further questions from the Commissioners this concluded Ms. Giebink’s report. 

B.     Consideration of Purchase Requisition

Mr. Marshall stated that there were no purchase requisitions requiring approval of the Committee
however there were several that exceed the $ 10,000 amount and are part of the Budget that is reported to 
the Commissioners each month.  The Commissioners have also received a listing of budget transfers that 
have occurred for the months of October and November 08 and Mr. Marshall noted there no transfers that 
change the bottom line on the budget and are submitted for reporting purposes.

C.     Consideration of Personnel Actions

None.

D. Review and Approval of Resolution 2008:36, Authorization to File for Rate Relief
With the Rhode Island Public Utilities Commission (PUC)

Ms. Giebink advised the Commissioners that they have before them a Memorandum dated December 10, 
2008.

On July 1, 2008 NBC implemented a rate increase of 11.24 percent.  That rate relief was to address a 
decline in the consumption rate base as well as to address needs for operation & maintenance as well as
debt service and debt service coverage.  NBC was hoping that it would not have to file for additional rate 
relief this upcoming fiscal year however there are at least three issues that are requiring us to file for rate 
relief.  The first is the revenue shortfall and this is the issue that the Chairman raised.  We are continuing 
to see a decline in consumption and we are also facing billing lag and composite rate issues.  NBC is 
considering the implementation of monthly billing to help alleviate some of these issues. There are also 
increases in operation and maintenance costs.  

First of all, with respect to the revenue shortfall, over the last several years we have experienced a 
shortfall in consumption. The first two quarters of this fiscal year we have actually seen a more significant 
decline in consumption than any of the prior years and we feel that it needs to be addressed.  Ms. Giebink 
directed the Commissioners attention to a chart showing the decline in the billed consumption.  She noted 
that consumption has been steadily declining since 2005 with the exception of 2008 when there was a 
slight upward trend for residential. Projections are that the decline will continue in 2009 and in 2010. Ms.
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Giebink mentioned that NBC received notice that one of NBC’s largest industrial customers has ceased 
operations in October of this past year. This will reduce NBC’s industrial revenues by approximately 
$125,000 on consumption and it will also eliminate BOD and TSS surcharges or reduce them down to a 
level of about $50,000 per year.   It is anticipated based upon the experience of the first two quarterly 
billings that the revenue shortfall related to consumption will be at least $3 million dollars this year.  The 
other issue that we face is what we call “composite rates” and that is because NBC bills in arrears.  
Anytime NBC has a rate increase effective on July 1st we don’t actually bill consumption until sometime 
after that consumption occurs so we have a built-in lag. In addition, we experience a revenue shortfall 
resulting from the billing lag. From an accounting standpoint we have to book the revenues when there 
earned although we might not bill them until some point in the future. This billing lag will result in a 
revenue shortfall if there is a rate increase in any given year. NBC estimates that the billing lag this year 
will be approximately $ 1.7 million dollars.

Ms. Giebink reviewed with the Commissioners a table that shows the impact of NBC’s revenue shortfall 
since 2005.  She noted that the 2008 PUC Approved User Fee level was $68 million and the Actual User 
Fees were $ 64.5 million based on GAAP. The Actual vs. PUC Approved revenue is $ 3.5 million dollars 
short from an accounting perspective.  In terms of cash receipts, we are further short because if you don’t 
bill the revenue you can’t collect the revenue.  On the Cash vs. PUC Approved basis we were $ 4.7
million dollars short. NBC has been short every year since 2005.  

Ms. Giebink stated NBC has been able to withstand the revenue shortfalls and finish with an operating 
surplus and a budgetary surplus because NBC’s rates are designed to generate 125 percent of annual 
principal and interest and therefore we should finish each fiscal year with an operating surplus. She noted, 
however, that the actual surpluses have been considerably lower than the authorized level and this has an 
adverse impact on our debt service coverage. She referred to a table that shows coverage has declined 
from a high of 2.11 in fiscal year 2003 to a level last year of 1.27 which is really barely meeting the 
coverage requirement of 125.  She mentioned that if we had spent our operating budget at the level 
approved by the PUC we would have not met our coverage requirement.  She stated that the operating 
surplus is designed to generate a restricted carry-forward. The PUC has designated over time use of the 
carry-forward to pay for operating capital, the newly implemented operating reserve for revenue stability 
fund and pay as you go capital. The cumulative shortfall over the past three years has actually reduced the
amount of restricted carry-forward available. Ms. Giebink referred to a chart that showed on a cumulative 
basis over fiscal years 2006 through 2008.  She noted that the PUC authorized a restricted carry-forward 
of approximately $28.5 million, on a rate making basis NBC was around $ 21 million and from an actual 
cash basis was $15 million dollars which is significantly less.

She advised that PUC authorized rate increases since July 1, 2006, should now be generating $ 1 million 
dollars more per month or $ 11.7 million dollars per year. Instead, however,the Revenue Fund cash 
balance is actually declining and has decreased from $ 7 million to $ 5.8 million.  Overall, NBC’s cash 
position is deteriorating. In order to address the cash issue we feel it is imperative that we file to address 
the consumption rate base issue and, one of the other mechanisms that we think will be effective to 
address this is the conversion to monthly billing.

We are proposing, and what we’ve incorporated in the rate filing currently developing, is a continued 
decline in the consumption rate base through fiscal year 2010.  We also are proposing going from a 
quarterly to a monthly billing cycle.  The new customer service software that has been implemented does 
have the capability to allow us to estimate the consumption on a monthly basis and when NBC receives 
the actual meter reading from the various water suppliers we will true-it-up. We believe that this will be 
advantageous for customers to receive relatively small regular monthly bills as opposed to receiving 
larger quarterly bills. To bill on a monthly basis it would cost approximately $387,000 or less than $0.41 
per account per month.
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Ms. Giebink passed out some information to the Commissioners regarding the conversion to monthly 
billing.

Harold Gadon asked if the reduction in consumption would transfer to any reduction in expenses. Ms. 
Giebink stated that it would not. 

After a brief discussion regarding monthly billing Ms. Giebink pointed out that NBC is required in 
accordance with its Trust Indenture to make monthly deposits into various accounts and that becomes 
difficult when we have these troughs in cash.  We have to deposit 1/6 of interest and 1/12 of principal 
monthly and debt service is a huge component of our annual expense so that becomes more challenging.
On a twelve month moving average, the Revenue Fund cash balance vs. the required monthly deposits 
shows that our required monthly deposits are now higher than the Revenue Fund balance on a 12-month 
moving average basis and that is not sustainable. 

Ms. Giebink stated that with respect to operation and maintenance expenses, we are projecting that the
O&M in the rate year 2010 will be $ 3.5 million dollars higher than the currently approved rate year 
which is fiscal year 2009.  The 2010 rate year includes approximately $ 240,000 for four new positions, 
projected increased costs for operating the new CSO Phase One Facilities, monthly billing, higher 
electricity and chemical costs and an increase in operating reserve to prior year levels.  With respect to 
personnel it would include contracted cost increases for the union personnel, and similar increases for the 
non-union personnel, health insurance increases net of the adjustments to the co-payments required on 
insurance.  It also includes increases in workmen’s compensation old claims, unemployment claims as 
well as union pension and union retirement health coverage. 

Commissioner Andrade stated that the Resolution talks about an effective date of July 1, 2009. He asked 
if it was possible that the PUC would approve the rate request and have it become effective by this date.  
Ms. Giebink advised that typically the PUC takes seven months to review a rate filing and that would 
have required us to file by December 1st but since we will not make the December 1st date, we will still 
request that it become effective on July 1.

The overall rate impact at this point in the filing preparation, it is estimated that more than half of the rate 
adjustment is required to address the rate base and the balance is to support operations and maintenance.  
It is estimated that $5.5 million is needed to address the consumption issue as well as a one- time 
adjustment of $330,000 ordered by the PUC, to transfer money from the special master account to fund 
operations. The increase in the rate year revenue requirement above Docket 3905 is $ 3.5 million or 4.7%,
but the increase in user fees is projected currently at 13.23%.  The figures will continue to be refined over 
the next week and we anticipate that the rate increase will not exceed 15%.

She noted that she had prepared additional information regarding the request for new positions. She noted
that with everything going on in the economy it is a difficult time to ask for new positions but NBC has
seen a very significant increase in workloads and permit requirements. Based upon some preliminary 
calculations, if these positions were not to be included in this request, it would reduce the impact on the 
residential ratepayer by about $1 to $1.50 per year. Ms. Giebink stated that with respect to Policy, 
Planning and Regulation, starting in 2005, NBC has been mandated to increase the number of samples
collected and increase the parameters analyzed by 65 percent. In addition, NBC must perform bacteria 
monitoring and highly specialized procedures.The number of staff in the Laboratory has not increased 
with the added work load and the highly specialized procedures that are required have adversely effected 
staffing. NBC’s permit requires that bacteria samples must be taken and analyzed within 6 hours of a wet 
weather event, regardless if it’s a weekend.  For example if a staff person is working on Saturday they 
must stay until the analysis is completed or there is a risk of violating NBC’s permit.  This has resulted in 
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the Lab Technicians working numerous 12 day shifts with no time off including weekends. So far this 
calendar year four Lab Techs had to work 12 consecutive days on 39 different occasions and this has 
exacerbated the staffing problems. In the last three calendar years, 9 Lab Technicians have terminated 
their positions resulting in annual turnover rates of 50 percent, 75 percent and 100 percent. The Lab 
Technician positions are critical to NBC maintaining compliance with the RIPDES and DOH permits.  
NBC would like to hire two additional Lab Technicians in order to meet the significantly increased work
load and comply with regulatory requirements. The addition of these two positions would reduce the 
number of parameters analyzed per FTE from 6,700 to 5,900 and enable us to hopefully eliminate 
mandatory overtime.

We are also requesting two additional positions within the Administration and Finance Division in the 
Customer Service Section.  Customer Service is responsible for the accurate and timely billing of more 
than 80,000 customers. We would like to add a field investigator position primarily to support monthly 
billing and a customer service representative position to support collection activity.  The customer calls 
and field investigations have increased significantly over time, 140 percent and 254 percent respectively. 
There has also been increased collection activity in terms of collection calls and water shut-offs. We 
anticipate that we will be placing approximately 18,000 collection calls this fiscal year. The new customer 
service application allows us to aggressively manage our collection activity and enables us to conduct 
water shutoffs almost year round. There has been an increase in water termination activity of more than 
400% since fiscal year 2004.  Although the collection and water shutoff process is very labor intensive the 
water shutoff program has been very effective. The amount collected on water shutoffs since 2004 has 
increased from $750,000 to over $ 5.3 million.

Commissioner Worrell had questions regarding the handling of delinquencies on foreclosed and bank 
owned properties and if would be in NBC’s best interest to establish communications with the mortgage 
holders so we can do it on a wholesale basis instead of dealing with each individual property.

Mr. Marshall advised that Ms. Bissonette could shed some light on this matter as she is in charge of the 
lien sale. 

Ms. Bissonette stated that of all the accounts that NBC selected for the most recent lien sale, 97% were 
foreclosed properties. NBC has developed relationships with the banks and financial institutions and has
contact with them on a regular basis. Approximately 70% percent of selected accounts were paid prior to 
going to lien sale.  

Commissioner DiChiro motioned to approve Resolution 2008:36, Authorization to File for Rate Relief 
with the Rhode Island Public Utilities Commission (PUC). Commissioner Salvadore seconded the
motion. The vote taken by the Joint LRP/Finance Committee was unanimous.  The motion carries.

E. Review and Approval of Resolution 2008:37, Authority to Borrow an Amount Not to 
Exceed $ 15,000,000 From the Rhode Island Clean Water Finance Agency and Issue an 
Amount not to Exceed $ 15,000,000 in Revenue Bonds

Ms. Giebink stated that this is the standard Resolution that will authorize the Narragansett Bay 
Commission to borrow from the RI Clean Water Finance Agency.  The RI Clean Water Finance Agency
currently estimates the amount that they will have available to loan to us will be $ 15,000,000. NBC’s
current rates are sufficient to support this borrowing.

Commission Farnum motioned to approved Resolution 2008:36, Authority to Borrow an Amount Not to 
Exceed $ 15,000,000 From the Rhode Island Clean Water Finance Agency and Issue an Amount not to 
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Exceed $ 15,000,000 in Revenue Bonds. Commissioner Thompson seconded the motion and the vote 
taken by the Joint LRP/Finance Committee was unanimous.  The motion carries.

F. Review and Approval of Resolution 2008:38, Recommendation for Use of 
Environmental Enforcement Funds

Commissioner Salvadore stated that Resolution 2008:38, Recommendation for Use of Environmental 
Enforcement Funds has to do with the passing of our former Commissioner and friend Richard M. Oster.  
He was a valued member of the Board of Commissioners of the Narragansett Bay Commission and the 
Board is saddened by his untimely passing and would like to pay tribute to him and his service to the 
Narragansett Bay Commission.

Richard M. Oster was a strong supporter of Miriam Hospital during his lifetime.  

In accordance with Title 46, Chapter 25-38.1 of the RIGL the Narragansett Bay Commission has 
established the Environmental Enforcement Fund.   The Narragansett Bay Commission recommends 
awarding a $ 1,000 grant from the Environmental Fund to the Miriam Hospital in memory of Richard M. 
Oster for a project that falls within the Environmental Fund guidelines.  At present there are adequate 
monies available in the Environmental Enforcement Funds.

Commissioner Salvadore motioned to approve Resolution 2008:38, Recommendation for Use of 
Environmental Enforcement Funds, the entire Committee seconded the motion. The vote taken by the 
Joint LRP/Finance Committee was unanimous.  The motion carries.

4. Other Business 

None.

5. Adjournment

A motion to adjourn was made by Commissioner Macqueen, seconded by Commissioner Salvadore and 
the Joint Long Range Planning-Finance Committee meeting adjourned at 11:44 a.m.

Respectfully submitted,

Raymond J. Marshall, P.E.
Executive Director/Secretary

 


