TuE CiTy oF NEWPORT, RHODE ISLAND - AMERICA’S FIRST RESORT
DEPARTMENT OF UTILITIES

January 29, 2024

William Fazioli, Executive Director
Rhode Island Infrastructure Bank

235 Promenade Street, Suite 119

Providence, Rl 02908

Amy Parmenter, Chief Administrator
Drinking Water Quality

Rhode Island Department of Health
Three Capitol Hill

Providence, Rhode Island 02908

Subject: Request for Support for Reform in Access to Funding for Rl Lead Service Line
Replacement Programs

Dear Mr. Fazioli and Ms. Parmenter,

As you know, the recently amended State of Rhode Island Lead Poisoning Prevention Act requires
that all lead service lines, both publicly and privately owned, be removed within ten years.

The City of Newport, Department of Utilities Water Division (NWD) is currently completing its
initial inventory, and our preliminary estimates indicate that NWD's water system may have as
many as 4,500 service lines that would require replacement, with the majority consisting of
private side services. While NWD fully supports and recognizes the importance of removing lead
from its system, and we are thoroughly committed to abiding by all state and federal regulations,
we believe the impact of paying for these replacements would be overly burdensome if borne
solely by our customers, and will invariably serve to delay other critical resiliency and water
quality improvement projects for years to come.

To be clear, NWD’s long-term Maximum Contaminant Level Goal (MCLG) is zero for lead, and we
are fully committed to achieving that standard. As you know, we’ve made significant investments
in our water system over the last two decades and are proud to be in compliance with the Safe
Drinking Water Act thanks in large part to what is one of the most advanced water treatment
facilities in the Northeast. We can report that these investments are paying off and can be seen
as a testament to our dedication to providing the cleanest and healthiest drinking water possible.
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As an example, the EPA’s action level for lead in drinking water is currently set at 15 pg/L; but I'm
happy to report that today all of NWD’s samples fall under even the EPA’s proposed level of 10

ue/L.

When developing and implementing a lead service line replacement program, it's crucial to
ensure that the process does not cause any water quality issues. Therefore, the program can’t be
focused entirely on regulatory compliance but needs to be holistic with public awareness and
communication and simultaneous compliance with all regulations. The prevalence of unlined cast
iron water mains with associated lead service lines is an example of this challenge. Attempting to
just replace lead service lines would disturb the tuberculated water main and increase the overall
risk to the system. Such issues increase the overall cost for the program as detailed below.

FuLL LSL REPLACEMENT PROGRAM COST ESTIMATE
INCLUSIVE OF 6-IN AND 8-IN UNLINED CAST IRON WATER MAIN REPLACEMENT

Replacement % Replacement Low

Year
2% $2,570,000 $2,329,000 $2,087,000
6% $6,263,000 $5,636,000 $5,113,000
8% $8,147,000 $7,468,000 $6,788,000
12% $12,111,000 $11,121,000 $10,130,000
12% $12,464,000 $11,445,000 $10,426,000
12% $11,854,000 $10,928,000 $10,002,000
12% $12,204,000 $11,251,000 10,297,000
12% $12,565,000 $11,583,000 $10,602,000
12% $12,936,000 $11,926,000 $10,916,000
12% $13,318,000 $12,278,000 $11,239,000
100% $104,432,000  $95,965,000 $87,600,000

In light of our demonstrable commitment and track record to providing safe and clean drinking
water for all of our customers, we are asking for the support of the Rhode Island Infrastructure
Bank (RIIB) and Rhode Island Department of Health (RIDOH) in the following ways:
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e First, to secure principal forgiveness funding for the NWD system as it relates to lead
service line replacement in order to reduce the burden on Newport system customers
and enable immediate funding for full replacements, including private side work. We
believe there are affordability-related factors that support providing principal forgiveness
funding to the NWD system, which are detailed below.

o Secondly, we ask for your help in advocating for reforms before the Rhode Island Public
Utilities Commission that we believe will greatly benefit not only the NWD, but other
communities across Rhode Island, as we work towards achieving full compliance with this
federally mandated program. Support from the RIDOH and the RIIB is crucial for Public
Utilities Commission (PUC) rate case(s). These rate cases allow NWD to utilize user fees
for comprehensive lead service line replacements, encompassing the infrastructure's
public and private sides. We believe that your support will help ensure that NWD can
effectively address the issue of lead contamination in the water supply.

CONSIDERATION FOR PRINCIPAL FORGIVENESS FUNDING

While the RIIB offers principal forgiveness through the State Revolving Fund, communities like
Newport face challenges in qualifying as a disadvantaged community under the current Rhode
Island definition.

Through the Bipartisan Infrastructure Law (BIL) funding provided to utilities to address the federal
lead service line replacement mandate, states retain the right to define affordability and identify
disadvantaged communities, which is used to help determine those communities that would
qualify for principal forgiveness funding. Beyond that, under the BIL, states also retain the ability
to define specific neighborhoods within a system as needing special attention as a basis for
providing additional subsidies. Taken together, these provisions could prove critical to helping
Newport’s water system equitably meet these new federal standards.

Currently, Rhode Island determines its disadvantaged community status using an affordability
index, which takes into account Median Household Income, Employment Rate, and Population
Ratio. This means that the state carefully considers various factors when determining a
community's classification. For instance, Newport has historicaily been classified as a Tier 3
community based on this index. It is important to note that Tier 3 communities typically only
receive SRF funding if there are no other Tier 1 or Tier 2 projects ready to proceed. This
prioritization system ensures that funding is allocated efficiently and effectively.

For Lead Service Line Replacement (LSLR) projects, the state has slightly modified principal
forgiveness qualifications to include entities that do not qualify as disadvantaged, but have
qualifying census tracts within the service area. These communities will be provided a prorated
principal forgiveness amount based on the percentage of work to be performed in those areas.
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Under these modified conditions, Newport would only receive a prorated amount of principal
forgiveness, which does not provide nearly enough funding to address the large number of
private side lead service lines throughout the NWD system. And, since any loans that might be
offered would need to be repaid through user fees, it disproportionately impacts customers.

We believe that the costs associated with performing the required lead service line replacements,
which include both the public and private components, will have a substantially negative impact
on customers, particularly those with incomes lower than the median household income.

Under current guidelines, the projected costs of NWD’s lead service line replacement program
are expected to result in water and wastewater costs reaching nearly 10% of total household
income for the lowest income quintile (LQI) customers in Newport. We believe that this
significant financial burden calls for the prompt consideration of additional funding sources to
alleviate the strain on these customers. It is crucial to find equitable solutions that address the
affordability issue without compromising the quality and safety of the water supply.

Please note that a March 2022 EPA Implementation memo gives states wide discretion in defining
Disadvantaged Communities. Several states have already worked to broaden the definition of
Disadvantaged Communities and qualification for principal forgiveness funding in light of the
LCRR. For example, the States of Florida and Delaware allow multiple ways to qualify as
disadvantaged communities for lead service line principal forgiveness funding, including
qualification through federally developed and recognized GlS-based tools such as the Climate
and Environmental Justice Screening Tool (CEJST) and EPA's EJScreen tool.

NWD is urging RIDOH and RIIB to broaden the definition of disadvantaged communities, as
several other states have already done. This expansion would include any community with a
census tract identified as disadvantaged according to CEJST or with census tracts ranking in the
90th percentile or higher for key environmental justice-related indices according to the ElScreen.
By adopting this broader approach, NWD would qualify as a disadvantaged community.
Additionally, NWD is requesting the elimination of the current prorated approach for lead service
line replacement programs.

SUPPORT FOR PUC RATE CASE(S) AND RATE AFFORDABILITY

The affordability of water and wastewater services is a critical issue, especially as costs continue
to rise. Given this, the NWD believes that relying solely on rates to fund these services may very
soon limit their affordability for a significant portion of the population. This, in turn, raises
significant concerns surrounding equity, access, and public health at large.

The magnitude of infrastructure investment required to ensure the delivery of safe and reliable
water and wastewater services already exceeds the financial capacity of ratepayers. Therefore,
alternative funding mechanisms and financial assistance are necessary to bridge the gap.
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Specifically, increasing rates for aspects of the LSLR program is crucial for Newport to meet the
ten-year replacement requirement while minimizing the burden on ratepayers. However, the
LSLR program is not the sole factor affecting rates. Various issues, such as inflation, emerging
contaminants, climate change, and infrastructure gaps, are putting a deleterious financial strain
on the utility. All utilities and their customers demand potable water that is fully compliant, free
from aesthetic problems, and consistently accessible.

Newport’s drinking water system plays a critical role in our everyday lives. Accordingly, when
making investments to the system, it is essential to broaden our perspective and consider
multiple factors, such as simultaneous compliance, public trust, and ratepayer equity.
Affordability challenges particularly impact our most vulnerable populations, raising real
concerns about their access to safe and reliable water and sanitary sewer services. It is crucial to
ensure that all members of society have access to these essential services and we believe that
your support will help ensure that NWD can effectively address the issue of lead contamination
in the water supply while at the same time balancing the needs of our most vulnerable
populations.

REQUEST FOR SUPPORT

In summary, please know that NWD is committed to providing all its customers with safe and
reliable drinking water. We kindly request the assistance of RIDOH and RIIB in guiding us towards
achieving this goal and thank you in advance for your support.

Please feel free to contact us at your convenience at 845-5600.

Respectfully,

e S

Laura Sitrin
Interim City Manager

. Schultz, Jy.
Director of Utilities

cc:  Newport City Councilors
Senator Louis P. DiPalma
Senator Dawn Euer
Representative Lauren H. Carson
Representative Marvin Abney
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