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KENT COUNTY WATER AUTHORITY

MINUTES OF THE MEETING
OF THE BOARD

October 18, 2012

A regular meeting of the Board of Directors of the Kent County Water Authority was
held on the 18" day of October, 2012, at 3:30 p.m. at the offices of the Authority in West
Warwick, RI, in the Joseph D. Richard Board Room.

Chairman Boyer opened the meeting at 3:30 p.m. Board Members Mr. Gallucci, Mr.
Giorgio, Mr. Inman and Mr. Masterson were present together along with the General Manager
Timothy J. Brown, legal counsel Patrick J. Sullivan, Esq. as well as Mr. Duscheneau. Mr.
Sullivan led the group in the pledge of allegiance.

APPROVAL OF THE MINUTES

The minutes of the regular board meeting of September 20, 2012 were presented for
approval. Mr. Masterson moved passage, seconded by Mr. Giorgio, and the minutes were
unanimously approved.

GUESTS

3:30 p.m. High Service Requests:

588 Tillinghast Road, East Greenwich, RI

Mrs. Schock appeared before the Board seeking water service in the high service area.
Mr. Masterson reports attending a lengthy meeting with Mrs. Schock. He indicated that the
Schock family has resided at this address with her family since the 1960°s. He further reports
that a family member who resided in the home has an illness that would benefit from a public
water connection. After a discussion the board acted.

It was moved by Mr. Masterson, seconded by Mr. Gallucci, to conditionally approve the
request for water supply to a single family home with the following conditions in lieu of a
moratorium:

I. The Kent County water Authority is not a guarantor of water supply for this or any
other approval and KCWA can only supply water reasonably available to it and therefore
any applicant/customer of KCWA understands that any third-party commitments made
by an applicant/customer are subject to the reasonable availability of water Supply and
limits of the existing infrastructure to support service,



2. A deficient condition associated with accelerated commercial and residential
development exists in the area serviced by the KCWA, KCWA is in the process of
planning for additional water supply and therefore delays or diminution in service may
occur if the water supply is unavailable or unable to produce water sufficient to service
the customers KCWA.

3. Ventures, commitments or agreements are at the applicant's sole risk if supply for
existing infrastructure is found to be insufficient to support service. The applicant may
afford the authority with system improvements to facilitate adequate service.

4. The applicant shall file a formal single-family home application. The
applicant/customer understands that any undetected error in the application or an increase
or change in demand as proposed, which materially affects the ability to supply water to
the site, will be the responsibility of the applicant/customer and not the KCWA.

5. Only conservation-wise plumbing fixtures are to be installed including, but not limited
to, low flow shower heads, low flow toilets and low flow guarantors on faucets.

6. If irrigation systems are installed, they must be supplied by a private well. Xeriscape
landscaping technique and/or proper planting bed (high water holding capacity) slow
preparation shall be employed throughout the project.

Upon Motion made, and duly seconded, and unanimously voted,

VOTED: That based upon health and safety concerns to conditionally approve the
request for water supply to service a single family home with the following conditions in lieu of
4 oratorium:

1. The Kent County water Authority is not a guarantor of water supply for this or any
other approval and KCWA can only supply water reasonably available to it and therefore
any applicant/customer of KCWA understands that any third-party commitments made
by an applicant/customer are subject to the reasonable availability of water supply and
limits of the existing infrastructure to support service.

2. A deficient condition associated with accelerated commercial and residential
development exists in the area serviced by the KCWA, KCWA s in the process of
planning for additional water supply and therefore delays or diminution in service may
occur if the water supply is unavailable or unable to produce water sufficient to service
the customers KCWA.

3. Ventures, commitments or agreements are at the applicant's sole risk if supply for
existing infrastructure is found to be insufficient to support service. The applicant may
afford the authority with system improvements to facilitate adequate service.



4. The applicant shall file a formal single-family home application. The
applicant/customer understands that any undetected error in the application or an increase
or change in demand as proposed, which materially affects the ability to supply water to
the site, will be the responsibility of the applicant/customer and not the KCWA.

5. Only conservation-wise plumbing fixtures are to be installed including, but not limited
to, low flow shower heads, low flow toilets and low flow guarantors on faucets.

6. If irrigation systems are installed, they must be supplied by a private well. Xeriscape
landscaping technique and/or proper planting bed (high water holding capacity) slow
preparation shall be employed throughout the project.

LEGAL

Legal counsel Patrick J. Sullivan reports that the General Manager had forwarded a
notice received from the Bankruptcy Court for a customer who had filed for a chapter 13
bankruptcy. Mr. Sullivan advised the board that in most all instances a claim should be filed,
even if the bankruptcy estate was later determined to be insolvent. He advised that he would file
a claim in this matter.

In addition, Mr. Sullivan reported receiving correspondence from Mr. Brown, the
General Manager, regarding the Central Coventry Fire District and the outstanding bill for
hydrant fees and a building service. Mr. Sullivan reports that a temporary receiver was
appointed by the Superior Court, a Mr. Richard Land, and that he has taken control over the fire
district. Claims will be filed with the receiver.

Braver PC Audit Presentation

A report was presented by Braver PC, who conducted the annual audit for the Authority. He
initially reports full cooperation by all employees. He indicated that the financial statements
provided fairly and accurately present the position of the KCWA. He reports a $7.3 million
dollar increase in net assets; however he reports revenues were down $800,000.00 from the prior
year. He reports that operating expenses were consistent with expectations. He further reported
unrestricted net assets amounted to $4.6 million dollars at year-end. Pension funding status was
reported as healthy, funded to 74.4%. He reported that no material weaknesses or significant
deficiencies in internal controls were noted as a result of their auditing procedures. He further
reports no compliance problems and that the KCWA was compliant with all bond covenants.
Finally, he reported water quality protection engagement disclosed no issues.

Mr. Inman requested the amount owed by the authority of other post employment benefits
(OPEB). The auditor reports that only $5 million is owed on these benefits, which is relatively
small compared with other organizations of similar size. He indicates this is because other
organizations grant more generous benefits.

The General Manager reports that KCWA funds these OPEB on the pay as you go system. He



reports that this costs the Authority $107,000.00 annually. These OPEB are not required to be
fully funded, according to Mr. Brown, just fully disclosed. The auditor suggests that he does not
believe that there will be a change in accounting standards that would require OPEB to be fully
funded, like pensions are currently required to be. Mr. Brown also reminds the board that
Beacon Mutual Insurance Co., who insures the Authority, may get involved with a trust fund.

The Financial Statements and Supplementary Information for years ended June 30, 2012 and
2011 with Report of Independent Auditors is attached hereto as exhibit “B”.

Director of Finance Report:

General Manager Tim Brown rendered the finance report, which dealt with water sales and
collections. He presented a chart of KCWA Retail Sales which shows below average sales. He
reminds the board that these below average sales will reflect a revenue downturn, He reports this
is a trend across the industry.

Mr. Brown also presented a Revenue Account Cash Flow Projection dated October 17, 2012. He
reports expenditures of $944,000.00. He also reports billings of $3,468,279.00, and aging
balances in 0-30 days, 31-60 days, 61-90 days, and 90 days and over. He indicated that the
Authority has collected one million of the billing so far, and reports that there is a long way to

go.

Mr. Gallucci moved and seconded by Mr. Masterson to accept the reports and attach the same as
an exhibit and that the same be incorporated by reference and be made a part of these minutes.

Upon Motion duly made and seconded, it was unanimously,

VOTED: That the Revenue Account Cash Flow Projection and Cash Receipts and
Disbursements and KCWA Retail Sales attached as “A”, be approved as presented and
be incorporated herein and are made a part hereof.

Point of Personal Privilege & Communication

Chairman Boyer expressed his enthusiasm with new legal counsel and rate counsel. Mr. Watson
appears and is acknowledged by Chairman Boyer. Mr. Watson reports that he is attending a
conference at his expense in Tampa Ray, FL for a weeklong program which deals with rate
cases. Mr. Watson advises the board that this seminar will discuss trends in the industry and
issues regarding public utilities. Chairman Boyer asks the General Manager if the Authority can
subsidize a portion of the cost to Mr. Watson. The General Manager reports that Mr. Watson is a
private contractor, and as such, is ineligible for a subsidy.

GENERAL MANAGER/CHIEF ENGINEER’S REPORT

GENERAL:

IFR 20108 — Bid Award




The general manager reported that the last piece of the 2010 Infrastructure has now been bid. He
reports three bids, and that all three bids are approximate one million dollars apart from the
other. He reports that Boyle and Fogarty was the lowest responsible bidder at $7,378,786.55.

He reports that this bid is below the engineer’s estimate, and expresses confidence in the bidder.
Mr. Brown reports that this project is to be done over two years and that sufficient funds from
the infrastructure program will be available at the completion of this for full payment. Mr.
Brown recommends the board award this bid to Boyle & Fogarty Construction Company in the
bid amount.

Mr. Masterson moved and seconded by Mr. Giorgio to award the IFR 2010B bid to Boyle &
Fogarty Construction Company in the amount of $7.378.,786.55.

Upon Motion duly made and seconded, it was unanimously,
VOTED: That the IFR 2010B bid is awarded to Boyle & Fogarty Construction Company
in the amount of $7,378,786.55.

Restricted Operating Request for Use

The general manager again reports that under our annual report required to be filed each
year to the Public Utilities Commission, the Authority has indicated that it has not achieved the
revenue expected under the cost of service provided by them in our latest rate case, Docket No.
4142. The difference for FY 2012 is $607,077.00. The balance in the restricted account exceeds
that amount and the manager reports that he will be working with legal counsel to prepare a
limited filing to utilize $607,000.00 from the restricted operating account to balance the budget.
The manager informed the board that he has contacted both the Division and the Commission
and advised of the Authority’s intention to seek those funds.

The General Manager expressed his confidence in the Authority’s ability to access these funds.
He cites loss of revenues, such as through Central Coventry Fire District’s failure to pay, as well
as his ability to show shrinking revenues. He said he is holding this petition untii all the billing
gets straightened out sometime in November. He stressed that this is not a rate filing.

Central Coventrv Fire District

The General Manager reports on the receivership resulting from the petition filed by the
Central Coventry Fire District (CCFD). He advised the board that Mr. Richard Land was
appointed as a temporary receiver and that he has asked the attorneys to file claims as a priority
claim. He advised the board that CCFD owes wages to its employees as well as payments to
Blue Cross/Blue Shield for insurance on its employees. CCFD is in arrears on both. Mr. Inman
discusses the tax authorized by the special master. The General Manager advises the board that
as the balance keeps building, it reverberates.

A discussion ensues on shutting the service off for the delinquent taxpayer. Mr. Inman reports
that KCWA cannot shut off the hydrants. Mr. Sullivan reports that any action pondered to be



taken while any company is in receivership, should get prior approval from the special master, or
from the Judge. Mr. Brown said the district will get their funds, as they are a taxing authority,
and it is just a matter of time.

Center of New England Billing/Pavments

This matter was skipped until later in the meeting, as Mr. Scott Nelson, had not yet arrived at the
meeting.

Division Hearing Service Availability

The General Manager discussed the continued division hearing on service availability.
He reminds the board it involves a service request on Deer Run, which doesn’t meet pressure
requirements, nor the regulations of the Department of Health, nor does it meet the Plumbing
Code. He indicates the hearing has concluded as of October 10, 2012, with briefs and reply
briefs due over the next month and a half. He reports that 2 rule may ultimately come out of this
order, which could have a major impact upon Kent County Water Authority and its abi lity to
supply and/or be licensed to operate. He cites a conflict between the Division, Department of
Health, the Environmental Protection Agency, and the Plumbing Code Regulations. All have
been presented at the meetings. Mr. Brown suggests an appeal in the event of an adverse
running, as this is an extremely important issue for the operation of the Authority.

Selection Engineer/Treatment Manager

CAPITAL PROJECTS:

CIP 1C Mishnock Well Treatment Plant and CIP 1B Mishnock Transmission

The General Manager reports that this is moving along fairly well, notwithstanding the
fact that it is behind schedule. Completion is expected in April 2013. At this time, Mr. Brown
reports that he would not consider liquidated damages and will await the finalization of the
project to determine whether the Authority has been truly damaged by the extension of the
schedule. Mr. Brown reports he is pleased by the contractor and his work, and hope it will result
in a high quality treatment facility for the Authority. He further reports that two employees will
be trained initially early next year, along with the new engineer operator. He advises that the
transmission main is now being tested and chlorinated and expects it to be completed this month
and dewatered awaiting future funding to complete the remaining 2/3 on Mishnock Road.

INFRASTRUCTURE PROJECTS

IFR 20098

The General Manager reports that construction is virtually complete, except for paving,
for this project. Paving will be conducted in the spring after the winter settling.

IFR 2010A

The General Manager reports that construction is moving along well on this project, and



the main installation on J.P. Murphy Highway is complete. The O’Donnell Hill area in Warwick
is under construction with completion expected this winter. Paving will be in the spring as well,
He reports that ratification of Change Order No. 1 is required, which included the replacement of
Meadown Road, Garden Lane and County lane in the amount of $258,850.00.

Mr. Masterson moved and seconded by Mr. Gallucci to ratify Change Order No. 1, which
included the replacement of Meadow Road, Garden Lane and County lane in the amount of
$258,850.00.

Upon Motion duly made and seconded, it was unanimously

b

VOTED: That the board ratifies Change Order No. 1, which included the replacement of
Meadow Road, Garden Lane and County lane in the amount of $258,850.00.

Quaker Lane Pumpstation Upgrade

The General Manager reports that construction of the wall has been completed, and a
revised schedule is still being reviewed. With a delay of 26 weeks on the pump delivery, the
timetable hasn’t changed, and this project still isn’t expected to be completed until spring or
summer 2013.

Water Street Replacement

Construction in East Greenwich has begun on the sewer line. The General Manager
reports that the water line will be replaced as well. It is a joint project by the Authority and the
Town of East Greenwich. The General Manager advises Mr. Masterson that Geremia and
Associates is the design engineer.

Re Visit Center of New Ensland Billing/Payments

Chairman Boyer acknowledges Mr. Scott Nelson to the meeting. A discussion ensues
regarding Centre of New England (CONE) water use and payments. The General Manager
reports to the board that CONE is currently in arrears of $48,000.00 and is in shutoff, which is
greater than 70 days late. Chairman Boyer questions Mr. Nelson regarding the previous
agreement the board had with CONE to pay on their back billings but also to remain current with
ongoing usage charges.

Mr. Nelson reports that he brought in a check for $4,000.00 to the meeting and tendered
it for payment. The Chairman asks if there were any written agreements entered into between
the authority and CONE. Mr. Brown reminds the board that there are no payment plans offered
for commercial accounts. Mr. Nelson requests payment of $5,000.00 every two weeks as a
compromise. Mr. Masterson suggests that there are two master meters, and that the owner is
billing tenants and owners within the development.

Chairman Boyer suggests that the Authority notify individual tenants of a shutoff. Mr.
Brown suggests we cannot do it. Mr. Brown reminds that the Authority had been served with a
letter prohibiting any KCWA employees from coming onto the property, and that letier had



never been rescinded. Chairman Boyer reminds Mr. Nelson that the bill will balloon to
$90,000.00 with the next bill. Mr. Inman reminds the board that the owner has been paid for the
water by the tenants, and is potentially earning interest on the funds collected.

Mr. Gallucci reports similarities between CCFD and CONE involving shutoffs. If
KCWA goes ahead with shutoffs at CONE, there may be legal liability in the event of a fire. Mr.
Brown reminds the board that the Division requires the Authority to treat residential and
commercial the same, and that we shut off customers regularly. Mr. Brown also reminds the
board that in the event an occupied building lacks water, it’s certificate of occupancy is revoked,
rendering it uninhabitable.

Mr. Nelson said that last time there was an agreement, to which Mr. Brown responded
that the agreement hadn’t been adhered to.

Chairman Boyer suggests to legal counsel that he look into creating a written agreement,
to which Mr. Sullivan suggests a consent judgment enforceable by a court of law. Additional
discussion ensues.

Mr. Giorgio suggests a 120 day notice to all tenants of a shutoff, and perhaps that would
force the owner to pay what is owed. Mr. Masterson suggests that the majority of all tenants are
probably up to date.

Mr. Brown reminds the board that the Authority is not a bank, and that the PUC reacts
harshly when there are funds outstanding.

Mr. Inman suggests a time frame to resolve the issue as we lose leverage otherwise. Mr.
Nelson suggests fifteen days to resolve the issue.

Chairman Boyer moved and seconded by Mr. Masterson to have legal counsel draft a
letter of agreement/consent judgment and any other necessary pleadings between CONE and
KCWA to resolve the issues of payment of arrears and payment of ongoing usage within fifteen
days.

Upon Motion duly made and seconded, it was unanimously,
VOTED: That legal counsel draft a letier of agreement/consent judgment and any other
necessary pleadings between CONE and KCWA to resolve the issues of payment of

arrears and payment of ongoing usage within fifteen days.

Executive Session in Accordance with RIGL 42-46-5(2)(1) - Emplovee Performance
Review, Emplovment Status

Chairman Boyer addresses Mr. Stephen Correia as follows:

Mr. Stephen Correia, you were notified in writing on September 2, 2012 that a
discussions concerning your job performance was to be held in executive closed session at 4:30
p.m. by the Board of Kent County Water Authority unless you require the proceeding to be held



in open session. Do you wish these proceedings to be held in open session?” to which Mr.
Correia requested the proceedings be held in closed session.

Mr. Masterson moved and seconded by Mr. Giorgio that the board move into executive
session for discussion of job performance, character, physical or mental health pursuant to RIGL
42-46-4 and 42-46-5(a)(1)

Upon Motion duly made and seconded, it was unanimously,

VOTED: That the board move into executive session for discussion of job performance,
character, physical or mental health pursuant to RIGL 42-46-4 and 42-46-5(a)(1).

The board goes into executive session at 4:43 p.m.

At 4:55 p.m. the board emerges from executive session.

Mr. Gallucei moved and seconded by Mr. Masterson that the board exit from executive
session and that the minutes of the meeting shall remain under seal pursuant to RIGL 42-46-4
and 42-46-5

Upon Motion duly made and seconded, it was unanimously,

VOTED: That the board exit from executive session and that the minutes of the meeting
shall remain under seal pursuant to RIGL 42-46-4 and 42-46-5.

There being no further business before this meeting, on motion duly made, seconded and
carried, the meeting was adjourned at 5:00 p.m.

Dated: October 25, 2012

Legal Counsel



KENT COUNTY WATER AUTHORITY

MINUTES OF THE MEETING
OF THE BOARD

October 18, 2012

A regular meeting of the Board of Directors of the Kent County Water Authority was
held on the 18" day of October, 2012, at 3:30 p.m. at the offices of the Authority in West
Warwick, R, in the Joseph D. Richard Board Room. ’

Chairman Boyer opened the meeting at 3:30 p.m. Board Members Mr. Gallucci, Mr.
Giorgio, Mr. Inman and Mr. Masterson were present together along with the General Manager
Timothy J. Brown, legal counsel Patrick J. Sullivan, Esq. as well as Mr. Duscheneau. Mr.
Sullivan led the group in the pledge of allegiance.

APPROVAL OF THE MINUTES

The minutes of the regular board meeting of September 20, 2012 were presented for
approval. Mr. Masterson moved passage, seconded by Mr. Giorgio, and the minutes were
unanimously approved.

GUESTS

3:30 p.m. Hich Service Reguests:

588 Tillinghast Road. East Greenwich, RI

Mrs. Schock appeared before the Board seeking water service in the high service area.
Mr. Masterson reports attending a lengthy meeting with Mrs. Schock. He indicated that the
Schock family has resided at this address with her family since the 1960’s. He further reports
that a family member who resided in the home has an illness that would benefit from a public
water connection. After a discussion the board acted.

It was moved by Mr. Masterson, seconded by Mr. Gallucci, to conditionally approve the
request for water supply to a single family home with the following conditions in lieu of a
moraterium:

1. The Kent County water Authority is not a guarantor of water supply for this or any
other approval and KCWA can only supply water reasonably available to it and therefore
any applicant/customer of KCWA understands that any third-party commitments made
by an applicant/customer are subject to the reasonable availability of water Supply and
limits of the existing infrastructure to support service,



2. A deficient condition associated with accelerated commercial and residential
development exists in the area serviced by the KCWA, KCWA is in the process of
planning for additional water supply and therefore delays or diminution in service may
occur if the water supply is unavailable or unable to produce water sufficient to service
the customers KCWA.,

3. Ventures, commitments or agreements are at the applicant's sole risk if supply for
existing infrastructure is found to be insufficient to support service. The applicant may
afford the authority with system improvements to facilitate adequate service.

4. The applicant shall file a formal single-family home application. The
applicant/customer understands that any undetected error in the application or an increase
or change in demand as proposed, which materially affects the ability to supply water to
the site, will be the responsibility of the applicant/customer and not the KCWA.

5. Only conservation-wise plumbing fixtures are to be installed including, but not limited
to, low flow shower heads, low flow toilets and low flow guarantors on faucets.

6. Ifirrigation systems are installed, they must be supplied by a private well. Xeriscape
landscaping technigue and/or proper planting bed (high water holding capacity) slow
preparation shall be employed throughout the project.

Upon Motion made, and duly seconded, and unanimously voted,

VOTED: That based upon health and safety concerns to conditionally approve the
request for water supply to service a single family home with the following conditions in lieu of
a moratorium:

1. The Kent County water Authority is not a guarantor of water supply for this or any
other approval and KCWA can only supply water reasonably available to it and therefore
any applicant/customer of KCW A understands that any third-party commitments made
by an applicant/customer are subject to the reasonable availability of water supply and
limits of the existing infrastructure to support service.

2. A deficient condition associated with accelerated commercial and residential
development exists in the area serviced by the KCWA, KCWA isin the process of
planning for additional water supply and therefore delays or diminution in service may
occur if the water supply is unavailable or unable to produce water sufficient to service
the customers KCWA.

3. Ventures, commitments or agreements are at the applicant's sole risk if supply for
existing infrastructure is found to be insufficient to support service. The applicant may
afford the authority with system improvements to facilitate adequate service.



4. The applicant shall file a formal single-family home application. The
applicant/customer understands that any undetected error in the application or an increase
or change in demand as proposed, which materially affects the ability to supply water to
the site, will be the responsibility of the applicant/customer and not the KCWA,

5. Only conservation-wise plumbing fixtures are to be installed including, but not limited
to, low flow shower heads, low flow toilets and low flow guarantors on faucets.

6. Ifirrigation systems are installed, they must be supplied by a private well. Xeriscape
landscaping technique and/or proper planting bed (high water holding capacity) slow
preparation shall be employed throughout the project.

LEGAL

Legal counsel Patrick J. Sullivan reports that the General Manager had forwarded a
notice received from the Bankruptey Court for a customer who had filed for a chapter 13
bankruptcy. Mr. Sullivan advised the board that in most all instances a claim should be filed,
even if the bankruptcy estate was later determined to be insolvent. He advised that he would file
a claim in this matter.

In addition, Mr. Sullivan reported receiving correspondence from Mr. Brown, the
General Manager, regarding the Central Coventry Fire District and the outstanding bill for
hydrant fees and a building service. Mr. Sullivan reports that a temporary receiver was
appointed by the Superior Court, a Mr. Richard Land, and that he has taken control over the fire
district. Claims will be filed with the receiver,

Braver PC Audit Presentation

A report was presented by Braver PC, who conducted the annual audit for the Authority. He
reported full cooperation by all employees. He indicated that the financial statements provided
fairly and accurately present the position of the KCWA. He reports a $7.3 million dollar
increase in net assets; however he reports revenues were down $800,000.00 from the prior year.
He reports that operating expenses were consistent with expectations. He further reported
unrestricted net assets amounted to $4.6 million dollars at year-end. Pension funding status was
reported as healthy, funded to 74.4%. He reported that no material weaknesses or significant
deficiencies in internal controls were noted as a result of their auditing procedures. He further
reports no compliance problems and that the KCWA was compliant with all bond covenants.
Finally, he reported water quality protection engagement disclosed no issues.

Mr. Inman requested the amount owed by the authority of other post employment benefits
(OPEB). The auditor reports that only $5 million is owed on these benefits, which is relatively
small compared with other organizations of similar size. He indicates this is because other
organizations grant more generous benefits,

The General Manager reports that KCWA funds these OPEB on the pay as you go system. He



reports that this costs the Authority $107,000.00 annually. These OPEB are not required to be
fully funded, according to Mr. Brown, just fully disclosed. The auditor suggests that he does not
believe that there will be a change in accounting standards that would require OPEB to be fully
funded, like pensions are currently required to be. Mr. Brown also reminds the board that
Beacon Mutual Insurance Co., who insures the Authority, may get involved with a trust fund.

Director of Finance Report:

General Manager Tim Brown rendered the finance report, which dealt with water sales and
collections. He presented a chart of KCWA Retail Sales which shows below average sales. He
reminds the board that these below average sales will reflect a revenue downturn. He reports this
is a trend across the industry.

Mr. Brown also presented a Revenue Account Cash Flow Projection dated October 17,2012, He
reports expenditures of $944,000.00. He also reports billings of $3,468,279.00, and aging
balances in 0-30 days, 31-60 days, 61-90 days, and 90 days and over. He indicated that the
Authority has collected one million of the billing so far, and reports that there is a long way to
20.

Mr. Gallucei moved and seconded by Mr. Masterson to accept the reports and attach the same as
an exhibit and that the same be incorporated by reference and be made a part of these minutes.

Upon Motion duly made and seconded, it was unanimously,

VOTED: That the Revenue Account Cash Flow Projection and Cash Receipts and
Disbursements and KCWA Retail Sales attached as “A”, be approved as presented and
be incorporated herein and are made a part hereof.

Point of Personal Privilege & Communication

Chairman Boyer expressed his enthusiasm with new legal counsel and rate counsel. Mr. Watson
appears and is acknowledged by Chairman Boyer. Mr. Watson reports that he is attending a
conference at his expense in Tampa Bay, FL for a weeklong program which deals with rate
cases. Mr. Watson advises the board that this seminar will discuss trends in the industry and
issues regarding public utilities. Chairman Boyer asks the General Manager if the Authority can
subsidize a portion of the cost to Mr. Watson. The General Manager reports that Mr. Watson is a
private contractor, and as such, is ineligible for a subsidy.

GENERAL MANAGER/CHIEF ENGINEER’S REPORT

GENERAL:

IFR 2010B - Bid Award

The general manager reported that the last piece of the 2010 Infrastructure has now been bid. He
reports three bids, and that all three bids are approximate one million dollars apart from the



other. He reports that Boyle and Fogarty was the lowest responsible bidder at $7,378,786.55.
He reports that this bid is below the engineer’s estimate, and expresses confidence in the bidder.
Mr. Brown reports that this project is to be done over two years and that sufficient funds from
the infrastructure program will be available at the completion of this for full payment. Mr.
Brown recommends the board award this bid to Boyle & Fogarty Construction Company in the
bid amount.

Mr. Masterson moved and seconded by Mr. Giorgio to award the IFR 20108 bid to Boyle &
Fogarty Construction Company in the amount of $7,378,786.55.

Upon Motion duly made and seconded, it was unanimously,
VOTED: That the IFR 20108 bid is awarded to Boyle & Fogarty Construction Company
in the amount of $7,378,786.55.

Restricted Operating Request for Use

The general manager again reports that under our annual report required to be filed each
year to the Public Utilities Commission, the Authority has indicated that it has not achieved the
revenue expected under the cost of service provided by them in our latest rate case, Docket No.
4142. The difference for FY 20172 is $607,077.00. The balance in the restricted account exceeds
that amount and the manager reports that he will be working with legal counsel to prepare a
limited filing to utilize $607,000.00 from the restricted operating account to balance the budget.
The manager informed the board that he has contacted both the Division and the Commission
and advised of the Authority’s intention to seek those funds.

The General Manager expressed his confidence in the Authority’s ability to access these funds.
He cites loss of revenues, such as through Central Coventry Fire District’s and Center Of New
England’s failure to pay, as well as his ability to show shrinking revenues. He said he is holding
this petition until all the billing gets straightened out sometime in November. He stressed that
this is not a rate filing.

Central Coventrv Fire District

The General Manager reports on the receivership resulting from the petition filed by the
Central Coventry Fire District (CCFD). He advised the board that Mr. Richard Land was
appointed as a temporary receiver and that he has asked the attorneys to file claims as a priority
claim. He advised the board that CCED owes wages to its employees as well as payments to
Blue Cross/Blue Shield for insurance on it employees. CCFD is in arrears on both. Mr. Inman
discusses the tax authorized by the special master. The General Manager advises the board that
as the balance keeps building, it reverberates.

A discussion ensues on shutting the service off for the delinquent taxpayer. Mr. Inman reports
that KCWA cannot shut off the hydrants. Mr. Sullivan reports that any action pondered to be
taken while any company is in receivership, should get prior approval from the special master, or
from the Judge. Mr. Brown said the district will get their funds, as they are a taxing authority,



and it is just a matter of time.,

Center of New England Billing/Pavments

This matter was skipped until later in the meeting, as Mr. Scott Nelson, who was invited to the
meeting by Chairman Boyer, had not yet arrived at the meeting,

Division Hearino Service Availability

The General Manager discussed the continued division hearing on service availability.
He reminds the board it involves a service request on Deer Run, which doesn’t meet pressure
requirements, nor the regulations of the Department of Health, nor does it meet the Plumbing
Code. He indicates the hearing has concluded as of October 10, 2012, with briefs and reply
briefs due over the next month and 2 half He reports that a rule may ultimately come out of this
order, which could have a major impact upon Kent County Water Authority and its ability to
supply and/or be licensed to operate. He cites a conflict between the Division, Department of
Health, the Environmental Protection A gency, and the Plumbing Code Regulations. All have
been presented at the meetings. Mr. Brown suggests an appeal in the event of an adverse ruling,
as this is an extremely important issue for the operation of the Authority.

Selection Engineer/Treatment Manager

CAPITAL PROJECTS:

CIP 1C Mishnock Well Treatment Plant and CIP 1B Mishnock Transmission

The General Manager reports that this is moving along fairly well, notwithstanding the
fact that it is behind schedule, Completion is expected in April 2013. At this time, Mr. Brown
reports that he would not consider liquidated damages and will await the finalization of the
project to determine whether the Authority has been truly damaged by the extension of the
schedule. Mr. Brown reports he is pleased by the contractor and his work, and hope it will result
in a high quality treatment facility for the Authority. He further reports that two employees will
be trained initially early next year, along with the new engineer operator. He advises that the
transmission main is now being tested and chlorinated and expects it to be completed this month
and dewatered awaiting future funding to complete the remaining 2/3 on Mishnock Road.

INFRASTRUCTURE PROJECTS

IFR 20098

The General Manager reports that construction is virtually complete, except for paving,
for this project. Paving will be conducted in the spring after the winter settling.

IFR 2010A

The General Manager reports that construction is moving along well on this project, and
the main installation on J.P. Murphy Highway is complete. The O’Donnell Hill area in Warwick
is under construction with completion expected this winter. Paving will be in the spring as well.



He reports that ratification of Change Order No. 1 is required, which included the replacement of
Meadow Road, Garden Lane and County lane in the amount of $258,850.00.

Mr. Masterson moved and seconded by Mr. Gallucci to ratify Chan ge Order No. 1, which
included the replacement of Meadow Road, Garden Lane and County lane in the amount of
$258,850.00.

Upon Motion duly made and seconded, it was unanimously,

VOTED: That the board ratifies Change Order No. 1, which included the replacement of
Meadow Road, Garden Lane and County lane in the amount of $258,850.00.

Quaker Lane Pumpstation Upgrade

The General Manager reports that construction of the wall has been completed, and a
revised schedule is still being reviewed. With a delay of 26 weeks on the pump delivery, the
timetable hasn’t changed, and this project still isn’t expected to be completed until spring or
summer 2013,

Water Street Replacement

Construction in East Greenwich has begun on the sewer line. The General Manager
reports that the water line will be replaced as well. It is a joint project by the Authority and the
Town of East Greenwich. The General Manager advises Mr. Masterson that Geremia and
Associates is the design engineer,

Re Visit Center of New England Billing/Pavments

Chairman Boyer acknowledges Mr. Scott Nelson to the meeting. A discussion ensues
regarding Centre of New England (CONE) water use and payments. The General Manager
reports to the board that CONE is currently in arrears of $48,000.00 and is in shutoff, which is
greater than 70 days late. Chairman Boyer questions Mr. Nelson regarding the previous
agreement the board had with CONE to pay on their back billings but also to remain current with
ongoing usage charges. ’

offered for commercial accounts. M. Nelson requests payment of $5,000.00 every two weeks
as a compromise. Mr, Masterson suggests that there are two master meters, and that the owner is
billing and collecting from tenants and owners within the development.

Chairman Boyer suggests that the Authority notify individual tenants of a shutoff Mr,
Brown suggests we cannot do it. Mr. Brown reminds that the Authority had been served with a
letter prohibiting any KCWA employees from coming onto the property, and that letter had
never been rescinded. Chairman Boyer reminds Mr. Nelson that the bil] will balloon to
$90,000.00 with the next bill. Mr. Inman reminds the board that the owner has been paid for the



water by the tenants, and is potentially earning interest on the funds collected.

Mr. Gallucci reports similarities between CCFD and CONE involving shutoffs. If
KCWA goes ahead with shutoffs at CONE, there may be legal liability in the event of a fire. Mr.
Brown reminds the board that the Division requires the Authority to treat residential and
commercial the same, and that we shut off customers regularly. Mr. Brown also reminds the
board that in the event an occupied building lacks water, it’s certificate of occupancy is revoked,
rendering it uninhabitable,

Mr. Nelson said that last time there was an agreement, to which Mr. Brown responded
that the agreement hadn’t been adhered to.

Chairman Boyer suggests to legal counsel that he lock into creating a written agreement,
to which Mr. Sullivan suggests a consent judgment enforceable by a court of law. Additional
discussion ensues.

Mr. Giorgio suggests a 120 day notice to all tenants of a shutoff, and perhaps that would
force the owner to pay what is owed. Mr. Masterson suggests that the majority of all tenants are
probably up to date with payments to CONE for water consumption.

Mr. Brown reminds the board that the Authority is not a bank, and that the PUC reacts
harshly when there are funds outstanding.

Mr. Inman suggests a time frame to resolve the issue as we lose leverage otherwise. Mr.
Nelson suggests fifteen days to resolve the issue.

Chairman Boyer moved and seconded by Mr. Masterson to have legal counsel draft a
letter of agreement/consent judgment and any other necessary pleadings between CONE and
KCWA to resolve the issues of payment of arrears and payment of ongoing usage within fifteen
days.

Upon Motion duly made and seconded, it was unanimously,

VOTED: That legal counsel draft a letter of agreement/consent judgment and any other
necessary pleadings between CONE and KCWA to resolve the issues of payment of
arrears and payment of ongoing usage within fifteen days.

Executive Session in Accordance with RIGL 42-46-5(a)(1) - Emplovee Performance
Review, Emplovment Status

Chairman Boyer addresses Mr. Stephen Correia as follows:

Mr. Stephen Correia, you were notified in writing on September 2, 2012 that a
discussions concerning your job performance was to be held in executive closed session at 4:30
p.m. by the Board of Kent County Water Authority unless you require the proceeding to be held
in open session. Do you wish these proceedings to be held in open session?” to which Mr.
Correia requested the proceedings be held in closed session.



Mr. Masterson moved and seconded by Mr. Giorgio that the board move into executive
session for discussion of job performance, character, physical or mental health pursuant to RIGL
42-46-4 and 42-46-5(a)(1)

Upon Motion duly made and seconded, it was unanimously,

VOTED: That the board move into executive session for discussion of job performance,
character, physical or mental health pursuant to RIGL 42-46-4 and 42-46-5(a)(1).

The board goes into executive session at 4:43 p.m.

At 4:55 p.m. the board emerges from executive session.

Mr. Gallucci moved and seconded by Mr. Masterson that the board exit from executive
session and that the minutes of the meeting shall remain under seal pursuant to RIGL 42-46-4
and 42-46-5

Upon Motion duly made and seconded, it was unanimously,

VOTED: That the board exit from executive session and that the minutes of the meeting
shall remain under seal pursuant to RIGL 42-46-4 and 42-46-5.

M tion duly made, seconded and




GENERAL MANAGER’S REPORT

Board Meeting
October 18, 2012

IFR 20168 — Bid Award

The last piece of our 2010 Infrastructure has now been bid known as 2010B. Three Bidders
submitted 2 bid. All three we have worked for previously and all three provided bids separated
by approximately a million dollars from each other. Boyle and Fogarty is the lowest responsible
bidder at $7,378,786.55. This project is to be done over 2 years and sufficient funds from the
infrastructure program would be available at the completion of this for full payment. This is
below the engineer’s estimate. We believe it was a good bid and they are certainly qualified to
perform construction since they are working within the Authority system as we speak. Copies of
this were previously forwarded to the Board with the bid tabulation and attached to this report. |
recommend Boyle & Fogarty Construction Company, Inc. for a bid of $7,378,786.55 for the

construction of this project.

Kestricted Operatins Reguest for Use

Under the report required each and every year to the Public Utilities Commission we have
indicated that we have not achieved the revenue expected under the cost of service provided by
them in our last rate case Docket No. 4142. The difference based on the actual rate revenue for
Fiscal Year 2012 is $607,077. The balance in our restricted account currently for the operating
revenue allowance exceeds that amount. [ have contacted both the Division & Commission
personnel of our intention to seek those funds. Over the next month we will be working with our

attorney to prepare the limited filing for the restricted portion of the reserve.

CCFD Receivership KCWA Billing

Central Coventry Fire Department is claiming or will have already filed for receivership. They
currently owe us $80,533.42 in hydrant fees. It is highly unlikely we will be paid, hydrant fees
accumulate quarterly. As soon as a receiver has been assigned 1 will notify our attorney to file a
claim as a priority claim for the Authority to the receiver for payment of the hydrant fees. This

will have an impact upon our revenues as well as any other potential municipality or fire district



that so too has similar issues. We will be monitoring this as we are made aware of them and we

will file whatever claims are necessary.

Center of New England Billing and Pavments

Last November the Board afforded Center of New England a payment plan for the outstanding
balance of $85,169.30 with the caveat that this type of a payment schedule does not apply to
future bills and that all subsequent bills must be paid when due, that has not occurred. We are
now in a situation of shut off again to the Center of New England. They have requested another
payment plan and I have denied it and the Chairman has requested this be placed on the Board
Agenda. Kent County Water Authority does not offer commercial payment plans. QOur
regulations; that have been exempted by the Commission, do not allow payment plans to
commercial customers. 1 urge the Board not to consider another payment plan for this customer
and for the Board to give the customer 2 week'’s notice for full payment or termination of service
will begin. This will also impact our revenues if collection is not accomplished. This is for the

Board’s review at the October 18" meeting.

Division Hearing Service Availability

As the Board is aware we have been involved in a service issue on Deer Run concerning the
availability of water and our policies and regulations for serviceability. The hearing has now
been concluded as of October 10, 2012. Briefs and reply briefs are now due over the next month
and half. This case has now taken on legs of its own and it looks as though a rule making may
ultimately come out of this order. This could have a major impact upon Kent County Water
Authority and our ability to supply and/or be licensed to operate. There is conflict between
Division, Department of Health, Environmental Protection Agency and Plumbing Code
Regulations and they have all been brought forward at the E]earings‘ We will have 20 days in
which to appeal this decision if it is not acceptable. Therefore, we will be prepared to appeal
when and if it is necessary as this is an extremely important issue for the Authorities operation.

If there is a rule making that does come out of this order we certainly will be represented.



Capital Projects

CIP 1C Mishnock Well Treatment Plant and CIP 1B Mishnock Transmission

Project is moving along fairly well. It is behind schedule and scheduled completion is April of
next year. Indication is from the current scheduling that the beginning of next year through
February will be process startup and training. At this point, 1 will not consider liquidated
damages and will await the finalization of the project and whether Kent County Water Authority
has been truly damaged by the extension of the schedule. 1 am, however, pleased with the
contractor and the work that they are doing and 1 hope it will result in a very high quality
treatment facility for our use. Startup is scheduled for the beginning of next year. We will be
training initially 2 employees as well as our new engineer operator. The transmission main is
now being tested and chlorinated. We expect it to be completed this month and dewatered

awaiting future money to complete the other 2/3 of it on Mishnock Road.

Infrastructure Projects

IFR 2609B

Construction is virtually complete except for paving under 2009B. Paving will continue this

year and in some cases will be held off until spring of next year for winter settling.
IFR 2010A

Construction is moving along well on this project. J.P. Murphy Highway main installation is
complete. Pavement will not be completed until spring of next year. The O’Donnell Hill area in
Warwick is under construction and should for all practical purposes be completed by the winter
of this year with final paving spring of next year. Ratification of Change Order No. 1 is
required. This included the replacement of Meadow Road, Garden Lane and County Lane -
$258,850.00.

Quaker Lake Pump Station Upgrade

Construction of the wall has been completed, revised schedule is being reviewed and
expectations of construction will continue with most likely a delay because of the 24 week lead

time on pump delivery. Discussion continues on the schedule and possible late winter startup.



Water Street Replacement

Construction of the sewer has begun. Our water main will be replaced. This is a joint project
between the Town of East Greenwich and Kent County Water Authority with Kent County
funding the water portion and of course the sewer portion funded by the Town of East

Greenwich.






JAMES ). GEREMIA & ASSOCIATES, INC.
CONSULTING ENVIRONMENTAL ENGINEERS & SCIENTISTS
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October 4, 2012 CHARA

Mr. Timothy J. Brown, P.E. S
General Manager/Chief Engineer — ]
Kent County Water Authority S

P.O.Box 192 i
West Warwick, Rl 02893-0192

Re:  KCWA 20108 Infrastructure Improvements in the Town of West Warwick, Rl
Dear Mr. Brown:
On Wednesday (October 3, 2012) at 10:00 A.M., bids were received by the Kent County Water

Authority and were opened and read for the KCWA 2010B Infrastructure Improvements. The
following general contractors submitted a sealed bid:

, COMPANY TOTAL BID
1 | Boyle & Fogarty Construction Co., Inc. $7,378,786.55
Parkside Utility Construction Corp. $ 8,487,790.00
3 | C. B. Utility Co., Inc. $9,237,920.00

James J. Geremia & Associates, Inc. (JGA) has evaluated the bids on the basis of 2 general
review of the bidders. The following are details of our evaluation.

A. General Review of the Bidders: We reviewed the bids submiited by the confractors to
determine if they had provided all documentation required by the contract documents. Our
evaluation indicated that the contractors complied with all requirements. A mathematical
check of the bids was conducted. There was a $20,000 mathematical error in Parkside
Utility Construction Corp. bid (bid tabulation enclosed).

B. Boyle & Fogarty Construction Co., Inc.’s Capability to Carry Out this Project: Boyle &
Fogarty Construction Co., Inc. completed the Prospect Street Water Line Replacement
Project to the satisfaction of KCWA. Boyle & Fogarty Construction Co., Inc. is also the
Contractor on the KCWA 20098 Infrastricture Improvements Project and 2010A
Infrastructure Improvements Project. The work performed has been performed to the
satisfaction of the KCWA. '

Z:\WlericdMy DocumenBKCWAMUTHORITYV0S-014(20108)-B10 RESULTS.doc

272 W. Exchange Street, - Suite 201 - Providence, BRI 029031061
Telephone: 401,454.7000 - Facsimiler 401.454.7415
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Mr. Timothy J. Brown, P.E. October 4, 2012
General Manager/Chief Engineer ,
Kent County Water Authority Page 2

In conclusion, based on the above, we have determined that Boyle & Fogarty Construs ction Co.,
Inc. submitted the lowest most responsive and responsible bid. It is, therefore, JGA's
recommendation that the Kent County Water Authority award the contract for the 20108
Infrastructure Improvements Project in the sum of Seven Million Three Hundrecd Seventy
Eight Seven Thousand Seven Hundred Eighty Six and 55/400 Dollars ($7,378,786.55) to Boyle
& Fogarty Construction Co., Inc.

if you have any questions, please call,

Very truly yours,

JA i- GEREMIA & ASSOCIATES, INC.
VA
Richard M. Hencler, P.E.

Project Manager

Enclosure

\ClericaiMy Documents KCWAAUTHORITYAOS-014{20108)-BI0 RESULTS doc
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DATE:

SHUT OFF NOTICE 0100012

ACCT#  HYGI0R270
EMPLOYEE: SERV LOC: HYDRANTS 79
LEFT 24 HR. CARD ( JYES ( ) NO COVENTRY RI 02816
CENTRAL COVENTRY FIRE DIST SHUT OFF BALANCE
ATTN CHIEF SELTZER ‘ $13,023.98
240 ARNOLD RD - -
when turning w ater back on
CO\/’ENTRY RI 028}6 add $1€)@ fee to thls balance
{$55 turn off} (S<a5 1urn on}
COMMENTS:
M
TURNED OFF BY:

COLLECTED §

CASH/ CK#

OFFICE USE ONLY

QFFICE USE ONLY
OFF T OoN

OFF O
ON/ OFF FEE Cycug ~
A CYCLE NOTES
NOTEPAD

CTLIYY OO s 10y BEOR

NOTEPAD



DATE:
EMPLOYEE:

LEFT24 HR. CARD( )YES ( )NO

SHUT OFF NOTICE ;0101201

ACCT#  HYGI06448

SERV LOC: 246 HYDRANTS 74
COVENTRY RI 02816

CENTRAL COVENTRY FIRE DISTRIC SHUT OFF BALANCE
240 ARNOLD RD $10,7990.22
- COVENTRY R102316 when turning w ater hack on
add $100 fee to this balance
(355 turp off} {$45 turn on}
COMMENTS:
TURNED OFF BY: DATE TIME:

COLLECTED §

CASH/ CK#

OFFICE USE ONLY | OFFICE USE ONLY

QFF ON
ON / OFF FEE CycLE
X CYCLE NOTES
NOTEPAD NOTEPAD

SHUT NFF 1IQT Qe 1T T s e



SHUT OFF NOTICE 5101019

DATE: ACCT#  HYG200631
EMPLOYEE:
LEFT 24 HR. CARD( )YES ( )NO

SERV LOC: HYDRANTS 62
COVENTRY RI 02816

CENTRAL COVENTRY FIRE DISTRIC SHUT OFF BALANCE |
240 ARNGLD RD $8,774.25
COVENTRY Rl @281’6

when furning w ater back on
add $100 fee to this balance

(855 turn off) ($.45 turn on)
COMMENTS:

TURNED GOFF BY:

Fextcs bR S o S

WATER BACK ONRBY:

COLLECTED §

CASH / CK#

OFFICE USE ONLY | OFFICE USE onLY |

OFF ON
ON [ OFF FEE CyCLE
XCYCLE NOTES

NOTEPAD NGTEPAD

CREE T VTR 8 s R i Tl P
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SHUT OFF NOTICE 10/10/2012

DATE: ACCT# 116942

EMPLOYEE: SERVLOC: CENTRE OF NE BLVD N
LEFT 24 HR. CARD { JYES ( YNO COVENTRY RI 02816 /
COMMERCE PARK MANAGEMENT 1 L SHUT OFF BALANCE ]

SUITE 300 . $30,311.14

207 QUAKER LN

when turning w ater back on
WEST WARWICK RI 02893

add $100 fee to this balance

(355 turn off} ($45 turn on)
COMMENTS:

TURNED OFF BY: DATE:

‘BEFORE RES) ORING'S|
WATER BACK ON BY: DATE: TIME:
COLLECTED § o
CASH/CK#

OFFICE USE ONLY OFFICE USEONLY |

OQFF ON
ON/OFF FEE CYCLE
X CYCLE NOTES
NOTEPAD NOTEPAD

SHUT OFF LiST SHUT OFF LisT




SHUT OFF NOTICE 10/10/2012

DATE:
EMPLOYEE:
LEFT 24 HR. CARD ( JYES ( yNO

ACCT # 116943

SERVLOC: CENTRE OF N E BLVD
COVENTRY RI 02816 {

COMMERCE PARK MANAGEMENT LLC

SHUT OFF BALANCE
SUITE 300 511,49%6.09
207 QUAKER LN , when turning w ater back on
WEST WARWICK Rl (2893 . add $100 fee to this balance
(855 turn off) (545 turn on)
COMMENTS:
e
—
e

TURNED OFF BY- DATE: TME:

COLLECTED $

CASH/ Ck#

‘.

OFFICE USEQONLY | OFFICE USE ONLY

OFF ON
ON/OFF FEE CYCLE
X CYCLE NOTES
NOTEPAD NOTEPAD

SHUT OFF LIST SHUT OFF LiST




SHUIT OFF NOTICE 10/10/2012

IDATE:

EMPLOYEE: SERV LOC: CENTREOF N F BLVD e
{_EEFT 24 HR. CARD( )YES { YNO COVENTRY RI 02816

ACCT# 116988

e

COMMERCE PARK MGMT LLC

SHUT OFF BALANCE
207 QUAKER LN $6.347.67
SU‘?TE 300 when turning we ater back on
WEST WARWICK Rl 02893 add $100 fee to this balance
(355 turn off) (B45 turn on}
COMMENTS: '

TURNED OFF BY:

WATER BACK ON BY:

COLLECTED §

CASH/CK#

OFFICE USE ONLY | OFFICE USE ONLY

OFF ON
ON ! OFF FEE CYCLE
XCYCLE NOTES
NOTEPAD NOTERPAD

SHUT OFF LIST SHUT OFF LiST
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Balance
om Deposit Account
5 Check

£
esurer Dalimale
R&R Reserve for Capital Equipment
Irdrastructure

212 Debt Service Fund

rvice Fund

Operating Revenue Allowance - Restnict
Total

Operating Revenue Allowance - Unresiricted May, 2000- Ocw

329 months)
.
3

Billing

Accounts Recesvable

31-60 days
19 days
G- davs and over

Total
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4 YEAR
AVERAGE
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FINANCIAL STATEMENTS
AND SUPPLEMENTARY INFORMATION
YEARS ENDED JUNE 30, 2012 AND 2011
WITH
REPORT OF INDEPENDENT AUDITORS
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REPORT OF INDEPENDENT AUDITORS

The Board of Direclors
Kent County Water Authority
Waest Warwick, Rhods island

We have audited the accompanying financial statements of the Kent County Water Authority (the
Authority} as of and for the years ended June 30, 2012 and 2011, as listed in the table of contents. These financial

statements are the responsibility of the Authority's management. Qur responsibility is 0 express an opinion on
- these financial statements based on our audits,

We conducted our audits in accordance with auditing standards gensrally accepied in the United States of
America and the standards applicable io the financial audits in Government Auditing Standards, issued by the
Comptroller General of the United States, Those standards require that we plan and perform the audits 1o oblain
regsonable assurance aboul whether the financlal statemenis are free of material misstatement. An audit
includes examining, on a test basis, evidence supporiing the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and the significani estimates made by

management, as well as evaluating the overall basic financial siaterent presentation. We belleve that ouwr audit
provides a reasonable basis for our opinions.

in our opinion, the financial statements referred to previously present fairly, in all material respects, the
respective financial position of the Authority as of June 30, 2012 and 2011 and the respective changes in financial
position and, where applicable, cash flows thereof for the vears then ended in conformity with accounting
principles ganerally accepted in the United Siates of America,

In accordance with Government Auditing Standards, we have also issued our report dated September 25,

2012 on our consideration of the Authority’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is o describe the scope of our testing of internal control over financial reporting and

~ compliance and the results of that testing, and not to provida an opinion on internal control over financial reporting

or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and schedule of funding progress for pension plan and other post-employment benefits on
Pages 2 through 5 and Page 21 be presented to supplement the basic financial statements. Such information,
aithough not a part of the basic financiat statements, is required by the Governmental Accounting Standards Board
who considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures o the require
supplementary information in accordance with auditing standards generally accepted in the United Sistes of
America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consisiency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the fimited procedures do not orovide us
with sufficient evidence 1o express an opinion or provide any sssurance.

Nesgham
ﬁ. Boston
. §7 M ﬁ ¢ Concord
mg royidence, Rhode Island o
eptember 25, 2042 aunton
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KENT COUNTY WATER AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
REQUIRED SUPPLEMENTARY INFORMATION - UNAUDITED
JUNE 30, 2012 AND 2011

The Kent County Water Authority (the Authority) is a public benefit corporation created
pursuant to and existing under Chapter 1740 of the Public Laws of 1648, at Chapter 16 of Title

39 of the Rhode Island General Laws (1956), as amended, and is subject to the supervisory and
regulatory powers of the State Public Utilities Commission (PUC).

The Authority provides water supply services through metered sales in the communities of Coventry,
Warwick, West Warwick, East Greenwich, West Greenwich, and in smaller sections of Cranston,

Scituate, and North Kingstown. The Authority is responsible for operating and maintaining the water
supply system.

The operations of the Authority are accounted for on a Proprietary Fund Type {Enterprise Fund) basis.
The Authority operates in 2 manner similar to private business enterprises where the costs of
providing goods or services fo the general public, support of a Capital Improvement Program, and

funding of an Infrastructure Replacement Program are financed or recovered through user charges
approved by the PUC.

Condensed financial information from the statements of net assels and operations is presented below.
The statement of net assetls provides information on the assets and liabilities of the Authority, with net
assets reported as the difference between assets and liabilities. The statement of operations of the
Authority reflects all revenues earned and all expenses incurred for each fiscal year:

Condensed Financial information

2012 2091 2010

Current Assels $ 6,466 348 §  8,135503 § 3,387 177
Capital assets, net 142,445 B804 102,382 408 101,713,870
Other noncurrent assets 29,851,709 34,948,250 31,828,350
Total assels 148,783,951 143,466,183 137,027,397
Current Habilitles 5,321,858 5,141,598 4,688 575
Noncurrent Habllities 25,350,372 27,530,707 29,682 570
Total lizbilities 30,672,030 32,872,708 34,388,145

Net assets:
investied in capital assets, net of relaled debt 100,151,378 93,098,199 93,844,501
Festricted for debt service 3,701,837 3,701,837 3,701,837
Restricted for infrastructure replacement 9,653572 8,734,218 3,679,857
Unrestricted net assels 4 585 336 5,259,403 1,431 857
Total net assets 118,091,921 110,793,457 102,658,252
Total liabiities and net assets $ 148,763,851 $ 143,468,163 $ 137027 397




KENT COUNTY WATER AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS
REQUIRED SUPPLEMENTARY INFORMATION — UNAUDITED

JUNE 30, 2012 AND 2011
, 2012 2011 2010
Operating ravenue:
Water sales $ 18,382,359 $ 18087538 $ 18270820
Hydrant rentals 1,299,870 1,300,267 1,225,471
Other 245,457 322,414 360,097
Total operating revenue 19,837,683 20,720,214 17,796,188
Operating expenses:
Source of supply 4865247 4 882,108 4.125,314
Pumping 498,927 537,850 555 980
Transmission and distribution 1,358,735 1,331,725 1,047,954
Water Treatmens 275,480 206,326 282,042
Customer accounting 346,980 407,909 319,573
Administrative and general 2,706,786 2,458,279 2,577,943
Depreciation 1,763,928 1,817,470 1,510,887
Taxes other than income 189,226 182,181 148,881
Arnortization 120,375 120,375 120,375
Tolal operating expenses 12,086,897 11,833,801 10,887 038
Operating income 7,840,588 8 886223 7,108,150
Nonoperating ncome:
Capital contributions - - 4,358
interest income {expense) {508,881) {751,018 {886,007y
Arbitrage rebate provision (33,5313
Change in net assets g 7,288 464 5 8,135,205 3 6,217,499

in FY12, the Authority’s net assets totaled $118.5 million, an increase of $7.6 million or 6% from the
previous year. Total assets in FY12 were $148.6 million, an increase of $5.1 million or 3.6% from last
year. Total liabilities decreased by $2.5 million or 7.8% as a result of continuing debi service
payments. The Authority’s major capital expenditures included Capital Improvement Projects (funded
by revenue bonds) and Infrastructure Projects (funded by water rates). In FY11, the Authority's net
assets totaled $110.8 million, an increase of $8.1 million or 7.9% from the previous year. Total assets
in FY11 were $143.5 million, an increase of $6.4 million or 4.7% from last yvear., Total liabilities
decreased by $1.7 million or 4.9% as a result of continuing debt service payments.

Water and fire protection charges for FY12 represented 98.8% of operating revenues. The remaining
1.2% includes inspection and turn-on fees, and late payment penallies. The operating revenue
totaled $19.9 million or 3.8% less than the prior year's revenue. This decrease can be attributed to
conservation, closed businesses and foreclosed homes. Water and fire protection charges for FY11
represented 98.4% of operating revenues. The remaining 1.6% includes inspection and turn-on fees,
and late payment penalties. The operating revenue totaled $20.7 million or 16.4% more than prior
years revenue. This increase can be attributed to pass through rate increases approved by the PUC,



KENT COUNTY WATER AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS
REQUIRED SUPPLEMENTARY INFORMATION — UNAUDITED
JUNE 30, 2012 AND 2011

Total operating expenses for FY12 totaled $12.1 million, which was $263 thousand or 2.5% more than
the operating expenses for the previous year. The increase is the result of an increase general and
administrative costs compared to prior year. Total operating expenses for FY11 totaled $11.8 million,
which was $1.1 million or 11% more than the operating expenses for the previous year. The increase
is the result of an increase in water purchases compared to prior year.

The operating income for FY12 totaled $7.8 million, representing a decrease of 11% from the previous
vear. This decrease is a result of the changes discussed ahove,

Capital Assets

In FY12, the Authority's project additions financed with bond proceeds tolaled approximately $335
thousand and included a storage tank and additional transmission lines. Infrastructure projects
funded by rates totaled $9.2 million, which was used primarily for water main installation.

In FY11, the Authority's project additions financed with bond proceeds tfotaled approximately $6.8
million and included a primary pump station upgrade, wellfield siorage treatment, and additional

transmission lines. Infrastructure projects funded by rates totaled $450 thousand, which was used
primarily for water main installation.

The Authority’s capital budget includes projected expenditures of $11.3 million. Infrastructure projects

under a state-mandated plan to replace old plant in service included projected expenditures of $18.9
million over the same period.

Debt Plan

Currently the Authority has three series of General Revenue Bonds outstanding at the end of FY 12,
totaling $28.8 million at par value.

2001 Series “A” $ 6,600,000
2002 Series “A” 17,710,000
2004 Serigs "A” 4,490,000

Lo



KENT COUNTY WATER AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
REQUIRED SUPPLEMENTARY INFORMATION - UNAUDITED
JUNE 30, 2012 AND 2011

During FY12, the Authority paid approximately $2.5 million in principal on outstanding issuances and
$1.2 million of interest on outstanding issuances.

The Authority is required to establish and maintain rates and charges at levels sufficient so that iotal
net revenues in each year during which bonds are outstanding will equal at least 125% of the bond
debt service requirement during such ysar less the amount, if any, of bond proceeds available to pay
interest becoming due in such year on bonds outstanding as of the first day of such year. The

Authority has exceeded the 125% debt service coverage requirement of the Resolution in each year
since the 2001 issue.

FY13 Budget and Rates

For FY13, the budget for operating revenues will increase by 2.0%. A 6% increase is projected for
operation and maintenance expenses,

Request for Information

This financial report is intended to provide an overview of the financial picture of the Kent County
Water Autharity. Any further questions regarding any of the information contained within this report
may be directed to the General Manager or the Treasurer at P.O. Box 192, West Warwick, R 02893.



