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l Agenda

Approval - Minutes of Meeting:

Legal Counsel:

Director of Finance Report:

Agenda

BOARD MEETING AGENDA
MAY 17,2012 —3:30 P.M.

OFFICES OF KENT COUNTY WATER AUTHORITY

Board Meeting — April 19, 2012

Legal Matters

Cash Report April 2012
March Closing

Point of Personal Privilege & Communication:

General Manager/Chief Engineer’s Report:

Old Business:

New Business:

Capital Projects:

Infrastructure Projects:

Board Organization:

Bond Refinancing (Status)
®= Moody’s Analyst Review
® S & P Analyst Review
»  Schedule For Sale
= Division Filing

Fiscal Year 2012/2013 Legal Services

Plant Operations, Requirements

Open Positions, Fill for Plant Operations

Operating Revenue Allowance

Approval: Board resolution to refinance all or a portion of Authority’s outstanding
2001A & 2002 Series A Bond issues

2011 Water Quality Report

Approval Braver PC, Auditing Contract

CIP-1C Mishnock Well Treatment Plant (Construction Status)
CIP-1B Mishnock Transmission (Contract Administration Services Approval
Task Order # 3)

b

IFR 2009B (Construction Status)

IFR 2010A (Construction Status)

Quaker Lane P. S. Upgrade (Status)

IFR 2010B Design (Finalization of Design)
Tech Park Storage Tank Painting (Legal Action)
Water Street Replacement (Construction Status)

Election of Secretary
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Executive Session 5:00 p.m.  In Accordance with 42-46-5(a)(1)
Employees Performance Review, Employment Status

The offices of the Kent County Water Authority are handicapped accessible. Individuals requesting interpreter services for
the hearing impaired must contact the offices of the Kent County Water Authority 72 hours before the meeting at 821-9300.
(Telecommunications device for the hearing impaired available).

Revised Agenda Posted May 10, 2012.

1. KCWA Main Entry Office Public Bulletin Board
2. KCWA Side Entry Door Entrance
3. West Warwick Town Hall Public Bulletin Board

Revised Agenda Sent Via U. S. Post Office May 10, 2012 for Posting on Public Bulletin Board

City of Warwick

Town of Coventry

Town of East Greenwich
Town of West Warwick
Town of West Greenwich

Al
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Petrarca and McGair, Inc.

From: Open Meetings Admin [openMeetings@sos.ri.gov]
3ént: Tuesday, May 15, 2012 12:26 PM

To: im@petrarcamcgair.com; openMeetings@sos.ri.gov
Subject: SOS Open Meetings : Meeting Notice

May 15, 2012

This is your electronic confirmation for the electronic filing of meeting notice for the Kent
County Water Authority. The meeting notice filed is for the meeting on: May 17, 2012 3:30:00

pm.

This notice was electronically filed on the Secretary of State Open Meetings Website on: May
15, 2012 12:25:42 pm.

Please retain this message as your official proof- of electronic filing.

Sincerely,

The Open Meetings Team at

Office of Secretary of State A. Ralph Mollis State House Room 38 Providence, RI 02903
(401) 222-2357

(401) 222-1404

TTY: 711

“openmeetings@sos.ri.gov
.__30S.ri.gov
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State of Rhode Island

A. Ralph Mollis
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Login | Options | Log Out

The meeting notice details are successfully updated to the database. Click to view the PDF.

Public Information

State House, Room 38

Providence, RI 02903

Open: Monday-Friday, 8:30 a.m. to 4:30 p.m.
Phone: (401) 222-3983

Fax: (401) 222-1404

TTY: 711

Email: openmeetings@sos.ri.gov

http://webapps01.sos.ri.gov/ omfiling/meetingadded/index.php 5/15/2012






KENT COUNTY WATER AUTHORITY
BOARD MEETING MINUTES
May 17, 2012

The Board of Directors of the Kent County Water Authority held its monthly
meeting in the Joseph D. Richard Board Room at the office of the Authority on May 17,
2012.

Chairman, Robert B. Boyer opened the meeting at 3:38 p.m. Board Members,
Mr. Gallucci, Mr. Giorgio, Board Member Inman and Mr. Masterson were present
together with the General Manager, Timothy J. Brown, Director of Administration,
Technical Service Director, John R. Duchesneau and Finance, Jo-Ann Gershkoff and
Legal Counsel, Lewis J. Paras. Board Member Gallucci led the group in the pledge of
allegiance. :

The minutes of the Board meeting minutes of April 19, 2012 were moved for
approval by Board Member Masterson and seconded by Board Member Gallucci and
were unanimously approved.

LEGAL MATTERS

Harris Mills

The company has gone into receivership. Kent County Water Authority is owed
$3,676.58. Legal Counsel will monitor for proof of claim filing. A permanent receiver
was appointed. A proof of claim prepared and forwarded to the General Manager for
signature on September 17, 2008 and will be filed in the Kent County Superior Court
and sent to the receiver. Proof of Claim was filed and sent to Received on September
19, 2008. The proof of claim deadline was December 1, 2008. Legal counsel will
continue to monitor for payment on claim. As of May 12, 2009, there has been no
change in status. Petition to sell was filed by Receiver in Kent County Superior Court
on June 5, 2009. Offer to property made which will allow for partial payment of claims.
Legal Counsel will monitor progress of sale.

There has been no further progress regarding the sale of the Harris Mill complex
in the receivership matter. Legal Counsel to contact the Receiver for a status report.
New offers to purchase have come in which could allow Kent County Water Authority
claim in this matter to be paid out of the receivership proceeds. As of September 14,
2009 the previous offer did not materialize. A new offer is being pursued. Legal
Counsel will continue to monitor the progress of the sale. The receivership case is in
the Supreme Court. On October 1, 2010 the Court approved the sale of the property
and the aliowed disbursements inciuding payment of Kent County Water Authority bill.
This office will continue to monitor payment. On May 13, 2011 Legal Counsel sent a
letter to Counsel for potential buyer inquiring as to the status of the sale. Legal Counsel
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followed up with counsel for Buyer on June 14, 2011 regarding response to May 13,
2011 correspondence. On July 18, 2011 Legal Counsel was informed by Buyer's
Counsel that the sale is on hold pending resolution of Supreme Court Appeals in
receivership case. There has been no further word as of April 18, 2012. Legal
Counsel forwarded correspondence to Attorney for Buyer on April 17, 2012 for status
report. As of May 15, 2012 no response has been received.

Hope Mill Village Associates

The company is in receivership. Kent County Water Authority is owed $1,632.44.
Legal Counsel to prepare and file Proof of Claim. Proof of Claim was prepared and was
forwarded to the General Manager for signatures. Proof of Claim was filed in Kent
County Superior Court and was sent to the receiver on August 28, 2008 and as of this
date this case is still pending. Hope Mill filed Chapter 11 Bankruptcy on August 20,
2008. Kent County Water Authority was not listed as a creditor. The proof of claim was
prepared and signed by the General Manager on November 14, 2008 and was filed with
the Bankruptcy Court on November 18, 2008, The proof of claim filing deadline was the
end of November, 2008. Pursuant to the plan of reorganization filed by Debtor on
November 22, 2008, Kent County Water Authority will be paid in full upon confirmation
of the plan by the Bankruptcy Court and Legal Counsel will continue to monitor. As of
February 17, 2009 the Court has not scheduled a hearing for confirmation of plan.
Debtor will be filing an Amended Plan in March 2009. Legal Counsel will continue to
monitor. As of July 16, 2009 the Debtor has not filed an Amended Plan.

The Bankruptcy Court hearing was to be held on August 19, 2009 regarding a
motion filed by Hope Mill to convert Chapter 11 to Chapter 7. Legal counsel will monitor
the hearing and how the disposition of the hearing will affect the claim of Kent County
Water Authority. The hearing was held on December 17, 2009. Assets purchased
pursuant to Asset Purchase Agreement. Kent County Water Authority charges to be
paid pursuant to Asset Purchase Agreement. Legal Counsel will follow up regarding
timetable of payment to Kent County Water Authority. Legal Counsel spoke with
Attorney DeAngelis on February 17, 2010 for status on payment to Kent County Water
Authority.

Legal Counsel spoke with Attorney DeAngelis on May 13, 2010 and Mr.
DeAngelis stated that a final closing has yet to be scheduled, but should be scheduled
in the near future. There has been no progress on scheduling a closing as of April 18,
2012. Legal Counsel forwarded correspondence to Attorney DeAngelis on April 17,
2012 requesting status. Attorney DeAngelis was replaced by Attorney Indeglia and
correspondence was sent to Attorney Indeglia on May 2, 2012 requesting status.

West Greenwich Technology Tank/Rockwood

This matter may be in litigation in that Rockwood Corporation had failed to take
any steps and continually denied Kent County Water Authority efforts to take any steps
in the painting issues inside of the tank and on February 16, 2009 their surety, Lincoln






General Insurance Company, denied the claim as well. The matter was reviewed
between the General Manager and Legal Counsel. Rockwood sent a proposal to Legal
Counsel on March 31, 2009 and the General Manager weighed the same and a
response was sent to Rockwood on April 24, 2009. On May 2, 2009 Rockwood sent
another proposal and the General Manager responded to the same on May 8, 2009
requesting a written remedial plan proposal within ten days. On May 8, 2009 Rockwood
responded by asking the General Manager to reconsider his position. On May 12, 2009
the General Manager sent correspondence to Rockwood stating the Authority will await
Rockwood comments to KCWA letter of May 8, 2009. On May 13, 2009 Rockwood
provided an additional response to the KCWA letter of May 8, 2009 with questions. On
May 13, 2009 the General Manager sent correspondence agreeing to provide
Rockwood with more time to complete a plan of remediation for an additional 10 days.
On May 14, 2009, Rockwood sent a response and the General Manager, Merithew and
Rockwood to have an informal meeting to work out details. The meeting took place and
the Authority is monitoring the efforts of Rockwood to remedy the situation. The tank
was recently dry inspected and the vendor remediated the same. Kent County Water
Authority is awaiting final inspection of the tank with respect to the remediation.
Rockwood has performed work at the site and it is necessary to have a final inspection
after the tank has been filled. The tank has been filled and inspection is moving
forward. This has been concluded. However, inspection followed which disclosed that
there were more paint issues. On July 22, 2010, Legal Counsel notified the Bonding
Company regarding action to correct. This will be further discussed by the General
Manager in IFR projects. This matter is being discussed which may include litigation
and KCWA is awaiting final restoration plans from the vendor. On March 16, 2011 and
March 17, 2011, the General Manager received email communications from Rockwood
requesting KCWA response to Rockwood performing its February 18th proposal on
March 21, 2011. Further, the email stated that Mr. Northrop is no longer with Lincoln
and provided an alternate contact for forwarding of the claim of KCWA.

On March 29, 2011 Legal Counsel sent correspondence to Mr. Northrop’s
successor, Paul Poppish pursuant to Mr. Law of Rockwood. After receiving no reply,
Legal Counsel sent a follow up letter to Mr. Poppish on April 13, 2011. On May 16,
2011, Legal Counsel called Lincoln General and Mr. Poppish is no longer with the
company and was directed to Mr. Bob Giriffith and Legal Counsel spoke with him and
was asked to send the correspondence to him which was accomplished on even date.
No response was received from Mr. Griffith and Legal Counsel sent a follow up letter on
June 9, 2011.

On July 14, 2011 Legal Counsel had a telephone conference with Bob Griffith
from Lincoln General who stated that he would get something out to Legal Counsel the
beginning of the week of July 18, 2011 and a letter was received on July 17, 2011
stating that he would discuss it with his insured and would respond thereafter. On
August 5, 2011, Legal Counsel sent a follow up letter to Mr. Griffith since no response
was received. A second follow up letter was sent to Mr. Griffith on November 16, 2011
since there has been no response.
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~ A complaint was filed in Kent County Superior Court and served on Defendants
Rockwood Corporation and Lincoln General Insurance Company on February 23, 2012.
Defendants requested an extension to answer per Stipulation and their answer was due
April 2, 2012 and was received by Legal Counsel on April 2, 2012. The parties are
discussing the possibility of mediation.

Spectrum Properties, The Oaks, Coventry, Rhode Island

Legal Counsel for the developer forwarded on July 13, 2009 to Kent County
Water Authority Legal Counsel for comment on the proposed form of easement deeds
with respect to the residential subdivision. On July 29, 2009, Legal Counsel for Kent
County Water Authority sent a response to Attorney William Landry setting forth
comments to the proposed form of deeds. Legal Counsel received revised deeds from
Attorney Landry on September 10, 2009 and they have been forwarded to the General
Manager for review and have been approved by the General Manager. On September
24, 2009, Legal Counsel forwarded to Attorney Landry correspondence starting that the
form of easement deed has been approved by Kent County Water Authority and for
Attorney Landry to forward the original executed deeds to Kent County Water Authority
for execution of acceptance. Legal Counsel has not received the deeds to date
therefore Legal Counsel forwarded status inquiry correspondence to Attorney Landry on
November 18, 2009. Attorney Landry replied to Legal Counsel on November 23, 2009
stating that the developer is in the midst of scheduling a final approval hearing with the
Town and Attorney Landry will provide Legal Counsel for KCWA with the anticipated
timetable for final approval and recording of the deeds upon Mr. Landry’s receipt of this
information.

Legal Counsel was pursuing Attorney Landry for status of his receipt of timetable
for municipal approvals. Legal Counsel telephoned Attorney Landry and left a voicemail
message as to status and subsequently forwarded correspondence to Attorney Landry
on March 11, 2010. On May 11, 2010, Legal Counsel forwarded subsequent
correspondence to Attorney Landry inquiring as to the status of the matter. The
Developer contacted Legal Counsel directly and informed her that final approvals have
not been received. Sanford J. Resnick, Esq. forwarded correspondence on September
17, 2010 to the Chairman informing of his representation of the developer and a request
to appear before the Board to discuss inspection fees.

Mr. Resnick appeared at the May 19, 2011 Board Meeting and the staffs are
working together with the Developer and Legal Counsel. Mr. Resnick will draft
agreements with respect to flushing and constructing the water line. On August 15,
2011 Legal Counsel left a message with Mr. Resnick for status update and as of May
14, 2012 Legal Counsel has not received a response.

Legal Counsel received from the DPUC on March 12, 2012 an entry of
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appearance for John A. Pagliarini.

There was a meeting between the parties on April 30, 2012 at the offices of Kent
County Water Authority which said meeting was recommended by the hearing office
prior to commencing discovery. This matter is in the process of discovery.

Director of Finance Report:

Jo-Ann Gershkoff, Finance Director, explained and submitted the financial report.
Statement of Revenues, Expenditures and Change in Fund Balance as of March, 2012,
Cash Location FY 2011-2012 and Cash Receipts and Disbursements FY 2011-2012
attached as “A”, and after thorough discussion with regard to the sales and revenue.
The restricted accounts were all funded for the period and collections have exceeded

- forecasts.

Board Member Gallucci moved and seconded by Board Member Giorgio 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 and it was unanimously, -

VOTED: That the financial report and Statement of Revenues,
Expenditure and Change in Fund Balance as of March, 2012, Cash Location
FY 2011-2012 and Cash receipts and Disbursements FY 2011-2012 attached
as “A” be approved as presented and be incorporated herein and are made a
part hereof.

Point of Personal Privilege and Communications:

Board Member Masterson offered congratulations to General Manager, Timothy
J. Brown, on working towards achieving the new bond rating of double A (Aa3). Board
Member Masterson acknowledged that this was a significant accomplishment and the
General Manager should be congratulated on all the efforts put into putting the Authority
in a position to achieve this bond rating.

Board Member Masterson also acknowledged a “thank you” letter regarding the
high service request at 795 Tillinghast Road from Brad Ingegneri that was approved at
the Board meeting of April 19, 2012. Board Member Masterson acknowledged that it
was the first time since he has been serving on the Board that a customer or someone
requesting water service has taken the time to thank the Authority in writing for granting
of service.

GENERAL MANAGERI/CHIEF ENGINEER’S REPORT
Old Business:

Bond Refinancing (Status)
Moody’s Analyst Review







The General Manager outlined the Moody’s investor service opinion dated May
14, 2012 as evidenced and attached as “B” whereby Moody’s assigned a Aa3 rating to
Kent County Water Authority $22 million general revenues refunding bonds, 2012
Series A. The General Manager indicated that this was a significant positive for the
Authority in that this is a step below triple A rating which has become too expensive to
try to achieve so that this is now the best rating that can be received short of a triple A
bond rating.

S&P Analyst Review

The General Manager indicated that he would be communicating with S&P on
May 18, 2012 regarding the review by S&P. The General Manager indicated that he
anticipates that S&P will give an A+ or AA3 rating to the Authority.

Schedule for Sale

The General Manager indicated that the 2012 Series A bonds will be scheduled
for sale after the June 4, 2012 hearing before the DPUC with the anticipation that the
sale will occur shortly thereafter

Division Filing

The General Manager indicated that there is a hearing scheduled for June 4,
2012 for DPUC approval of the refinancing of the bonds.

New Business:

Fiscal Year 2012/2013 Legal Services

The Chairman stated that a request for qualifications should be issued regarding
the Fiscal Year 2012/2013 Legal Services. The request will be for a General Counsel to
work for the Authority. Once the request is issued and the Board receives the
responses, the General Manager should review the proposals and select the most
promising ones and then the Board can conduct interviews of the candidates. The
General Manager inquired as to whether an amount should be included in the request
with regard to the cost of legal services and the Chairman stated that would not be
necessary. Board Member Gallucci suggested that the same flat fee should be charged
for Bond Counsel and General Counsel and after further discussion, it was agreed that
the request for legal services should be for General Counsel in that the Bond Counsel is
used only as needed for revenue issues. This was confirmed by Board Member Inman
who recalled his experience with the State of Rhode Island.

Plant Operations Requirements
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The General Manager gave an overview of the staffing requirements for the plant






operations which will include a staff engineer, treatment manager and production
operator. The General Manager indicated that the openings would be first posted within
- the Authority and then postings outside the Authority if the positions can not be filled in
house.

Operating Revenue Allowance

The General Manager stated that the Authority has an unrestricted Operating
Revenue Allowance of 1.5% which converts to an annual allowance of $291,657.00.
There has been expenditure of funds from this unrestricted account as noted on the
Operating Revenue Allowance Dockets 3942 and 4142 Report as evidenced and
attached as “C” resulting from the denial of the DPUC to allow salary increases for 2008
to be included as a cost of service. Salary increase for 2009, 2010, and 2011 had to be
expended from the unrestricted Operating Revenue Allowance. The General Manager
stated that the historical relevance of the unrestricted Operating Revenue Allowance
was to save the Authority from multiple rate cases with regard to certain increase costs
such as salary increases which are outlined in the unrestricted Operating Revenue
Allowance section of the budget.

Approval: Board resolution to refinance all or a portion of Authority’s outstanding
2001A & 2002A Series Bond issues

Normand Benoit, Esq. appeared as Bond Counsel for Kent County Water
Authority and reviewed and distributed the Kent County Water Authority Series
Resolution as evidenced and attached as “D”. Mr. Benoit indicated that the adoption
and sale of these bonds will result in redeeming the 2001 Series A bonds with an
outstanding balance of $6,135,000 and the 2002 Series A bonds with an outstanding
balance of $16,680,000. Mr. Benoit reviewed the remainder of the distribution outlining
the highlights including the sample bond as outlined on pages 8-15 of his presentation.
In response to questions by the Chairman, that it is the Chairman who has to sign the
actual bonds but the Secretary or Secretary Pro Tempore would sign the resolution.

Board Member Gallucci commended Mr. Benoit on his work in putting together
the Bond Series resolution noting that he had worked with Mr. Benoit in the past while
he was retained by the City of Warwick in a similar capacity.

It was moved by Board Member Gallucci and seconded by Board Member Inman
to adopt and approve “A Resolution of the Kent County Water Authority to Authorize the
Issuance of Bonds for Capital Expenditures and to Authorize the Issuance of Refunding
Bonds to Refinance All or a Portion of the Authority Outstanding 2001A and 2002A
Series Issues” as evidenced and attached as “D” and it was unanimously,

VOTED: To adopt and approve “A Resolution of the Kent County Water
Authority to Authorize the issuance of Bonds for Capitai Expenditures and
to Authorize the Issuance of Refunding Bonds to Refinance All or a
Portion of the Authority Outstanding 2001A and 2002A Series Issues” as
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evidenced and attached as “D”.

2011 Water Quality Report

The General Manager briefly highlighted the Kent County Water Authority
Consumer Confidence Water Quality Annual Report 2011 as distributed in pamphlet
form to the customers and he directed attention to pages 8 and 9 of the report which
highlights the quality data and that the Authority has had no water quality violations.
However, there was a reporting violation which consisted of failure to monitor for
contaminants between July 1% and September 30, 2011 due to mechanical and
electrical interruptions.

Approval Braver PC, Auditing Contract

The General Manager recommended approval of the Braver, PC Auditing
Contract as evidenced and attached as “E” which would call for the audit of the financial
statements of the Authority and audit of Providence Water Supply protection funds
annual reconciliation as of and for the year ending June 30, 2012. The fee for the
auditing services will be $26,000.

- It was moved by Board Member Gallucci and seconded by Board Member
Masterson to approve the Braver PC Auditing Contract as evidenced and attached as
“E” and it was unanimously,

VOTED: To approve the Braver PC Auditing Contract as evidenced and
attached as “E”". ’

Employee Review (5:00 p.m.)

The Chairman stated that the employee affected was notified in writing on May
10, 2012 by regular mail and certified mail that a discussion concerning job performance
was to be held in executive (closed) session at 5:00 p.m. by the Board of Kent County
Water Authority unless the employee affected required the proceeding to be held at an
open meeting. The employee affected did respond and did appear and requested that
the meeting be in executive (closed) session.

After the notice statement was read by the Chairman, the Chairman declared that
it be noted in the minutes of the meeting that R.1.G.L. 42-46-5(a)(1) has been fully
complied with.

Board Member Masterson moved and Board Member Giorgio seconded the
motion to move into executive session for the discussion of job performance, character,

physical or mental health pursuant to R.I.G.L. 42-46-4 and 42-46-5(a)(1) and it was
unanimously of the Board Members present,






VOTED: To enter into executive session for discussion of
personnel matters pursuant to R.1.G.L. 42-46-4 and 42-46-5(a)(1).

CAPITAL PROJECTS:
INFRASTRUCTURE PROJECTS

CIP-1B Mishnock Transmission (Contract Administration Services Approval,
Task Order 3)

The General Manager recommended the approval of Task Order No. 3 by James
J. Geremia & Associates, Inc. for the Mishnock area water system transmission main
project and it was recommended by the General Manager as necessary, fair and
reasonable as evidenced together with the report of the General Manager and attached
as “F”. :

It was moved by Board Member Masterson and seconded by Board Member
Giorgio to approve Task Order No. 3 and to have the Chairman execute Task Order No.
3 on behalf of Kent County Water Authority together with the report of the General
Manager as evidenced and attached as “F” and it was unanimously,

VOTED: To approve Task Order No. 3 and to have the Chairman execute
Task Order No. 3 on behalf of Kent County Water Authority together with
the report of the General Manager as evidenced and attached as “F”.

All other Capital and Infrastructure Projects were addressed by the General
Manager and described to the Board by the General Manager with general discussion
following and are evidenced and attached as “G”.

Bond Organization

Election of Secretary

Discussion ensued with the General Manager indicating that an election of
secretary was not needed at this time as the Board meeting minutes are still being
prepared by Secretary Pro Tempore. There was no further discussion and a secretary
was not elected at this time.

Board Member Giorgio made a Motion to adjourn, seconded by Board Member

Ol imn? mmd I oiarmm rsmmimimm il st ] by e o D mmd A Ao be i em o im n
Odiucci ana it was uriadiimously voled Dy Uie Dudalu Viceimpels presciit,

VOTED: To adjourn the meeting at 6:10 p.m.






[l

%%ﬂ
=






EXHIBIT A

Kent County Water Board Meeting

May 17, 2012






Kent County water Authority PAGE 3
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE TIME 13:28:36
USER JOANNG

REPORT DA.s 05/09/2012
SYSTEM DATE 05/09/2012
FILES ID Z

AS OF 03/2012

MONTH -=--=== —c-eeeen- YEAR-TO-DATE ~--------

ACCOUNT DESCRIPTION ACTUAL OVER/ ACTUAL OVER/

BUDGET ACTUAL UNDER BUDGET BUDGET ACTUAL  UNDER BUDGET
TOTALS FOR CUSTOMER ACCT. EXPENSES 31165.99 23912.10 7253.89  288130.91  253677.27 34453 .64
1-9200
ADM & GENERAL SALARIES 26274 .41 25483.22 791.19 242706.69 238146.70 4559.99
H-mwwmom SUPPLIES & EXP 11083.33 9453.13 1630.20 99749.97 104449.38 -4699.41
H-WWWMHom SERVICES 10416.66 3016.50 7400.16 93749.94 75761.55 17988.39
H-wmmmmme< INSURANCE 71.00 -71.00 234287.00 177276.23 57010.77
H-mmwmmHmm & DAMAGES 50.83 50.83 457.47 102.38 355.09
H-mmmmommm PENSION & BENEF 54868 .58 54005.01 863.57 715817.26 746839.33 -31022.07
Mummmmrweom< COMM EXP 5625,00 5625.00 50625.00 53179.26 -2554,26
H-mme GENERAL EXPENSE 1125.00 1272.25 -147.25 10125.00 11303.34 -1178.34
H-uwmm GENERAL EXPENSE 3000.00 3000.00 27000.00 27000.00
H-mewe GENERAL PLANT 9166.66 8670.31 496.35 82499.94 96181.15 -13681.21
H-mewe VEHICLES 12416.66 11147.26 1269.40 111749.94 132911.89 -21161.95
H-wmemHQZmu TIME VAC HOL 17901.91 10012.80 7889.11 161117.19 194916.49 -33799.30
UNCOLLECTIBLE (WRITE OFF) 475.94 -475.94
TOTALS FOR ADM. & GENERAL EXPENSES  151929.04  123131.48  28797.56  1829885.40 1831543.64 -1658.24
1-4030
HmmmwwmoﬂweHo¢ mMmmme 96666.66 96666.67 -.01 869999.94 870000.03 -.09
H-Mwmmm OTHER THAN INCOME 12541.66 22609.39 -10067.73 112874.94 215469.45 -102594.51
H-Mwwmmmme-rozo TERM DEBT 107157.00 107157.00 964413.00 964413.00
AMORTIZATION OF DEBT DISC 5833.33 5833.33 52499.97 52499.97
TOTALS FOR OTHER EXPENSES  222138.65  232266.39  -10067.74  1999787.85  2102382.45  -1025%4.60
TOTALS FOR EXPENDITURES © 975271.11  9e7514.31 7756.80  9283466.03  9178837.11 104628.92
EXCESS OF REVENUE OVER EXPENDITURES ccc-m - oo oo oo moomeeeee oo il
FOR general 941423.36 892786.35 -48637.01 5574783.70 6458186.66 883402.96
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EXHIBIT B

Kent County Water Board Meeting

May 17, 2012
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Mooby’s
INVESTORS SERVICE |
New Issue: MOODY'S ASSIGNS INITIAL Aa3 RATING TO KENT

COUNTY WATER AUTHORITY'S (RI) $22 MILLION GENERAL REVENUE
REFUNDING BONDS, 2012 SERIES A

Global Credit Research - 14 May 2012
KENT COUNTY WATER AUTHORITY, RI

Water Enterprise
RI
Moody's Rating
ISSUE RATING
General Revenue Refunding Bonds, 2012 Series A  Aa3
Sale Amount $22,000,000
Expected Sale Date 05/16/12

Rating Description General Obligation

Moody’s Outlook NOO

Opinion

NEW YORK, May 14, 2012 --Moody's Investors Service has assigned an initial Aa3 rating to Kent County Water
Authority's (RI} $22 miillion General Revenue Refunding Bonds, 2012 Series A. The authority has a total of $28
million in debt outstanding. The bonds are secured by a pledge of net revenues of the water system. Proceeds from
this issue will be used to currently refund the Series 2001 Aand Series 2002 A bonds for an estimated net present
value savings of 11% without extension of maturity.

SUMMARY RATINGS RATIONALE

The Aa3 rating reflects the bond's satisfactory security features, manageable debt position with additional borrowing
gl;r::, strong coverage ratios that are expected to decline over the near term, and a mature and diverse customer
STRENGTHS

-Mature, diverse customer base

-Strong debt service coverage

-Manageable debt burden

CHALLENGES

-Additional borrowing plans

-Projected declines in the debt service coverage ratio

DETAILED CREDIT DISCUSSION

ADEQUATE BONDHOLDER PROTECTIONS

Legal bondholder protections include a 1.25 times rate covenant on all debt outstanding and an additional bonds test
of the same. The debt service reserve fund requirement of maximum annual debt service (MADs) will be cash-



funded.
MATURE SYSTEM WITH ADEQUATE SUPPLY

The water system's mature and diverse customer base contributes to its financial stability, serving 26,560 customers
in Kent County and certain portions of towns located on the county's borders. The top 10 customers comprise 8.2%
of operating revenues and 10% of water use. The majority of the authority's base (83% of water use) is comprised
of retail customers, with the exception of the City of Warwick, which is its only wholesale purchaser (17% of water
use). Average customer growth over recent years has remained largely unchanged given the mature nature of the
service area.

The water system consists of approximately 403 miles of water mains, 4 pumping stations and 9 storage tanks that
provide a combined storage capacity of 15 MGD, or approximately 157% of average daily MGD (9.5 MGD). The
system has an ample supply of water from various sources including the wholesale purchase of 80% of distributed
water from the Providence Water Supply Board (PWSB) and the remaining 20% coming from four wells owned by
the authority, which together provide sufficient supply to meet the average daily demand of 9.5 MGD with a peak
demand of 20.5 MGD. An additional source, Mishnock Wells, is currently undergoing construction and is expected to
produce 2.2 MGD when completed in November of 2012,

STRONG DEBT SERVICE COVERAGE LEVELS PROJECTED TO DECLINE OVER NEAR TERM

The authority's financial operations are expected to remain healthy despite muted growth in the customer base and
the projected decline in coverage ratios due to planned additional debt. Average debt service coverage was 2.4
times on all outstanding indebtedness between fiscal year 2009 and 2011. Coverage increased to 2.74 times in fiscal
2011 from 2.03 times in 2008, and is expected to approximate 2.7 times in fiscal 2012. The authority's current debt
service declines and therefore MADs coverage is equal to the current coverage ratio. The system's net working
capital of approximately $14.6 million includes $13.9 million of unrestricted cash and investments, and provides
ample liquidity for the system, equivalent to approximately 145% of operating expenses in fiscal 2011. Inclusive of
the new debt service (estimated to be an additional $2.4 million per year starting in early fiscal 2013), the coverage
ratio could potentially fall below 2.0 times net revenues in future years if significant rate increases were not
implemented to offset the new debt service. '

The board reviews rates annually and has demonstrated a willingness to increase rates for operational and debt
service purposes. Rate increases of 22%, 1.53% and 10.3% were implemented for fiscal 2009, 2010 and 2011
respectively, and although no increase was approved in fiscal 2012, management projects a 10-15% increase for
fiscal 2013. Future rating reviews will incorporate the system's ability and willingness to increase rates in order to
maintain an adequate debt service coverage ratio.

MANAGEABLE DEBT BURDEN IS EXPECTED TO INCREASE

The system's debt position is expected to remain manageable despite future borrowing plans. The fiscal 2010 debt
ratio was a manageable 22.1%, below average for similarly-sized water systems. The authority anticipates issuing
revenue bonds in the range of $15 to $20 million in late 2012 or early 2013 in order to finance its capital
infrastructure plan, increasing the debt ratio to an estimated 30% to 35%, which is still manageable. Principal
retirement is rapid with 99% retired within ten years. The authority currently does not have any variable rate debt or
swaps outstanding.

WHAT COULD MAKE THE RATING GO UP

-Improved and sustained debt service coverage and liquidity position
-Multi-year adopted rate increases that improve system flexibility
WHAT COULD MAKE THE RATING GO DOWN

-Reduced debt service coverage and liquidity

-Significant new debt borrowings that further leverage the system

KEY FACTS:
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MATURE SYSTEM WITH ADEQUATE SUPPLY

The water system's mature and diverse customer base contributes to its financial stability, serving 26,560 customers
in Kent County and certain portions of towns located on the county's borders. The top 10 customers comprise 8.2% .
of operating revenues and 10% of water use. The majority of the authority's base (83% of water use) is comprised

of retail customers, with the exception of the City of Warwick, which is its only wholesale purchaser (17% of water
use). Average customer growth over recent years has remained largely unchanged given the mature nature of the
service area.

The water system consists of approximately 403 miles of water mains, 4 pumping stations and 9 storage tanks that
provide a combined storage capacity of 15 MGD, or approximately 157% of average daily MGD (9.5 MGD). The
system has an ample supply of water from various sources including the wholesale purchase of 80% of distributed
water from the Providence Water Supply Board (PWSB) and the remaining 20% coming from four wells owned by
the authority, which together provide sufficient supply to meet the average daily demand of 9.5 MGD with a peak
demand of 20.5 MGD. An additional source, Mishnock Wells, is currently undergoing construction and is expected to
produce 2.2 MGD when completed in November of 2012,

STRONG DEBT SERVICE COVERAGE LEVELS PROJECTED TO DECLINE OVER NEAR TERM

The authority's financial operations are expected to remain healthy despite muted growth in the customer base and
the projected decline in coverage ratios due to planned additional debt. Average debt service coverage was 2.4
times on all outstanding indebtedness between fiscal year 2009 and 2011. Coverage increased to 2.74 times in fiscal
2011 from 2.03 times in 2008, and is expected to approximate 2.7 times in fiscal 2012. The authority's current debt
service declines and therefore MADs coverage is equal to the current coverage ratio. The system's net working
capital of approximately $14.6 million includes $13.9 million of unrestricted cash and investments, and provides
ample liquidity for the system, equivalent to approximately 145% of operating expenses in fiscal 2011. Inclusive of
the new debt service (estimated to be an additional $2.4 million per year starting in early fiscal 2013), the coverage
ratio could potentially fall below 2.0 times net revenues in future years if significant rate increases were not
implemented to offset the new debt service.

The board reviews rates annually and has demonstrated a willingness to increase rates for operational and debt
service purposes. Rate increases of 22%, 1.53% and 10.3% were implemented for fiscal 2009, 2010 and 2011
respectively, and although no increase was approved in fiscal 2012, management projects a 10-15% increase for
fiscal 2013. Future rating reviews will incorporate the system's ability and willingness to increase rates in order to
maintain an adequate debt service coverage ratio.

MANAGEABLE DEBT BURDEN IS EXPECTED TO INCREASE

The system's debt position is expected to remain manageable despite future borrowing plans. The fiscal 2010 debt
ratio was a manageable 22.1%, below average for similarly-sized water systems. The authority anticipates issuing
revenue bonds in the range of $15 to $20 million in late 2012 or early 2013 in order to finance its capital
infrastructure plan, increasing the debt ratio to an estimated 30% to 35%, which is still manageable. Principal
retirement is rapid with 99% retired within ten years. The authority currently does not have any variable rate debt or
swaps outstanding. '

WHAT COULD MAKE THE RATING GO UP

-Improved and sustained debt service coverage and liquidity position
-Muilti-year adopted rate increases that improve system flexibility
WHAT COULD MAKE THE RATING GO DOWN

-Reduced debt service coverage and liquidity

-Significant new debt borrowings that further leverage the system

KEY FACTS:






Security: Net Revenues

System: Water Enterprise

Service Area Population (2010): 166,000
Water System Accounts: 26,560

2011 Operating Ratio: 48.7%

2011 Debt Ratio: 22%

2011 Total Debt Service Coverage Ratio: 2.74x
2012 Total Debt Service Coverage Ratio (unaudited pro-forma): 2.70x
Payout of Principal: 10 years: 99%

Debt Qutstanding: $28 million of rated debt
PRINCIPAL METHODOLOGY

The principal methodology used in this rating was Analytical Framework For Water And Sewer System Ratings
published in August 1999. Please see the Credit Policy page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

The Global Scale Credit Ratings on this press release that are issued by one of Moody's affiliates outside the EU
are endorsed by Moody's Investors Service Lid., One Canada Square, Canary Wharf, London E 14 5FA, UK, in
accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating Agencies. Further
information on the EU endorsement status and on the Moody's office that has issued a particular Credit Rating is
available on www.moodys.com.

For ratings issued on a program, series or category/class of debt, this announcement provides relevant regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class of
debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance with
Moody's rating practices. For ratings issued on a support provider, this announcement provides relevant regulatory
disclosures in relation to the rating action on the support provider and in relation to each particular rating action for
securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, this
announcement provides relevant regulatory disclosures in relation to the provisional rating assigned, and in relation
to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where the
transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner that
would have affected the rating. For further information please see the ratings tab on the issuer/entity page for the
respective issuer on www.moodys.com.

Information sources used to prepare the rating are the following: parties involved in the ratings and public
information.

Moody's considers the quality of information available on the rated entity, obligation or credit satisfactory for the
purposes of issuing a rating.

Moody's adopts all necessary measures so that the information it uses in assigning a rating is of sufficient quality
and from sources Moody's considers to be reliable including, when appropriate, independent third-party sources.
However, Moody's is not an auditor and cannot in every instance independently verify or validate information
received in the rating process.

Please see the ratings disclosure page on www.moodys.com for general disclosure on potential conflicts of interests.

Please see the ratings disclosure page on www.moodys.com for information on (A) MCO's major shareholders
(above 5%) and for (B) further information regarding certain affiliations that may exist between directors of MCO and
rated entities as well as (C) the names of entities that hold ratings from MIS that have also publicly reported to the
SEC an ownership interest in MCO of more than 5%. A member of the board of directors of this rated entity may also



be a member of the board of directors of a shareholder of Moody's Corporation; however, Moody's has not
independently verified this matter.

Please see Moody's Rating Symbols and Definitions on the Rating Process page on www.moodys.com for further
information on the meaning of each rating category and the definition of default and recovery.

Please see ratings tab on the issuer/entity page on www.moodys.com for the last rating action and the rating history.

The date on which some ratings were first released goes back to a time before Moody's ratings were fully digitized
and accurate data may not be available. Consequently, Moody's provides a date that it believes is the most reliable
and accurate based on the information that is available to it. Please see the ratings disclosure page on our website
www.moodys.com for further information.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity
that has issued the rating.
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ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK,
MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S
OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT
OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT
CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS
AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR
MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY
PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH
INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED,
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR
ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT.
All information contained herein is obtained by MOODY'S from sources believed by it to be
accurate and reliable. Because of the possibility of human or mechanical error as well as other
factors, however, all information contained herein is provided "AS IS" without warranty of any kind.
MOODY'S adopts all necessary measures so that the information it uses in assigning a credit
rating is of sufficient quality and from sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in
every instance independently verify or validate information received in the rating process. Under
no circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or
damage in whole or in part caused by, resulting from, or relating to, any error (negligent or
otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employees or agents in connection with the procurement, collection,
compilation, analysis, interpretation, communication, publication or delivery of any such
information, or (b) any direct, indirect, special, consequential, compensatory or incidental
damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in
advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any,
constituting part of the information contained herein are, and must be construed solely as,
statements of opinion and not statements of fact or recommendations to purchase, sell or hold any
securities. Each user of the information contained herein must make its own study and evaluation
of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCQ"), hereby
discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by MIS have, prior to
assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it
fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information
regarding certain affiliations that may exist between directors of MCO and rated entities, and
between entities who hold ratings from MIS and have also publicly reported to the SEC an
ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the
heading "Shareholder Relations — Corporate Governance — Director and Shareholder Affiliation
Palicy."
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disseminate this document or its contents to "retail clients” within the meaning of section 761G of
the Corporations Act 2001. '

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's
Japan KK. (“MJKK") are MJKK's current opinions of the relative future credit risk of entities, credit
commitments, or debt or debt-like securities. In such a case, “MIS” in the foregoing statements
shall be deemed to be replaced with “MJKK". MJKK is a wholly-owned credit rating agency
subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's Overseas Holdings
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This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on
the equity securities of the issuer or any form of security that is available to retail investors. It
would be dangerous for retail investors to make any investment decision based on this credit
rating. If in doubt you should contact your financial or other professional adviser.
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Kent County Water Authority
Operating Revenue Allowance
Dockets 3942 and 4142

Unrestricted Operating Revenue Allowance 1.5%:
Annual Allowance

Unrestricted Funds Expended:

Salary Increase Effective July 1, 2008 (Actual 3.2% Allowed 2%) 1.2%=
Salary Increase Effective July 1, 2009 3.2%

Salary Increase Effective July 1, 2010 ( employees eligible for step only)
Salary Increase July 1, 2011 4.3%

2010 and 2011 Workers' Comp and TDI Differential Claims Paid 2012

Total Expended

F:WO-ANN\ANNUAL BUDGET 2010 -2011\OPRATING REVENUE ALLOWANCE FISCAL YR END JUNE 30, 2011

$ 291,657.00

$ 24,884.20
57,309.60

7,404.80

79,040.71

49,740.95

$ 218,380.26

BOAT s |2z
CHAY . .,







EXHIBIT D

Kent County Water Board Meeting

May 17, 2012






o

— - woee v

Kent County Water Authority

A RESOLUTION OF THE KENT COUNTY WATER AUTHORITY TO AUTHORIZE THE
ISSUANCE OF BONDS FOR CAPITAL EXPENDITURES AND TO AUTHORIZE THE
ISSUANCE OF REFUNDING BONDS TO REFINANCE ALL OR A PORTION OF THE
AUTHORITY’S OUTSTANDING 2001A AND 2002 SERIES A ISSUES.

WHEREAS, the Kent County Water Authority a public corporation created by the State of Rhode
Island under Title 39 Chapter 16 of the General Laws (the “Authority”), is an operator of a public

- water supply system; and

WHEREAS, the Authority desires to make certain capital improvements and upgrades to the system;
and

WHEREAS, it is the intent of the Authority to borrow funds for the proposed capital improvements
and upgrade of the system; and

WHEREAS, the Authority desires to issue bonds to refund all or a portion of the Authority’s
$10,000,000 General Revenue Bonds, 2001 Series A of which $6,135,000 remains outstanding and
$24,390,000 General Revenue Bonds, 2002 Series A of which $16,680,000 remains outstanding in

_ order to take advantage of the lower interest rates which currently are prevailing.

. NOW, THEREFORE, BE IT RESOLVED:

1. This Resolution reaffirms the Authority’s intention to authorize the issuance of bonds to
finance capital improvements and upgrades to the system, and to reimburse expenditures

from the proceeds of the bonds as provided in the Authority’s Resolution adopted May 17,
2012.

2. That the Authority hereby authorizes the Authority’s Bond Counsel, Financial Advisor and
Rate Counsel to proceed with structuring one or more series of bonds to effectuate the
borrowing for capital improvements and the refinancing of all or a portion of the Authority’s
$10,000,000 General Revenue Bonds, 2001 Series A of which $6,135,000 remains
outstanding and $24,390,000 General Revenue Bonds, 2002 Series A of which $16,680,000
remains outstanding. The issuance of the refunding bonds shall be conditioned on the
realization of a net present value benefit of at least 3% of the refunded principal.

3. This resolution shall take effect upon passage.

The above and foregoing was duly adopted and approved at the meeting of the Kent County Water

Authority held on May 17,2012 by vote of the members of the Kent County Water Authority
present.

Secretary

Kent County Water Authority
PO Box 192

West Warwick, Rl 02893.0192
401-821-9300

www.kentcountywater.org

fthode island and i plantations.doc
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raver:

l Accountants & Advisors

May 3, 2012

Robert B. Boyer, Chairman

Board of Directors '

Kent County Water Authority

1072 Main Street

West Warwick, Rhode Island 02893-0192

Dear Mr. Boyer,

This letter (the Engagement Letter) confirms our understanding of our engagement to provide
professional services to Kent County Water Authority (the Authority).

Objectives and Limitations of Services
Audit Services

We will issue written reports as a result of our audit of the Authority's financial statements as set
forth in Appendix I.

We have the responsibility to conduct and will conduct the audit of the financial statements in
accordance with auditing standards generally accepted in the United States of America, with the
objective of expressing an opinion as to whether the presentation of the financial statements,
taken as a whole, conforms with U.S. generally accepted accounting principles.

[n conducting the audit, we will perform tests of the accounting records and such other
procedures, as we consider necessary in the circumstances, to provide a reasonable basis for our
opinion on the financial statements. We also will assess the accounting principles used and

significant estimates made by management, and evaluate the overall financial statement
presentation.

Our audit of the financial statements is planned and performed to obtain reasonable, but not
absolute, assurance about whether the financial statements are free of material misstatement,
whether caused by error or fraud. Absolute assurance is not attainable because of the nature of
audit evidence and the characteristics of fraud. Therefore, there is a risk that material errors,
fraud (including fraud that may be an illegal act), and other illegal acts may exist and not be
detected by an audit of financial statements performed in accordance with the auditing
standards generally accepted in the United States of America. Also, an audit is not designed to
detect matters that are immaterial to the financial statements.

Our report will be addressed to the Directors of the Authority. We cannot provide assurance
that an unqualified opinion wili be rendered. Circumstances may arise in which it is necessary
for us to modify our report or withdraw from the engagement.

%ﬁﬁé@m’“ 155 South Main Street, Suite 100, Providence, RI 02903 T401.421.2710 F401.2745230 www.thebravergroup.com
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Robert B. Boyer, Chairman
Board of Directors

Kent County Water Authority
May 3, 2012

Page 2

Internal Control over Financial Reporting

[n planning and performing our audit of your financial statements, we will consider the Authority's
internal control in order to determine the nature, timing, and extent of our audit procedures for the

purpose of expressing an opinion on the financial statements and not to provide assurance on internal
control.

The objective of our audit of your financial statements is not to report on the Authority's internal
control and we are not obligated to search for significant deficiencies or material weaknesses as
part of our audit of the financial statements. A significant deficiency is a control deficiency, or
combination of control deficiencies, that adversely affects the entity's ability to initiate,
authorize, record, process, or report financial data reliably in accordance with U.S. generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity's financial statements that is more than inconsequential will not be
prevented or detected. A material weakness is a significant deficiency, or combination of
significant deficiencies, that results in more than a remote likelihood that a material
misstatement of the financial statements will not be prevented or detected.

Registration Statements and Other Offering Documents

Should the Authority wish to include or incorporate by reference these financial statements and
our audit report thereon into a future offering of exempt securities, prior to our consenting to
include or incorporate by reference our report on such financial statements, we would consider our
consent to the inclusion of our report and the terms thereof at that time. We will be required
to perform procedures as required by the standards of the American Institute of Certified Public
Accountants, including, but not limited to, reading other information incorporated by reference
in the registration statement or other offering document and performing subsequent event
procedures. Our reading of the other information included or incorporated by reference in the
offering document will consider whether such information, or the manner of its presentation, is
materially inconsistent with information, or the manner of its presentation, appearing in the
financial statements. However, we will not perform procedures to corroborate such other
information (including forward-looking statements). The specific terms of our future services
with respect to future filings or other offering documents will be determined at the time the
services are to be performed. ’

Should the Authority wish to include or incorporate by reference these financial statements and our
audit report thereon into an offering of exempt securities without obtaining our consent to include
or incorporate by reference our report on such financial statements, and we are not otherwise
associated with the offering document, then the Authority agrees to include the following language
in the offering document:

"BRAVER PC, our independent auditor, has not been engaged to perform and has not
performed, since the date of its report included herein, any procedures on the financial
statements addressed in that report. BRAVER PC also has not performed any procedures
relating to this official statement."






Robert B. Boyer, Chairman
Board of Directors

Kent County Water Authority
May 3, 2012

Page 3

Our Responsibility to Communicate with the Directors

While the objective of our audit of your financial statements is not to report on the Authority's
internal control and we are not obligated to search for significant deficiencies or material
weaknesses as part of our audit of the financial statements, we will communicate, in writing,

significant deficiencies or material weaknesses to the Directors to the extent they come to
our attention.

We will report to the Directors, in writing, the following matters:

* Corrected misstatements arising from the audit that could, in our judgment, either
individually or in aggregate, have a significant effect on the Authority's financial
reporting process. In this .context, corrected misstatements are proposed corrections
of the financial statements that were recorded by management and, in our judgment,
may not have been detected except through the auditing procedures performed.

* Uncorrected misstatements aggregated during the current engagement and pertaining

to the latest period presented that were determined by management to be immaterial,
both individually and in aggregate.

* Any disagreements with management or other significant difficulties encountered in
performance of our audit.

Other matters required to be communicated by auditing standards generally accepted
in the United States of America.

We will also read minutes, if any, of Director meetings for consistency with our understanding of
the communications made to you and determine that the Directors have received copies of all
material written communications between ourselves and management. We will also determine that
the Directors have been informed of i) the initial selection of, or the reasons for any change in,
significant accounting policies or their application during the period under audit, ii) the methods
used by management to account for significant unusual transactions, and iii) the effect of significant

accounting policies in controversial or emerging areas for which there is a lack of authoritative
guidance or consensus.

To the extent that they come to our attention, we will inform the Directors and management about
any material errors and any instances of fraud or illegal acts. Further, to the
extent they come to our attention, we will also communicate to the Directors fraud that
involves senior management or that, in our judgment, causes a material misstatement of the

If, during the performance of our audit procedures, circumstances arise which make it necessary to

modify our report or withdraw from the engagement, we will communicate to the Directors our
reasons for withdrawal.
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Robert B. Boyer, Chairman
Board of Directors

Kent County Water Authority
May 3, 2012

Page 4

Management Responsibilities

The management of the Authority is responsible for the fair presentation, in accordance with
U. S. generally accepted accounting principles, of the financial statements and all representations
contained therein. Management also is responsible for identifying and ensuring that the
Authority complies with laws and regulations applicable to its activities, and for informing us of
any known material violations of such laws and regulations. Management also is responsible for
preventing and detecting fraud, including the design and implementation of programs and
controls to prevent and detect fraud, for adopting sound accounting policies, and for establishing
and maintaining effective internal controls and procedures for financial reporting to maintain the
reliability of the financial statements and to provide reasonable assurance against the possibility
of misstatements that are material to the financial statements. Management is also responsible for
informing us, of which it has knowledge, of all significant deficiencies or material weaknesses in
the design or operation of such controls. The audit of the financial statements doses not relieve
management or those charged with governance of their responsibilities.

Management of the Authority also agrees that all records, documentation, and information we
request in connection with our audit will be made available to us, that all material information
will be disclosed to us, and that we will have the full cooperation of the Authority's personnel. As
required by the auditing standards generally accepted in the United States of America, we will
make specific inquiries of management about the representations embodied in the financial
statements and the effectiveness of internal control, and obtain a representation letter from
management about these matters. The responses to our inquiries, the written representations, and
the results of audit tests, among other things, comprise the evidential matter we will rely upon in
forming an opinion on the financial statements.

Management is responsible for adjusting the financial statements to correct material
misstatements and for affirming to us in the representation letter that the effects of any
uncorrected misstatements aggregated by us during the current engagement and pertaining to the
latest period presented are immaterial, both individually and in the aggregate, to the financial
statements being reported upon taken as a whole. Because of the importance of management’s
representations to the effective performance of our services, the Authority will release BRAVER
PC and its personnel from any claims, liabilities, costs, and expenses relating to our services

under this letter attributable to any known misrepresentations in the representation letter referred
to above.

Dispute Resolution

This letter shall be governed by and construed in accordance with the laws of the United States and
the State of Rhode Island.
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Dispute Resolution (Continued)

Any dispute or claim arising out of or relating to this letter between the parties, the services
provided thereunder, or any other services provided by or on behalf of BRAVER PC or any of
its subcontractors or agents to the Authority or at its request (including any dispute or claim
involving any person or entity for whose benefit the services in question are or were provided)
shall be resolved in accordance with the dispute resolution procedures set forth in Appendix II
attached hereto, which constitute the sole methodologies for the resolution of all such disputes.
By operation of this provision, the parties agree to forego litigation over such disputes in any
court of competent jurisdiction. Mediation, if selected, may take place at a location to be
designated by the parties. Arbitration shall take place in Warwick, Rhode Island. Either party
may seek to enforce any written agreement reached by the parties during mediation, or to confirm
and enforce any final award entered in arbitration, in any court of competent jurisdiction.

Notwithstanding the agreement to such procedures, either pay may seek injunctive relief to
enforce its rights with respect to the use or protection of (i) its confidential or proprietary
information or mater or (ii) its names, trademarks, service marks or logos, solely in the courts of

the State of Rhode Island or in the courts of the United States located in the State of Rhode
[sland.

Other Matters

This letter shall serve as the Authority's authorization for the use of e-mail and other electronic
methods to transmit and receive information, including confidential information, between
BRAVER PC and the Authority and between BRAVER PC and outside specialists or other entities
engaged by either BRAVER PC or the Authority. The Authority acknowledges that e-mail travels
over the public Internet, which is not a secure means of communication and, thus, confidentiality of
the transmitted information could be compromised through no fault of BRAVER PC. We will

employ commercially reasonable efforts and take appropriate precautions to protect the privacy and
confidentiality of transmitted information.

Further, for purposes of the services described in this letter only, the Authority hereby grants to
BRAVER PC a limited, revocable, non-exclusive, non-transferable, paid up and royalty-free
license, without right of sublicense, to use all names, logos, trademarks and service marks of the

Authority solely for presentations or reports to the Authority or for internal BRAVER PC
presentations and intranet sites.

The work papers for this engagement are the property of BRAVER PC. In the event BRAVER PC
is requested pursuant to subpoena or other legal process to produce its documents relating to this
engagement for the Authority in judicial or administrative proceedings to which BRAVER PC is
not a party, the Authority shall reimburse BRAVER PC at standard billing rates for its professional
time and expenses, including reasonable attorney’s fees, incurred in responding to such requests.






Robert B. Boyer, Chairman
Board of Directors

Kent County Water Authority
May 3, 2012

Page 6

Reports and F. ees, for Services

Appendix I to this letter lists the reports we will issue as part of this engagement and our fees for
professional services to be performed per this letter.

L I B

Our engagement herein is for the provision of annual audit services for the financial statements
and for the periods described in Appendix I, and it is understood that such services are provided
as a single engagement. Pursuant to our arrangement as reflected in this letter, we will provide the
services set forth in Appendix I as a single engagement for each of the Authority’s two
subsequent fiscal years, or until either the Directors or we terminate this agreement, or
mutually agree to the modification of its terms. The fees for each subsequent year will be
as set forth in our most recent audit proposal to the Authority (which is attached).

We shall be pleased to discuss this letter with you at any time. For your convenience in confirming
these arrangements, we enclose a copy of this letter. Please sign and return it to us.

Very truly yours,

il

James D. Wilkinson, CPA
Shareholder

ACCEPTED:

Kent County Water Authority

Title

Date






i,

Appendix [

Fees for Services

Based upon our discussions with and representations of management, our fees for services we
will perform are as follows:

Audit of the financial statements of the Authority

and audit of Providence Water supply Water Protection

Funds Annual Reconciliation

as of and for the year ended June 30, 2012. $26.000.00

As outlined in the Request for Proposals ("RFP"), BRAVER PC will conduct the audit in
accordance with generally accepted auditing standards and will conduct an audit of the Water
Protection Fund in accordance with the Rules of Procedures, R.I. Water Resources Board
Corporate, The Public Drinking Water Protection Program, Section 2.4 g.ii and 2.4 g.iii. At the
conclusion of our audit we will issue the following reports:

An opinion on the Authority's financial statements;

An agreed upon procedures report related to the Water Protection Fund reconciliation;
An agreed upon procedures report relative to compliance with bond debt covenants; and

A management letter containing our comments and recommendations regarding the
Authority's internal control structure.

The above estimates are based on the level of experience of the individuals who will perform the
services and include all routine expenses. Circumstances encountered during the performance of
these services that warrant additional time or, expense could cause us to be unable to deliver
them within the above estimates. We will endeavor to notify you of any such circumstances as they
are assessed.






Appendix [I

Dispute Resolution Procedures

The following procedures are the sole methodologies to be used to resolve any controversy or
claim ("dispute"). If any of these provisions are determined to be invalid or unenforceable, the

remaining provisions shall remain in effect and binding on the parties to the fullest extent
permitted by law.

Mediation

Any party may request mediation of a dispute by providing a written Request for Mediation to
the other party or parties. The mediator, as well as the time and place of the mediation, shall be
selected by agreement of the parties. Absent any other agreement to the contrary, the parties
agree to proceed in mediation using the American Arbitration Association ("AAA") Dispute
Resolution Rules for Professional Accounting and Related Services Disputes (As Amended and
Effective September 15, 2005) (the "AAA Rules"). As provided in the AAA Rules, the mediation
shall be conducted as specified by the mediator and as agreed upon by the parties.
The parties agree to discuss their differences in good faith and to attempt, with facilitation by the
mediator, to reach a consensual resolution of the dispute. The mediation shall be treated as a
settlement discussion and shall be confidential. The mediator may not testify for any party in
any later proceeding related to the dispute. No recording or transcript shall be made of the
mediation proceeding. Each party shall bear its own costs in the mediation. Absent an

agreement to the contrary, the fees and expenses of the mediator shall be shared equally by the
parties.

Arbitration

Arbitration shall be used to settle the following disputes: (1) any dispute not resolved by mediation
90 days after the issuance by one of the parties of a written Request for Mediation (or, if the parties
have agreed to enter or extend the mediation, for such longer period as the parties may agree) or (2)
any dispute in which a party declares, more than 30 days after receipt of a written Request for
Mediation, mediation to be inappropriate to resolve that dispute and initiates a Request for
Arbitration. Once commenced, the arbitration will be conducted either (1) in accordance with the
procedures in this document and the AAA rules as in effect on the date of the engagement letter or
contract between the parties, or (2) in accordance with other rules and procedures as the parties may

designate by mutual agreement. In the event of a conflict, the provisions of this document and the
AAA Rules will control.

The arbitration will be conducted before a panel of three arbitrators, two of whom may be
designated by the parties using either the AAA National Panel of Accounting and Related
Services Arbitrators or the Arbitration Rosters maintained by any JAMS in the United States. If
the parties are unable to agree on the composition of the arbitration panel, the two arbitrators
who have been designated by the parties pursuant to the preceding sentence shall designate a
third arbitrator. Any issue concerning the extent to which any dispute is subject to arbitration, or
any dispute concerning the applicability, interpretation, or enforceability of these procedures,
including any contention that all or part of these procedures are in valid or unenforceable, shall
governed by the Federal Arbitration Act and resolved by the arbitrators. No potential arbitrator shall
be appointed unless he or she has agreed in writing to abide and be bound by these procedures.






s

The arbitration panel shall issue its final award in writing. The panel shall have no power to award
non-monetary or equitable relief of any sort. Damages that are inconsistent with any applicable
agreement between the parties, that are punitive in nature, or that are not measured by the
prevailing party's actual damages, shall be unavailable in arbitration or any other forum. In no
event, even if any other portion of these provisions is held to be invalid or unenforceable, shall the
arbitration panel have power to make an award or impose a remedy that could not be made or
imposed by a court deciding the matter in the same jurisdiction.

Discovery shall be permitted in connection with the arbitration only to the extent, if any, expressly
authorized by the arbitration panel upon a showing of substantial need by the party seeking
discovery.

All aspects of the arbitration shall be treated as confidential. The parties and the arbitration panel
may disclose the existence, content or results of the arbitration only as provided in the AA A Rules.
Before making any such disclosure, a party shall give written notice to all other parties and shall
afford such parties a reasonable opportunity to protect their interests.

The award reached as a result of the arbitration will be binding on the parties, and confirmation of
the arbitration award may be sought in any court having jurisdiction.






HEiNnoLD-BanwarT, LTpD.

Certified Public Accountants

Riverfront Office Center 2400 N. Main Street East Peoria, 1L 61611-1795 Tel 309.694.425| Fax 309.694.4202

System Review Report

June 16, 2011

To the Shareholders of
Braver PC
and the National Peer Review Committee

We have reviewed the system of quality control for the accounting and auditing practice of Braver PC
(the firm) applicable to non-SEC issuers in effect for the year ended September 30, 2010. Our peer
review was conducted in accordance with the Standards for Performing and Reporting on Peer Reviews
established by the Peer Review Board of the American Institute of Certified Public Accountants. The firm
is responsible for designing a system of quality control and complying with it to provide the firm with
reasonable assurance of performing and reporting in conformity with applicable professional standards in
all material respects. Our responsibility is to express an opinion on the design of the system of quality
control and the firm's compliance therewith based on our review. The nature, objectives, scope,
limitations of, and the procedures performed in a System Review are described in the standards at
WWW.aicpa.org/prsummary.

As required by the standards, engagements selected for review included engagements performed under
Government Auditing Standards and audits of employee benefit plans.

In our opinion, the system of quality control for the accounting and auditing practice of Braver PC
applicable to non-SEC issuers in effect for the year ended September 30, 2010, has been suitably designed
and complied with to provide the firm with reasonable assurance of performing and reporting in
conformity with applicable professional standards in all material respects. Firms can receive a rating of
pass, pass with deficiency(ies) or fail. Braver PC has received a peer review rating of pass.

H JQ';V'\WM - B ﬂmhmﬂ/kw.






EXHIBIT F

Kent County Water Board Meeting

May 17, 2012
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TASK ORDER NO. 3
AGREEMENT BETWEEN
KENT COUNTY WATER AUTHORITY
AND
ENGINEER FOR SERVICES

This Task Order No. 3 is attached to and made part of the Agreement dated 8 April 2009 between
James J. Geremia & Associates, Inc. (ENGINEER) and Kent County Water Authority (OWNER) for the
Mishnock Area Water System Transmission Main Project. This Task Order describes the Scope of
Services, Time Schedule, Charges, Payment Conditions, and required Insurances for the Task Order.
In addition, ENGINEER'S original proposal (Exhibit 2) is made part of this Task Order.

1. SCOPE OF SERVICES

ENGINEER shall provide to OWNER the services outlined in the ENGINEER'S original proposal dated
March 11, 2009 as follows:

14 CONSTRUCTION ADMINISTRATION SERVICES:

ENGINEER will provide Engineering Services related to Contract Administration including the
following:

A. Shop Drawing Review

ENGINEER shall:

1. Review and approve or reject shop drawings, diagrams, illustrations, samples
and schedules, the results of tests and inspections, and other data which the
contractor is required to submit to demonstrate conformance with the design
concept of the Project in writing. These reviews will be coordinated with the
OWNER.

Approval shall only be for conformance with Contract plans and specifications,
the design concept of the Project and compliance with the terms and conditions
of the Contract Documents. The Contractor is responsible for all dimensions,
quantities and performance requirements to be confirmed and correlated at the
job site; for all information that pertains solely to the fabrication processes or to
techniques of construction; and for all coordination of the work of all trades.

2. Approval of drawings or items shall not relieve the Contractor of the
responsibility for complying with all requirements of the Contract Documents.

B. Consult and Advise Construction Matters

ENGINEER shall:

1. Conduct a pre-construction conference.

Z:\Clerical\My Documents\KCWA\REPORTS\OQ—OOS(TASKORD~3).docx 1 MARCH 21, 2012
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