KENT COUNTY WATER AUTHORITY

MINUTES OF THE MEETING
OF THE BOARD

January 17, 2013

A regular meeting of the Board of Directors of the Kent County Water Authority was
held on the 17™ day of January, 2013, 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. Chairman Boyer, Board Members
Vice-Chairman Masterson, Mr. Gallucci and Mr. Inman were present together, along with the
General Manager/Chief Engineer Timothy J. Brown, legal counsel Patrick J. Sullivan, Esq. as
well as Mr. Duscheneau and Jo-Anne Gershkoff and Mr. Simmons. Mr. Simmons led the group
in the pledge of allegiance.

APPROVAL OF THE MINUTES
The minutes of the regular board meeting of December 20, 2012 were presented for

approval. Mr. Masterson moved passage, seconded by Mr. Inman and the minutes were
unanimously approved.

LEGAL MATTERS

Legal counsel Patrick J. Sullivan updated the Board on the Central Coventry Fire District
receivership. He reports that the Authority received a claim form from the special
master/receiver Mr. Land. The language on the claim form was boiler-plate in nature, but
referred to the claim as being a general unsecured claim. Mr. Sullivan instructed the General
Manager to strike that language and to replace it with the fact that the claim is a secured, priority
claim. The General Manager reports to the Board that the claim has been filed.

Mr. Sullivan also reports that he had little success with Commerce Park companies at the
Centre of New England and collected only $10,000.00 after repeated contacts with Commerce
Park, as directed by the board at the December 2012 meeting. In addition, Mr. Sullivan reports
that he notified the largest commercial tenants at the Centre of New England of the severe
delinquency, and that a potential termination of service may occur without further notice to the
individual tenant. He reports that he has been contacted by the attorney for the Marriott
Residence Inn and was told that the hotel was very concerned about the potential termination of
service, and if the disconnection was imminent, that the hotel was willing to wire funds to cover
their portion of the delinquency immediately. The attorney was advised that the customer is
Commerce Park Management, LLC and individual shutoffs were not possible as there are only
two master meters. The attorney for the Marriott indicated that he was going to spearhead an
effort to attempt to coordinate the major tenants to contribute to pay the arrearage, and simply



withhold other fees they each owe Commerce Park Management, LLC. Mr. Sullivan expressed
to the board his confidence that the efforts of the major tenants would ultimately be successful.
The board directed him to continue on that path and report back.

Mr. Sullivan adds that there was a notice of foreclosure on what appears to be the entire
parcel known as the Center of New England in today’s Providence Journal. The foreclosure is
scheduled for February 7, 2013.

Finally, Mr. Sullivan informs the board that pursuant to their request on the Industrial
Lane, West Warwick agenda item at the December 2012 meeting, he has prepared the Escrow
Agreement between the Kent County Water Authority and the Town of West Warwick that puts
the $37,600.00 into an escrow account to be held by the Authority. The funds can only be
released by a written document that is signed by both the Authority and the Town certifying that
they agree that the roadway is sufficiently complete to the satisfaction of both parties. There is
no obligation to notify the town that the time is elapsing, and at the close of twenty four (24)
months, if the roadway isn’t completed, the Authority, at its sole discretion, may simply
withdraw the funds and close the escrow account. The board directed legal counsel to forward
the agreement to the Town of West Warwick for their consideration prior to the next meeting.

Director of Finance Report (Attachment “A”)

Jo-Ann Gershkoff, Finance Director, explained and submitted the financial report. She
introduced and explained the Statement of Cash Location FY 2012-2013 (through December 31
2012) and the Statement of Revenues, Expenditures and Changes in Fund Balance as of
November 30, 2012 attached as exhibit “A”. A thorough discussion ensued by the board with
regard to the sales and revenue.

Chairman Boyer noted that the expense for purchasing water has been steadily decreasing. The
General Manager indicated that winter sales are down considerably. Mr. Brown added that the
sales in December 2012 are the lowest in twenty-three (23) years. He further added that these
numbers are a good argument to Division for access to the restricted receipt account.

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 Statement of Cash Location FY 2012-2013 (through December 2012)
and the Statement of Revenues, Expenditures and Changes in Fund Balance as of
November 30, 2012 attached as exhibit “A”, be approved as presented and be
incorporated herein and are made a part hereof.

Point of Personal Privilege & Communication

Chairman Boyer wished all in attendance a happy new year. The remainder of the Board echoed
the sentiment.



Mr. Masterson offered that the current development of the former On Semiconductor site in East
Greenwich, which was previously vacant, should increase water sales for the Authority.

GENERAL MANAGER/CHIEF ENGINEER’S REPORT

GENERAL:
Restricted Operating Filing

General Manager reports that the filing was complete and although Division disagreed with the
Authority’s interpretation, Mr. Brown indicated that, at the end of the day, they ultimately
agreed. The Authority has until the 25" to give its counter position. Mr. Brown reminds the
Board that $607,000.00 was requested.

CCFD Receivership - KCWA Billings

General Manager Brown reports that the claim has been filed with the special master/receiver
Mr. Land. The Central Coventry Fire District has paid down some of their balance. He reports a
prior payment of $45,000.00, leaving a balance of $34,000.00. In addition, the December bill
has gone out with an additional charge of $47,000.00.

Division Hearing — Service Availability — Appeal — DOH Review

General Manager reports that the case of IN RE: DOCKET NO. D-111-45 COMPLAINT
FILING BY GREGORY M. DECUBELLIS AGAINST THE KENT COUNTY WATER
AUTHORITY has been appealed to the Superior Court for Providence County, and that it was
filed today. Mr. Brown reports that the appeal should be decided by a Judge, and that decision
will protect the Authority against complaints that he fully expects from the rate payers. Mr.
Boyer asked about the scope of the legal work and whether it only relies briefs, to which Mr.
Brown confirmed. Mr. Brown indicates that the appeal is memoranda and briefs only, and not a
full trial, and that the Court will render a written decision.

642 Washington Street, Status of Engineering Review

General Manager Brown discussed the ongoing situation at the Shell Station located at 642
Washington Street in Coventry. He reminded the Board that this involves the soil contaminated
with gasoline that surrounds the main that traverses the Shell Station Property. He offered a
draft of the Final Report from our consultant, and advised the Board that the consultant offers
options, but the draft Final Report ultimately opines that the pipe be completely replaced. Mr.
Brown further indicates that he is awaiting letters from both the Department of Environmental
Management and the Department of Health, and he believes that the matter will ultimately end
up in litigation.

Chairman Boyer indicates his dismay at the fact that our attempts at notification of the same
agencies were ignored.



Mr. Brown agreed, and indicates that there is a high level of gasoline that DEM and the owners
allowed to remain in the ground around our water main. He indicated that the replacement
would involve a 10°-15" swath to be cut across their parking lot.

Mr. Masterson inquires about the easement that the Authority may have. Mr. Brown replies that
the easement is prescriptive at best, and there is no recorded easement. He indicates that the line
was there much prior to the erection of the gas station there. He indicated there is a historical
context contained in the consultant’s report.

Mr. Boyer requested Mr. Brown obtain an as built from the owner.
IFR 2009B Industrial Lane, West Warwick - Paving Issue Agreement
Mr. Brown reports that Mr. Sullivan covered this issue in the Legal Matter portion of the agenda.

Cross Connection Surveys

General Manager Brown reports that state law requires cross connection surveys of our customer
base. The Authority has begun reviewing all commercial and industrial customers for their
compliance with the law.

Mr. Boyer reminds the Board that this is required by the state.
Discoloration Main Street, Scituate — DOH complaint

General Manager Brown discusses the recent gradient change around Seven Mile Road and
Hope Road areas in the Scituate/Cranston border area. He indicates that residents had
complained to the Department of Health regarding discolored water. Mr. Brown indicates that it
appears that the increased water flow may have dislodged tubercles from the pipe during
pressure testing and flushing, and they bled into the water carried by the cast iron pipe. The pipe
is being flushed and checked every two days. He indicated that the Department of Health, Ms.
Swallow, had given the Authority until spring to resolve the problem. Mr. Brown indicates the
flushing will continue every two days. He further reminds the Board that this is a condition in
cast iron pipes and illustrates a good reason to continue to continue to replace these pipes. Mr.
Brown indicates that if it isn’t resolved by the February 2013 meeting, he will recommend
replacement.

Mr. Boyer added that there appears to be a discoloration of the water in the Artic area. Mr.
Brown promised to look into that right away.

RFP Water Rate Consultant

General Manager Brown indicates that he has solicited proposals for water rate consultants, as a
filing by the Providence Water Supply is expected at the end of this month for a pass-through
rate case. One response was received, and the consultant that had applied, Woodcock &
Associates, was the same as the Authority had previously used. Mr. Brown recommends
approval of the proposal for one year, with an option to extend it for an additional two years.



Mr. Masterson moved and seconded by Mr. Inman to approve and accept the proposal from
Woodcock & Associates for water rate consulting for a period of one year, with an option to
extend for an additional two years.

Upon Motion duly made and seconded, it was unanimously,

VOTED: That the Board approves and accepts the proposal from Woodcock &
Associates for water rate consulting for a period of one year, with an option to extend for
an additional two years.

Employee Vacation Policy Request

Mr. Brown submitted a request to the Board on behalf of employee Ms. Heard and other long-
term employees. The request asks for a modification to the vacation policy as a reward for the
long-term employees’ loyalty. Mr. Brown explains that the request is for longer serving
employees, twenty (20) years and above, for an additional period of vacation each year. He
advises the Board that currently, after fifteen (15) years, the employee reaches the maximum of
twenty (20) days of vacation per year. This vacation can only be taken two (2) consecutive
weeks at a time so as to avoid disruption.

Mr. Boyer led the discussion, asking if there were any comparable policies investigated? Mr.
Brown said there were none at this time. Mr. Boyer continued, indicating that thirty (30) days
seemed reasonable for a maximum amount for the most senior employees, such as twenty five
(25) years and on. Mr. Boyer also suggested twenty-five (25) vacation days for those with
twenty (20) years of service as well.

Mr. Gallucci asked about the vacation benefit and if unused days were paid out at retirement.
Mr. Brown replied that the current policy is that only one year can be carried over to the next, so
that a maximum of two years of vacation can be in an employees account at any given time. The
employee may use them or be compensated for that maximum at retirement.

Mr. Brown also reminded the board that the employees enjoy only five (5) sick days per year.
Employees are rewarded with full payment for these days at the end of each year for an incentive
not to use them. He advised the Board that the policy works, as last year there was only a 36%
utilization overall.

Mr. Masterson indicated that the sick time utilization by employees was impressive and does
indeed show loyalty to the company.

Mr. Brown indicated that he would not make a recommendation to the Board in their decision
process as it could ultimately affect his own status, and requested the Board make the entire
decision without his recommendation.

Mr. Boyer asked Mr. Brown for a detailed report for the next meeting on his suggestions.

Rhode Island Tax Waiver Request



The RI Division of Taxation has requested the Authority extend the deadline for the Division of
Taxation to conduct its tax review of the Authority. Mr. Brown explained that the process was
essentially an audit regarding the sales and use tax waiver. They are looking for problems in
collecting or exempting sales and/or use taxes by the Authority. Mr. Brown indicates that this
occurs every couple of years and recommends passage.

Mr. Galucci moved and seconded by Mr. Masterson to extend the deadline for the tax review by
the Division of Taxation and to authorize the Chairman to sign any agreement to accomplish said
extension.

Upon Motion duly made and seconded, it was unanimously,

VOTED: That the Board approves the request by the Division of Taxation to extend the
deadline for the Division of Taxation to conduct the tax review and authorizes the
Chairman to execute any and all documents to accomplish said extension.

CAPITAL PROJECTS:

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

The General Manager reports the project is moving along quite well. He estimates,
although the project is behind schedule, it is projected to be completed in April 2013. He went
on to say he would not consider liquidated damages as of this point in time, and will examine if
the Authority was truly damaged as a result of the extension of the schedule. A valve issue has
arisen and new valves have been ordered, and this may cause a small extension of time for
completion.

INFRASTRUCTURE PROJECTS

IFR 2009B (Construction Status)
The General Manager reports that construction is complete and final payment remains
IFR 2010A (Winter Shut Down)

The General Manager reports that this project has been shut down for winter as of this
week. All services have been installed as of today.

IFR 2010B (Winter Shut Down)

The General Manager informs the board that this project has also been shut down for
winter and advised the Board to expect a spring construction startup.

Quaker Lane Pump Station Upgrade (Construction Status)

The General Manager reports that this has also been shut down for the winter, with a



spring construction startup.
Tech Park Storage Tank Painting

The General Manager reports to the board that this project is currently in the process of being
rebid. The RFP was in the Providence Journal today for proposals.

Water Street Replacement (Construction Status)
The General Manager reports that the water line replacement portion of this job is
complete, with the small exception of an area near the Harborside Restaurant. Both the water

line replacement as well as the sewer line replacement jobs are being shut down for winter.

There being no further business before this meeting, on motion duly made by Mr. Inman,
seconded by Mr. Gallucci and carried, the meeting was adjourned at 4:16 p.m.

Dated: December 29, 2012

Legal Counsel



