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OFFICIAL MINUTES OF:

Meeting of:

Finance Committee Meeting

Date:

September 23, 2014

Time:

10:00 a.m.

MEMBERS PRESENT:

Robert Andrade, Committee Chairman

Mario Carlino
Paul Lemont
John MacQueen
Vincent Mesolella
Joan Milas

STAFF AND GUESTS PRESENT:

Raymond J. Marshall, NBC Executive Director

Thomas Uva, NBC

Jennifer Harrington, NBC
Harold Gadon, CAC

Karen Giebink, NBC

Sherri Arnold, NBC

Deborah Samson, NBC

Rich Bernier, NBC

Leah Foster, NBC

Joe Pratt, Louis Berger Group

1. Call to Order

MEMBERS ABSENT:

Michael DiChiro
Jonathan Farnum
Joseph Kimball

Linda George, Senate
Karen Musumeci, NBC
Jamie Samons, NBC
Paul Nordstrom, NBC

Vincent J. Mesolella
Chairman

Raymond J. Marshall, P.E.
Executive Director

Richard Worrell, NBC Commissioner

Kyle Connors, Hague Sahady & Company
Mary Sahady, Hague Sahady & Company

Gail Degnan, NBC

Finance Committee Chairman Robert Andrade called the September 23, 2014 Finance Committee

Meeting to order at 10:10 a.m.

2. Approval of Minutes — June 24, 2014 — Finance Committee



Chairman Andrade asked for a motion to approve the June 24, 2014 Finance Committee meeting minutes
as written. Commissioner MacQueen moved to approve the June 24, 2014 Finance Committee meeting
minutes as written. Commissioner Carlino seconded the motion. The vote taken by the Finance
Committee was unanimous. The motion carries.

3. Items for Action

A. Review of Monthly Financial Statements and Expenditures

Karen Giebink advised that the Committee members have before them the August monthly financial
report for FY2015.

She noted that NBC is two months through the fiscal year and is currently spending under budget. She
noted, however, that the Operations/Maintenance line item is slightly over budget to date, but that should
be truing up over the course of the fiscal year. She added that this has to do with the timing of the
payment of maintenance and service agreements, which are usually all up front as well as some insurance
costs.

The number of filled positions is 246 so 94 percent of the budgeted positions are currently filled. On Page
2 of the report you can see the actual vs. projected billing and we were pleasantly surprised in August
with a billing of approximately $8.3 million. This is before adjustments so that’s a nice strong billing. At
the bottom of the page it shows the amount outstanding is $12.2 million which is only slightly higher than
the total outstanding last year at this time and that’s despite a significant increase in the total amount
billed during the last twelve months.

On Page 3, Cash & Investments total $84.1 million the Investments are shown under Item B.

On Page 4 of the report, referring to long term debt and NBC vs. the SIFMA Index you can see the
VVRDB’s are still pricing exceptionally well at .05 percent. She added that NBC closed the most recent RI
Clean Water Finance loan on March 6, 2014 and that NBC still has some proceeds available from that
financing.

The total amount of debt outstanding is $629.8 million. On Page 5 of the report, with respect to
outstanding debt, approximately 9 percent is in variable rate mode. The available Capital Funds total
$63.9 million and the majority of that relates to the SRF 17 loan proceeds as well $28.5 million in the
restricted account which in turn reflects the debt service coverage carry forward excess that was
transferred last month of approximately $10.7 million.

The Capital Payments by month and source are shown on the next page. There is also information related
to the Non-Union Defined Benefit plan assets. We were at approximately $9.9 million at the end of
August.

Ms. Giebink stated that she wanted to mention three other items. The Board had authorized last year, if
we finished under budget in the personnel portion of the budget, that if there were funds available we
could make an additional contribution to the Non-Union Defined Benefit (NUDB) plan and we did in fact
do that. This authorization was conditional on NBC’s ability to still meet the coverage requirements and
we were able to. So while meeting coverage requirements we deposited a total of $315,000 additional into
the NUDB plan bringing us up closer to the maximum that could be contributed per the actuarial report
from Angell Pension.



She also noted that NBC is in the process of refunding the 2005 Series A Bonds. The net present value
savings based on the analysis that was done on August 27" are $4.7 million which is a savings of 10.3
percent which is well in excess of the industry standards of a 3 percent savings so we are moving forward
with that process. She added that NBC also had its AA- credit rating reaffirmed by Standard and Poor’s
on September 12",

She also mentioned that NBC did enter into a Settlement Agreement on the most recent rate case with the
Division of Public Utilities. Ms. Giebink stated that the Public Utilities Commission conducted a hearing
and at the PUC’s open meeting on last Friday they made a few minor tweaks to the Settlement
Agreement. They did not want to pay for the maintenance of the fish tanks. The cost is about $3,000 so
we will be making that adjustment and a few other minor adjustments as well but overall we anticipate
making a compliance filing shortly so the new rates would go into effect | believe as of the date of the
open meeting which was September 19™ It’s an approximately 4.02 percent increase in rates and that is
comprised of two components. One is a rate based adjustment and the other is an actual increase in the
revenue, cost of service.

Ms. Giebink noted that attached to her report are the Monthly Financial Statements, the detailed Budget
vs. Actual report and the monthly Budget Transfers.

This concluded Ms. Giebink’s report.
B. Consideration of Purchase Requisition

Mr. Marshall stated the Committee members have before them a list of Purchase Requisitions greater than
$10,000. All of these items were included in the FY2015 Budget that was passed in June and therefore
none require the Committee’s approval.

The members also have a list of budget transfers for the month of June, July and August 2014.

C. Consideration of Personnel Actions

None.

D. Review and Approval of Resolution 2014:23; Authorization to Approve and
Accept The Comprehensive Annual Financial Report for Fiscal Year 2014

Ms. Giebink advised that we have with us today Mary Sahady and Kyle Connors from Hague, Sahady &
Co., and they performed the audit this year, it was our first year with us. They will be making today’s
presentation.

Ms. Giebink also stated that she would like to acknowledge Leah Foster of NBC who is also critical to the
success of the audit.

Ms. Sahady stated that she is a principal with the firm of Hague, Sahady & Company and this is the first
year that we have performed the audit of the Narragansett Bay Commission. She noted that Kyle Connors
is the manager with our company and he was the manager in charge of this engagement. She added that
specific questions can go to Kyle and that the overall review and financial analyses with the regard to the
Commission was her responsibility.



Ms. Sahady began by thanking Karen Giebink, Leah Foster and NBC staff and advised that the
Commission should be very proud of the work that they do. She stated that one of the comments she
made during the exit conference is that it was really a pleasure to have Finance and Accounting staff that
is able to provide you as a members of the Finance Committee and of the Board monthly information that
is accurate. We had very few audit entries and most of the entries were either client prepared meaning
Leah and Kyle talked about the entry in advance and they were in agreement that the entry needed to be
made or a year end entry that we will talk about just briefly when we talk about the new standards on
pensions but the last minute entry what your actuary was able to provide to both Karen and Leah in order
to push through these particular financial statements and there will be some changes going forward in
FY15 as well.

As it relates to NBC’s FY 2014 financial statements, that is really what we are here for and what the
Board is here to accept today. Ms. Sahady said that she was happy to report that NBC’s profits this year
or the increase in net position was $25 million dollars. That’s very significant and the Board should be
very proud of that in terms of being able to manage a budget as large as NBC’s budget and be able to
have those kinds of increases in your net position.

The net position increase in FY 2013 was close to$21 million dollars so NBC is approximately $4 million
dollars over even last year’s increase in net position. A lot of that resulted from Board approved 9.66
percent increase in user fees. NBC also had this last year the wind turbines provided NBC an additional
$400,000 of revenue which was an increase to the bottom line that NBC did not have in the prior year.
Ms. Shaday then directed the Committee’s attention to the draft Audit that each Commissioner had in
front of them and specifically pages 59 and 60 that include a breakdown of the last 10 years’ worth of
revenue and expenses by category. Looking at the User Fees, she noted that they went from $77 million
to $89 million so there was an $11 million dollar increase in the User Fees alone. She said that there were
also some small increases in the late charges and penalties.

Ms. Sahady noted that the expenditures are reflected on Page 60 the majority of the expenditures are the
usual increases due to cost of living increases and salary and wages and that interest expenses went up
significantly. So this year alone NBC is showing as part of its net position a net investment in capital
assets of $330 million dollars but as noted NBC is continuing on with projects that they have on hand.
Also NBC is still partnering with Rl Clean Water with another $45 million in debt to RICWFA. NBC did
a revenue bond of $37 million so NBC is increasing its debt but at the same time NBC’s fixed assets are
increasing. So, although NBC has placed in service which is projects that have been completed over $48
million dollars this year NBC also included projects that are construction projects of over $40 million
dollars. So, all of NBC’s staff not only the Finance staff who we have worked with but the Engineers and
all of your staff , have done a great job at keeping this organization above the curve in terms of progress
and moving on with these projects.

With all of that said NBC’s financial statements changed a little bit over last year. She noted that there
was a restatement in the financial statements and it has to do with moving the bond expenses those
expenses in terms of the GASB required the movement of those amounts that were previously reflected
on the balance sheet into the equity section. She added that there you would not normally have a
restatement, and that a lot of times a restatement has to do with an error in a previous year, but in this case
it has nothing to do with an error rather it has to do with a change in an accounting standard and this
required us to restate the prior year.

She added that the other difference is that if you compare your financial statements from one year to the
next this particular year has deferred inflows and deferred outflows reflected. The deferred inflows and
the deferred outflows are not anything new it just has to do with the disclosure of certain items. The
deferred inflows have to do with the unbilled revenue, which is unearned revenue that is billed in advance
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and that is considered a deferred inflow. In the past it would have been in the liability section of the
financial statements as deferred revenue. That is also true for any deferred outflow that NBC has. NBC
had a loss on the refunding debt that appeared before this prior year but it is being reflected on the
statements now as a deferred outflow. It is a little different presentation than before and those statements
the Statement of Net Position are shown on Pages 24 and 25 of the document.

Ms. Sahady then reiterated the results of the audit in regard to NBC’s Change in Net Position, Increase in
NBC’s Financial Position, Operating Revenue, Operating Expenses, Long Term Debt, and Supplementary
Information-Budget to Actual. Ms. Sahady noted that when looking at the budgeted expenses in almost
every instance NBC is turning back a favorable variance. There were a couple of instances where the
budget was overspent but in totality NBC underspent the operating budget by $4.8 million dollars.

This concluded Ms. Sahady presentation and she asked if there were any questions.

Chairman Mesolella had questions regarding Page 25 and the new item on the financial statement which
is the unearned revenue billed and asked for an example of unearned revenue billed.

Ms. Sahady stated that unearned revenue billed in advance might be if you have a bill on June 30 for an
example but it is not for services until July so it is being sent out in advance.

Chairman Mesolella asked for an example of that.

Ms. Giebink advised that the pretreatment bills that are invoiced in advance are an example as opposed to
service charges.

There were no further questions from the Committee.

Commissioner MacQueen motioned to approve Resolution 2014:23; Authorization to Approve and
Accept the Comprehensive Annual Financial Report for Fiscal Year 2014. Commissioner Carlino
seconded the motion and the vote taken by the Finance Committee was unanimous. The motion carries.

E. Review and Approval of Resolution 2014:24; Authorization to Approve and
Accept the Single Audit Report for Fiscal Year 2014

Ms. Giebink advised that this is a single audit report that is required do to the fact that we received federal
awards. Last year was the first year that NBC was required to have a single audit completed because we
are no longer considered a component unit of the State of Rhode Island so we then met the threshold.

Ms. Sahady also stated that in the past NBC was a component unit of the State of Rhode Island so they
did the single audit requirements with regard to the one program that NBC receives federal money on.
Basically the single audit is a compliance audit that comes out of Washington that requires us to do audit
work on the specific compliance requirements as to the grant that NBC has from the federal government.
NBC'’s grant does come through the state but it is still attached to federal money and because NBC
receives more than the minimal amount of federal dollars NBC is required to have a compliance audit
done. It’s referred to as a single audit but it is really a compliance audit.

We are going in and auditing things that are sometimes non- financial like Davis Bacon, property and
equipment, etc. looking at the compliance component of the monies that have been received that are
federal.



This particular year when we looked at the compliance requirements there were no findings. We will now
take this report together with the financial statement reports and we will upload it to something that’s
called the federal clearing house. Anyone can research this federal clearing house and determine who is
receiving federal money, how much and what findings or recommendations have been made.

This completed Ms. Sahady’s presentation.
Commissioner MacQueen motioned to approve Resolution 2014:24; Authorization to Approve and

Accept The Single Audit Report For Fiscal Year 2014. Commissioner Milas seconded the motion and the
vote taken by the Finance Committee was unanimous. The motion carries.

4, Other Business

5. Adjournment

A motion to adjourn was made by Commissioner MacQueen seconded by NBC Chairman Mesolella and
the Finance Committee meeting adjourned at 10:39 a.m.

Respectfully submitted,

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




