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Bristol County Water Authority

2010 Annual Report

Chairman's Message
By John M. Jannitto, Chairman

This past year has been a lean year for water
sales which were down by 85 million
gallons from the previous year.

Nevertheless, we have made much progress
and are getting ready to implement Phase II
Improvements to our Water Treatment Plant
in Warren. With the full support of the
Rhode Island Water Resources Board, the
Engineering Firm of Camp Dresser &
McKee was hired to conduct a feasibility
study of the Plant in order to evaluate what
options are available to increase water
production. Once necessary improvements
are made, the Plant will be able to produce
more drinking water and lower the purchase
of water from the City of Providence.

We have also made progress in finalizing the
engineering and design of a new Shad
Pipeline, through which we draw water from
our own reservoirs. This very important
project will be partially funded thanks to the
approval by the RI voters of a $5 million-
dollar bond referendum.

By obtaining a $5.5 million low-interest loan
from the RI Clean Water Finance Agency,
we have made substantial progress with our
Water Meter Replacement Program, our
Water Main Installation Program and with
the rehabilitation of our storage tanks.

With these improvements we are confident
that we will continue to supply our
customers with a continuous supply of safe,
reliable and high quality drinking water.
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Report of the Executive Director
By Pasquale DeLise, P.E.

In June 2001, the BCWA and the Rhode
Island Water Resources Board (RIWRB)
completed a comprehensive feasibility study
of BCWA’s Child Street Water Treatment
Plant, located in Warren, Rhode Island, and
the Shad Pipeline which transports raw
water to the Kickemuit Reservoir and the
Water Treatment Plant. The Shad Pipeline,
built'in 1908, is approximately 5 miles long,
starting in Rehoboth, Massachusetts, and
ending at our Kickemuit Reservoir in
Warren, Rhode Island.

In September 2002, as a result of the above
mentioned feasibility study and with the full
support and funding from the RTWRB and
the State of Rhode Island, the BCWA began
Phase I of a comprehensive rehabilitation
Project of its Child Street Water Treatment
Plant, with an expected Project duration for
Phase I Engineering and Construction of
approximately 36 months, at a cost of
approximately $1.7 million.

The Water Treatment Plant was shut-down
on December 21, 2001, and since that day
the . entire County was supplied by
Providence = water  transported: from
Providence and across Narragansett Bay
through the BCW A East Bay Pipeline.

The components of this major rehabilitation
Project for the Plant were the following:

a. Installation of in-line Chemical Static
Mixer .

b. Chemical addition relocation

c. Installation of Axial Flow Flocculators

d. Installation of Tube Settlers in the
Primary Clarifier

e. Filter media replacement

f. Filter underdrain replacement

s

Installation of Turbimeters

Installation of raw water Venturi Meter
Clarifier sand-blasting and repainting
New Air Blowers and installation of Air
Scouring System in Filters

Installation of new Backwash Pump for
Filters '

Installation of a new chlorine dioxide
generator.

Drain Pipe replacement in Filter gallery
to increase backwash rate capabilities for
Filters

Several structural repairs to the WTP
concrete walls and floor slabs
Replacement of WTP existing 16-inch
and 18-inch piping and valves
Rehabilitation of back-wash water
clarifier

The above improvements were necessary to
meet EPA Standards Stage I Disinfection
and Disinfection By-Product Rule and the
Interim Enhanced Surface Water Treatment
Rule, which became effective on January 1,
2002.

Upon completion of these Phase 1
improvements in the summer of 2004 the
Water Treatment Plant was operated in
piloting phase to December 2005 at which
time the Plant resumed water treatment
operations providing approximately 20% of
the County water demand with 80% of the
demand still being transported from
Providence.

We are in the process now of commencing
Phase II Improvements to the Plant, which
will enable greater water production and
thus less dependency on Providence Water.
Increasing Plant capacity is beneficial not
only to the Authority, but is also beneficial
to the State of Rhode Island as a greater
amount of Providence water will be made
available to other communities.
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In years 2005 and 2006, a major portion of
the existing Shad Pipeline was repaired at a
cost of $175,000 and concurrently,
Dewberry Engineering was hired for the
engineering and design of a new Shad
Pipeline. This project is expected to have a
6-year duration.

For nearly 20 years, BCWA has aggressively
pursued the goal of providing an adequate
and reliable supply of drinking water to the
people of Bristol County. We have replaced
more than 55 miles of pipe that convey and
distribute drinking water to people’s homes
and assure protection against fires; We have
purchased watershed land to protect our

reservoirs; We have established and
implemented  preventive  maintenance
programs, leak-detection programs and

distribution system flushing programs. We
have designed and built numerous
supplemental water treatment components in
our water treatment facilities. We have
repaired anything that has broken. And, we
have built the East Bay Pipeline.

From the building of the Scituate Reservoir
and for the last 100 years, no other project in
the drinking water industry of the State of
Rhode Island has paralleled the East Bay
Pipeline. Its realization involved the
collaborative efforts of the Authority, the
Rhode Island Water Resources Board, State
legislators, many Federal, State, and Local
environmental agencies, the towns of
Bristol, Warren and Barrington, the cities of
Providence and East Providence and several
hundreds of planners, engineers, builders
and laborers. After more than two decades
of planning, the Pipeline took nine years for
engineering and design, and nearly five years
for construction. The 50,000-foot long pipe
crosses three waterways, including the
Providence River, the most difficult and

longest water crossing of its kind ever
attempted in the State of Rhode Island and
reportedly in the world. Remarkably and to
the astonishment of many, the crossing was
accomplished with no impact to the aquatic
life and environment of the river or its
shorelines. It was done by drilling a tunnel,
4,600 feet long and 3 feet in diameter,
through the volcanic bedrock strata of the
earth at depths to 160 feet below the
riverbed. The drilling continued for six
months, twenty-four hours a day, seven days
a week. Its cost of $17 million is half the
cost of the entire project of more than $34
million which, in addition to the Providence
River crossing, includes two pumping
stations, two meter vaults, two additional
water crossings at Bullocks Cove and at the
Warren River, the installation of 45,000 feet
of pipeline from Providence to Warren, and
the purchase of several parcels of land along
its way.

Like the Scituate Reservoir, the East Bay
Pipeline meets the denomination of true
great projects. It was built on the
foundations of earlier efforts, it required the
sharing of strength and skills of many and it
will make Bristol County a better place to
live. It’s of a higher purpose, something that
not only makes a difference in people’s
lives, but also has a lasting impact. It will
sustain itself because it is able to generate its
own wealth.

The Pipeline has, in fact, changed the way of
life in Bristol County. With the East Bay
Pipeline, our customers no longer need to
worry about water restrictions unless a
statewide drought emergency is in effect..

It can definitely be said that much has been

done. We could even say that history has
been made. However, more needs to be
done. With or without the FEast Bay
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Pipeline, water is still our most valuable
natural resource. It’s not only indispensable
for our survival, like oxygen, but its
preservation will assure the future well-
being of our children and their children.

For the past decade, with the opening of the
East Bay Pipeline in December 1998, we
have proof that, with our connection to
Providence, we have essentially an unlimited
supply of water. However, we could still be
vulnerable to water shortages should our
connection with  Providence become
temporarily inoperable or unavailable for
whatever reason.

Therefore, with the full support of the Rhode
Island Water Resources Board, we are taking
all the necessary steps toward the long-term
rehabilitation and long-term availability of
our reservoirs, our treatment plant and our
raw water transmission pipelines. To
preserve and protect our water resources is
our new challenge for the 21* Century.

Our mission continues to be the
maintenance, the treatment and distribution
and, since  December 1998, the

transportation from Providence, of a healthy
and reliable drinking water supply for our
~needs and our enjoyment and for the
protection of life and property.

Distribution System Improvements

To date, approximately 55 miles of water -

mains have been replaced at a cost of over
$14 million.

Drinking Water Quality

A continuous and reliable supply of high
quality drinking water for all of our
customers is a goal that we at the BCWA
relentlessly pursue. This is by no means an
easy task. EPA amendments to the Safe
Drinking Water Act have required, since the

very beginning of the Act, compliance to
higher level and stricter control of water
treatment methods. Challenges include
maintaining compliance with the Interim
Enhanced Surface Water Treatment Rule,
Disinfectant/Disinfection By-Products Rule
and the Lead and Copper Rule. These new
standards improve control of microbial
contaminants in surface water systems and
tighten regulations for by-products that are
formed when disinfectants are added to
control microbial contaminants,

One primary focus of the new regulations is
stricter control of cryptosporidium, a
microorganism that has been responsible for
several waterborne disease outbreaks around
the world in recent years. The second major
focus of these new regulations is improved
control of disinfection by-products,
including trihalomethanes and haloacetic
acids.

Under normal operating conditions, more
than 60,000 analyses per year are performed
for maintaining compliance with the Safe
Drinking Water Act. In addition, a large
number of analyses of our raw water are
performed. by the Department of Health.
These analyses are required to assure water
quality and the efficient maintenance of our
treatment process and for compliance
reporting to the Department of Health.

Consumer Confidence Report

The 1996 Safe Drinking Water Act
Amendments, as part of their new
requirements, state that all community water
systems must provide citizens with an
annual report concerning the quality of their
drinking water. We published our first
Consumer Confidence Report (CCR) in
October 1999. The source of water, plainly
worded definitions of pertinent terms,
information on variances, the reporting of
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violations if any, and exemptions and
substantive information on compliance with
national primary drinking water standards
are some of the items that can be found in
the CCR. Each year, the BCWA distributes
the CCR to all citizens of Bristol, Barrington
and Warren.

System Delivery

Reservoirs 423,153,000 gallons
Providence 846,342,000 gallons

1,269,495,000 gallons

$181

Maximum Day Demand - 4.519 MG
(8/18/09)

Average Day Demand — 3.478 MG

Rainfall — 57.91”

Transmission & Distribution

New mains installed in developments and
replacement mains in existing streets totaled
9,304 feet. Transmission and distribution
mains in service now total more than 233
miles. Seventy-five (75) new water services
were installed, twenty-four (24) old water
services were replaced and thirty-one (31)
old services were retired. Service
connections now total 16,729. Three (3)
new hydrants were installed and seven (7)
old hydrants were replaced.

Cost of Water

The illustration below shows the allocation
of a FY10 water bill and its cost
components.

$65

$28

$19:

$46

$126

$465

FY 2010 Average Yearly
Residential Water Bill

38%

14%

6%

4%

10%

27%

100%
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Water Consumption and Production

The illustration below shows a history of the County’s water consumption, BCWA’s own water production, and water purchased, in
conjunction with pertinent time lines of the construction of the East Bay Pipeline, the operation and test of the Pipeline, drought

conditions, and the enabling of the Bristol County Water Supply Act.

2000
Bristol County .
Water Supply Act Water Consumption, the past 16 Years
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) County's Total Water Consumption ———.
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BCWA purchases and transports additional
water from East Providence. but is not able
to supply normal daily water demand

BCWA purchases

and transports

additional water from
I Providence and is able

to supply normal daily

water demand

-

BCWA purchases and
transports all water it needs
from Providence while
implementing Phase 1

- Improvements to its Water

Treatment Plant in Warren

>

FY06 FYo7 FY08 FY09 FY10

BCWA purchases and transports
most of the water it needs from
Providence as its WTP. in
operation and treating water,
undergoes Phase Il Improvements

-
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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Bristol County Water Authority
Warren, Rhode Island

We have audited the accompanying financial statements of the Bristol County Water Authority as
of and for the year ended February 28, 2010, as listed in the table of contents. These financial statements
are the responsibility of the Authority’'s management. Our responsibility is to express an opinion on-these
financial statements based on our audit. The financial statements of the Bristol County Water Authority as
of February 28, 2009, were audited by other auditors whose report dated May 21, 2009, expressed an
unqualified opinion on those statements.

" We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Bristol County Water Authority, as of February 28, 2010, and the
respective changes in financial position and cash flows, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

As described in Note 1 to the financial statements, the Authority adopted the provisions of
Governmental Accounting Standards Board Statement No. 45 Accounting and Financial Reporting by
Employers for Post —-Employment Benefits Other than Pensions, for the year ended February 28, 2010.

Cayer Caccia, LLP | Certified Public Accountants and Business Consultants
931 Jefferson Boulevard, Suite 2007, Warwick, RI 02886 | Phone: (401) 732-8900 | Fax: (401) 732-8920 | www.cayercaccia.com



The Management’s Discussion and Analysis and supplementary pension information on pages 3 —
18 and on page 39 are not a required part of the basic financial statements but is supplementary
information required by accounting principies generally accepted in the United States of America. We
have applied certain limited procedures, which consisted principally of inquires of management regarding
the methods of measurement and presentation of the required supplementary information. However, we
did not audit this information and express no opinion on it. :

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Bristol County Water Authority's basic financial statements. The other
supplementary information on pages 40 — 42 is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audits of the basic financial statements and, in our opinion, is fairly stated in all
material respects, in relation to the basic financial statements taken as a whole.



2010 MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Authority's annual financial report presents our analysis of the Authority’s financial
performance during the fiscal years that ended on February 28, 2010 and February 28, 2009. Please
read it in conjunction with the Financial Statements, which follow this section.

FINANCIAL HIGHLIGHTS - 2010

e The Authority’s net assets decreased by $0.1 million or 0.2 percent.

e During the year the Authority's revenues decreased to $9.3 million or 5.1 percent, while
expenses increased to $9.5 million or 4.4 percent.

e The Authority borrowed $2.3 million during the year from Rhode Island Clean Water
Finance Agency to finance specified Capital Improvement Projects.

e The Authority incurred a charge to operating expenses of $0.5 million for a net OPEB
obligation required under GASB 45.

FINANCIAL HIGHLIGHTS - 2009

e The Authority’s net assets increased by $1.0 million or 2.2 percent.

e During the year the Authority's revenues decreased to $9.8 million or 3.0 percent, while
expenses increased to $9.1 million or 2.2 percent.

e The Authority incurred major unexpected costs to maintain its East Bay Pipeline during the
year. These costs account for the increase in other operating expense of $0.2 million or
3.0 percent.

e The Authority entered into an agreement to borrow $5.5 million from Rhode Island Clean
Water Finance Agency to finance specified capital improvement projects.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts; Management's Discussion and Analysis, Financial
Statements, and Supplementary Information. The Financial Statements also include notes that
explain in more detail some of the information in the Financial Statements.

REQUIRED FINANCIAL STATEMENTS

The Financial Statements of the Authority report information about the Authority using accounting
methods similar to those used by private sector companies. These statements offer short and long-
term financial information about its activities. The Balance Sheet includes all of the Authority’s assets
and liabilities and provides information about the nature and amounts of investments in resources
(assets) and the obligations to Authority creditors (liabilities). It also provides the basis for computing
rate of return, evaluating the net assets of the Authority and assessing the liquidity and financial
flexibility of the Authority. All of the current year's revenues and expenses are accounted for in the
Statement of Revenues, Expenses and Changes in Net Assets. This statement measures the
success of the Authority’s operations over the past year and can be used to determine whether the
Authority has successfully recovered all its costs through its user fees and other charges, profitability,
and credit worthiness. The final required financial statement is the Statement of Cash Flows. The
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primary purpose of this statement is to provide information about the Authority’s cash receipts and
cash payments during the reporting period. The statement reports cash receipts, cash payments, and
net changes in cash resulting from operations, investing, and financing activities and provides
answers to such questions as where did cash come from, what was cash used for, and what was the
change in cash balance during the reporting period.

FINANCIAL ANALYSIS OF THE AUTHORITY

Our analysis of the Authority begins on page 19 of the Financial Statements. One of the most
important questions asked about the Authority’s finances is “Is the Authority as a whole better off or
worse off as a result of the year's activities?” The Balance Sheet, and the Statement of Revenues,
Expenses and Changes in Net Assets report information about the Authority’s activities in a way that
will help answer this question. These two statements report the net assets of the Authority and

~changes in it. You can think of the Authority's net assets (the difference between assets and
liabilities) as one way to measure financial health or financial position. Over time, increases or
decreases in the Authority’s net assets are one indicator of whether its financial health is improving or
deteriorating. However, you will need to consider other non-financial factors such as changes in
economic conditions, population growth and weather conditions.

NET ASSETS
To begin our analysis, a summary of the Authority's Balance Sheets is presented in Table A-1.
TABLE A-1

Condensed Balance Sheets
(In millions of dollars)

Total
FY FY Dollar Percent
2010 2009 ' Change Change
Current and Other Assets $8.5 $9.3 ($0.8) (8.6%)
Capital Assets 63.5 61.2 23 . 3.8%
Total Assets 72.0 70.5 1.5 2.1%
Long-term
Debt Outstanding 22.0 21.5 0.5 2.3%
Other Liabilities 2.8 1.7 11 64.7%
Total Liabilities 24.8 23.2 1.6 6.9%
Invested in Capital Assets,
Net of Related Debt 41.6 39.7 1.9 4.8%
Restricted for Capital Activity ‘
and Debt Service 4.9 5.8 (0.9) (15.5)%
Unrestricted V4 1.8 (1.1 (61.1%)
Total Net Assets $47.2 = $47.3 ($0.1) (0.2%)

As can be seen from the table above, net assets deéreased $0.1 million to $47.2 million in Fiscal 2010
“down from $47.3 million in Fiscal 2009.



NET ASSETS (Continued)

Looking more carefully at the table you can see that most of the change in the net assets position was
in capital assets which increased $2.3 million in Fiscal 2010.

A further review shows that restricted net assets (appropriated net income — that established by debt
covenants, enabling legislation, or other legal requirements) decreased by $0.9 million in Fiscal 2010.
Net assets invested in capital assets increased by $1.9 million. Unrestricted net assets (those which
can be used to finance day to day operations) decreased in Fiscal 2010 as a result of $1.0 million
being used for capital assets and $0.1 million from an unfavorable result of operations and contributed

capital,

TABLE A-1
Condensed Balance Sheets
(In millions of dollars)
Total
FY FY Dollar Percent
2009 2008 Change Change
Current and Other Assets $9.3 $9.0 $0.3 3.3%
Capital Assets 61.2 60.1 1.1 1.8%
Total Assets 70.5 69.1 1.4 2.0%
Long-term
Debt Outstanding 21.5 21.4 0.1 0.5%
Other Liabilities 1.7 1.4 0.3 21.4%
Total Liabilities 23.2 22.8 04 - 1.8%
Invested in Capital Assets,
Net of Related Debt 39.7 38.7 1.0 2.6%
Restricted for Capital Activity
and Debt Service 5.8 5.8 0.0 0.0%
Unrestricted 1.8 18 0.0 0.0%
Total Net Assets $47.3 $46.3 $1.0 2.2%

As can be seen from the table above, net assets increased $1.0 million to $47.3 million in Fiscal 2009
up from $46.3 million in Fiscal 2008.

Looking more carefully at the table you can see that most of the change in the net assets position was
in capital assets which increased $1.1 million in Fiscal 2009.

A further review shows that restricted net assets (appropriated net income - that established by debt
covenants, enabling legislation, or other legal requirements) remained the same in Fiscal 2009. Net
assets invested in capital assets increased by $1.0 million. Unrestricted net assets (those which can
be used to finance day to day operations) remained the same in Fiscal 2009 as a result of $1.0 million
being used for capital assets and $1.0 million from a favorable result of operations and contributed

capital.



NET ASSETS (Continued)

TABLE A-2

Condensed Statements of Revenues, Expenses and
Changes in Net Assets

(In millions of dollars)

Total
FY FY Dollar Percent
2010 2009 Change Change
Operating Revenues $9.3 $9.7 (%0.4) (4.1%)
Nonoperating Revenues 0.0 0.1 (0.1) (100.0%)
Total Revenues ‘ 9.3 9.8 (0.5) (5.1%)
Depreciation Expense 1.2 1.2 0.0 0.0%
Other Operating Expense 7.4 6.9 0.5 7.2%
Nonoperating Expense ' 0.9 1.0 (0.1) (10.0%)
Total Expenses 9.5 9.1 0.4 4.4%
Increase (Decrease) in Net
Assets Before Contributed
Capital (0.2) 0.7 (0.9) (128.6%)
Capital Contributions 01 0.3 (0.2) (66.7%)
Change in Net Assets (0.1) 1.0 (1.1) (110.0%)
Beginning Net Assets 47.3 46.3 1.0 2.2%
Ending Net Assets $47.2 $47.3 ($0.1) (0.2%)

While the Balance Sheets show the change in financial position of net assets, the Statements of
Revenues, Expenses and Changes in Net Assets provide answers as to the nature and source of
these changes. As can be seen in Tabie A-2 above, Net Revenue (Total Revenues less Total
Expenses), at ($0.2) million in Fiscal 2010 and $0.7 million in Fiscal 2009, decreased substantially.

A closer examination of the source of changes in net assets reveals that the Authority's operating
revenues decreased by $0.4 million to $9.3 million in Fiscal 2010 from $9.7 million in Fiscal 2009 due
mainly to decreased consumption as a result of wet weather conditions. Nonoperating revenues
decreased by $0.1 million to $0.0 million in Fiscal 2010 from $0.1 million in Fiscal 2009 due to
substantially lower interest rates on investments.  Total expenses were also on the rise, increasing
by $0.4 million to $9.5 million in Fiscal 2010, up from $9.1 million in Fiscal 2009, with no new.
programs added this year. The increase in costs was primarily the result of incurring a charge to
operating expenses of $0.5 million for an OPEB obligation required under GASB 45. With a decrease
in operating revenues and a decrease in expenses, excluding the GASB 45 charge, the Authority was
still able to recover its costs.



TABLE A-2

Condensed Statements of Revenues, Expenses and
Changes in Net Assets

(In millions of dollars)

Total
FY FY Dollar Percent
2009 2008 Change Change
Operating Revenues $9.7 $9.8 ($0.1) (1.0%)
Nonoperating Revenues 0.1 0.3 (0.2) (66.7%) -
Total Revenues .8 10.1 (0.3) (3.0%)
Depreciation Expense 1.2 1.2 0.0 0.0%
Other Operating Expense 6.9 6.7 0.2 "~ 3.0%
Nonoperating Expense 1.0 1.0 0.0 0.0%
Total Expenses 9.1 8.9 0.2 2.2%
Increase (Decrease) in Net
Assets Before Contributed
Capital 0.7 1.2 (0.5) (41.7%)
Capital Contributions 0.3 0.3 0.0 0.0%
Change in Net Assets 1.0 1.5 (0.5) (33.3%)
Beginning Net Assets 46.3 44.8 1.5 3.3%
Ending Net Assets $47.3 = $46.3 $1.0 2.2%

While the Balance Sheets show the change in financial position of net assets, the Statements of
Revenues, Expenses and Changes in Net Assets provide answers as to the nature and source of
these changes. As can be seen in Table A-2 above, Net Revenue (Total Revenues less Total
Expenses), at $0.7 million in Fiscal 2009 and $1.2 million in Fiscal 2008, decreased substantially.

A closer examination of the source of changes in net assets reveals that the Authority’s operating
revenues decreased by $0.1 million to $9.7 million in Fiscal 2009 from $9.8 million in Fiscal 2008 due
mainly to decreased consumption. Nonoperating revenues decreased by $0.2 million to $0.1 million
in Fiscal 2009 from $0.3 million in Fiscal 2008 due to substantially lower interest rates on investments.
Total expenses were also on the rise, increasing by $0.2 million to $9.1 million in Fiscal 2009, up from
$8.9 million in Fiscal 2008, with no new programs added this year. The increase in costs was
primarily the result of the incurring major unexpected costs to maintain the Authority’s East Bay
Pipeline. With a decrease in operating revenues and an increase in expenses, the Authority was still
able to recover its costs.

BUDGETARY HIGHLIGHTS

As required by its bylaws, the Authority adopts an Operations and Maintenance and a Capital Budget
prior to the start of its fiscal year. The budgets remain in effect the entire year and is usually not
revised, as is the case in many governments. A Fiscal 2010 and 2010 budget comparison and
- analysis is presented in the interim financial statements; however, they are not reported on nor shown
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in the financial statement section of this report.

TABLE A-3
Budget vs. Actual
(In millions of dollars)

FY FY
2010 2010
Budget - Actual Variance
Revenues:
From Operations $9.9 $9.3 (%$0.6)
Nonoperating 0.2 0.0 (0.2)
Total Revenues 10.1 9.3 (0.8)
Operating Expenses:
Water Production 3.5 3.3 (0.2)
Repairs & Maintenance 0.7 0.8 0.1
Insurance, Taxes & Employee
Benefits 1.6 2.0 0.4
Depreciation 1.3 1.2 (0.1)
Customer Service & Accounting 0.5 0.5 0.0
Administration 0.8 0.8 0.0
Nonoperating Expenses: 1.0 0.9 (0.1)
Total Expenses 9.4 .5 0.1
Income Before Contributed :
Capital 0.7 (0.2) (0.9)
Contributed Capital 0.0 0.1 0.1
Change in Net Assets ‘ 0.7 (0.1) (0.8)
Beginning Net Assets 47.3 47.3 0.0

E |
g
B
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BUDGETARY HIGHLIGHTS (Continued)

As can be seen from Table A-3, the Authority’s revenues from operations decreased to $9.3 million,
down $0.6 million under budget. Rates were increased and water consumption was down
considerably due to wet weather conditions resulting in substantially decreased operating revenue.
Nonoperating revenues were less than budgeted due to an unanticipated decrease in interest rates.
During this same time, expenses increased to $9.5 million. Insurance, taxes and employee benefits
expenses were over budget by $0.4 million due primarily to the recording of a net OPEB obligation
required by GASB 45 of $0.5 million. Water production expenses were under budget by $0.2 million
as a result of decreased water consumption. Contributed capital is over budget by $0.1 million as a
result of State grants and developer contributions received in Fiscal 2010. The net result was that the
Authority under- performed its Fiscal 2010 budget by $0.8 million.

TABLE A-3
Budget vs. Actual
(In millions of dollars)

FY FY
2009 2009

Budget Actual Variance
Revenues:
From Operations $9.6 $9.7 $0.1
Nonoperating 0.2 0.1 (0.1
Total 9.8 9.8 - 0.0
Operating Expenses:
Water Production 3.3 3.3 0.0
Repairs & Maintenance 0.6 0.9 0.3
Insurance Taxes & Employee
Benefits 1.5 1.5 0.0
Depreciation 1.2 1.2 0.0
Customer Service & Accounting 0.5 0.5 0.0
Administration 0.7 0.7 0.0
Nonoperating Expenses: 1.0 1.0 0.0
Total Expenses 8.8 9.1 .3
Income Before Contributed
Capital 1.0 0.7 (0.3)
Contributed Capital 0.0 0.3 0.3
Change in Net Assets 1.0 1.0 0.0
Beginning Net Assets 46.3 46.3 0.0
Ending Net Assets $47.3 $47.3 $0.0



BUDGETARY HIGHLIGHTS (Continued)

As can be seen from Table A-3, the Authority's revenues from operations increased to $9.7 million, up
$0.1 million over budget. Rates were increased and water consumption was down still resulting in
increased operating revenue. Nonoperating revenues were less than budgeted due to an
unanticipated decrease in interest rates. During this same time, expenses increased to $9.1 million.
Repairs and Maintenance expenses were over budget by $0.3 million as a result of incurring major
unexpected repair and maintenance costs due primarily to maintenance of the Authority’'s East Bay
Pipeline. Contributed capital is over budget by $0.3 million as a result of State grants and developer
contributions received in Fiscal 2009, The net result of these factors was that the Authority exactly
performed its Fiscal 2009 budget. _

CAPITAL ASSETS AND DEBT ADMINISTRATION

At the end of Fiscal 2010, the Authority had invested $63.5 million in a broad range of infrastructure
including reservoirs, dams, water plants and facilities, maintenance and administration facilities, water
lines, vehicles and equipment as shown in Table A-4.

TABLE A-4
Capital Assets
(In millions of dollars)

Total

FY FY Dollar Percent

2010 2009 Change Change

"Land & Improvements $2.7 $2.7 $0.0 0.0%
Treatment, Storage and

Administrative Facilities 6.7 6.5 0.2 3.1%

Distribution System 59.7 59.5 0.2 0.3%

Equipment 6.7 5.9 0.8 13.6%

Construction in Progress 3.8 1.6 2.2 137.5%

Subtotal $79.6 76.2 3. 4.5%

Less Accumulated
Depreciation 16.1 15.0 11 7.3%
Net Capital Assets $63.5 1.2 $2.3 3.8%




CAPITAL ASSETS AND DEBT ADMINISTRATION (Continued)

TABLE A-4
Capital Assets
(In millions of dollars)

Land & Improvements
Treatment, Storage and
Administrative Facilities
Distribution System
Equipment

Construction in Progress
Subtotal

Less Accumulated
Depreciation

Net Capital Assets

-
(9]
o

E ok
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Dollar
Change

$0.0

Total
Percent
Change

0.0%

0.0%
0.5%
15.7%
220.0%
3.0%

7.9%

1.8%




CAPITAL ASSETS AND DEBT ADMINISTRATION (Continued)

As can be seen in the chart below, as the County continues to experience economic growth, more
demand is placed on the system.

The following is a summary of some of the major improvements to the system during Fiscal 2010.

This year's major capital assets additions include (dollars in millions):

e $0.1 million for the purchase of vehicles and water, office and
computer equipment.

e $0.3 million for mains and services.

¢ $0.8 million for meters and hydrants.

e $2.2 million for construction in progress of mostly mains and services
and storage tank rehabilitation. ‘

The following is a summary of some of the major improvements to the system during Fiscal 2009.

This year's major capital assets additions include (dollars in millions):

¢ $0.3 million for mains and services.

¢ $0.8 million for meters and hydrants.

¢ $1.1 million for construction in progress of mostly mains and services.

In Table A-5, the Authority’s Fiscal 2011 Capital Budget projects spending another $0.6 million for
capital projects, principally for main replacement, system improvements and service and meter
installations. The Authority believes that some of these projects can be financed from available
resources based on projected cash flows without issuing new debt during Fiscal 2011. State and
other grants are to provide $0.1 million leaving $0.5 million to be provided by the Authority.

12



CAPITAL ASSETS AND DEBT ADMINISTRATION (Continued)

TABLE A-5
Fiscal Year 2010 Capital Budget -
(In millions of dollars)

FY

2011
Main Replacement 0.2
Other Improvements 0.2
Services and Meters _0.2
Total $0.6

In Table A-5, the Authority's Fiscal 2010 Capital Budget projects spending another $3.2 million for
capital projects, principally for storage tank rehabilitation, main replacement, system improvements
and service and meter installations. The Authority believes that some of these projects can be
financed from available resources based on projected cash flows without issuing new debt during
Fiscal 2010. However, the Authority is expected to issue new debt of approximately $2.5 million to
finance a portion of these projects in Fiscal 2010, State and other grants to provide $0.1 million
. leaving $0.6 million to be provided by the Authority. ‘

TABLE A-5
Fiscal Year 2010 Capital Budget
(In millions of dollars)

FY

2010
Storage Tank Rehabilitation $1.2
Vehicles 0.1
Main Replacement 0.7
Other Improvements 0.2
“Services and Meters 1.0
Total ’ $3.2

LONG-TERM DEBT

At February 28, 2010, the Authority had $22.0 million in long-term debt up from $21.5 million in Fiscal
2009 for an increase of $0.5 million or 2.3 percent. The Authority incurred new long-term debt of $2.3
million in Fiscal 2010 to finance $2.3 million in capital improvements. The Authority's long-term debt
decreased by $1.8 million as a result of principal payments on outstanding debt plus or minus
amortization of bond premiums, discounts and other related items. The Authority refinanced a portion
of its long-term debt during Fiscal 2005 resulting in a net present value savings of approximately $0.6
million. More detailed information about the Authority’s long-term liabilities is presented in the Notes
to Financial Statements on pages 29 - 32. The Authority does plan on issuing new debt in Fiscal
2011 to finance major capital improvements in process at the beginning of the year and will be
reviewing bond market conditions for possible refinancing of outstanding issues.
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LONG-TERM DEBT (Continued)

At February 28, 2009, the Authority had $21.5 million in long-term debt up from $21.4 million in Fiscal
2008 for an increase of $0.1 million or 0.5 percent. The Authority incurred new long-term debt of $1.9
million in fiscal 2009 to finance $1.4 million in capital improvements and a debt service reserve and
bond issue costs of $0.5 million. The Authority's long-term debt decreased by $1.8 million as a result
of principal payments on outstanding debt plus or minus amortization of bond premiums, discounts
and other related items. The Authority refinanced a portion of its long-term debt during Fiscal 2005
resulting in a net present value savings of approximately $0.6 million. More detailed information about
the Authority’s long-term liabilities is presented in the Notes to Financial Statements on pages 29 -
32. As previously discussed, the Authority does plan on issuing new debt in Fiscal 2010 to finance
major capital improvements and will be reviewing bond market conditions for possible refinancing of

outstanding issues.

One area that demonstrates the Authority’s financial strength and future borrowing capability is seen
in its debt service coverage ratio, which is currently 1.26. The impact of this is that the Authority has
the ability and the capacity to finance, at current market conditions, additional debt (as shown in Table

A-B).

BOND RATINGS

The 1997, 1998 and 2004
outstanding bonds carry an Aaa and
AAA rating from Moody's and
Standard & Poor's respectively,
based  upon municipal  bond
insurance policies.

The 2008 outstanding bonds are
rated A by Standard and Poor's.

LIMITATIONS ON DEBT

Bond Covenants allow for the
issuance of additional debt, provided
certain debt service ratio conditions
are met. The major criteria is that the
revenue fund plus net revenue of the
Authority must be at least 1.25 times
the highest combined debt service
requirement. The Authority currently
enjoys a debt service coverage ratio
of 1.26, down from last year's ratio of
1.48 and down from a coverage ratio
of 1.66 at February 28, 2008.
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LONG-TERM DEBT (Continued)

TABLE A-6
Debt Service Coverage Ratio
(In millions of dollars)

Total
FY FY . Percent
2010 - 2009 Change
Revenue Fund Balance -
March 1, 2009 and 2008 : $1.1 $1.3 (15.4%)
Revenues Collected ‘
from Operations 9.6 10.0 (4.0%)
Interest Income (excludes
construction funds) A o0 - 041 (100.0%)
~ Total Revenue Available 10.7 11.4 (6.1%)
Total Operating Expenses
(cash) 71 7.3 (2.7%)
Net Revenue Available $3.6 $4.1 (12.2%)
Debt Service Requirement $2.8 $2.8 0.0%
Debt Service
Coverage Ratio 1.3 1.5 (13.3%)

Debt Service
Required Ratio

B
=
2

15



LONG-TERM DEBT (Continued)

TABLE A-6
Debt Service Coverage Ratio
(In millions of dollars)

Total
FY FY Percent
2009 2008 Change
Revenue Fund Balance - . :
March 1, 2008 and 2007 $1.3 $1.2 8.3%
Revenues Collected
from Operations . 10.0 10.1 (0.1%)
interest Income (excludes
construction funds) 0.1 0.3 . (66.7%)
Total Revenue Available 11.4 11.6 (1.7%)
Total Operating Expenses
(cash) 7.3 7.0 4.3%
Net Revenue Available $4.1 $4.6 (10.9%)
Debt Service Requirement $2.8 $2.8 0.0%
Debt Service
Coverage Ratio 1.5 1.6 (6.3%)
Debt Service
Required Ratio 1.25 1.25 0.0%

Refinancing the 1995 bond issue in Fiscal 2005 at lower interest rates has resulted in a net
present value savings of approximately $0.6 million. The market timing of the Authority’s four latest
debt issues (1997, 1998, 2004 and 2008) resulted in unusually low average coupon rates of 4.80,
4,57, 3.33 and 3.17 percent, respectively. As can be seen in Table A-7, the Authority’s current
average cost of capital is 4.03 percent on outstanding debt.

TABLE A-7

Cost of Capital
Debt Debt
Balance Average Balance Average
February Coupon February Coupon

28, 2010 Rate 28, 2009 Rate
1997 Bonds $6.2 5.0% $6.9 5.0%
1998 Bonds 3.4 4.6% 3.7 4.6%
2004 Bonds 8.3 3.3% 9.3 3.3%
2008 Loan 4.2 3.2% 1.9 3.2%
Total $22.1 4.0% $21,8 4.0%



ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The Authority’s Board of Directors and management considered many factors when setting the Fiscal
2011 budget, user fees, and charges. One of those factors is the economy. The Authority’s customer
base has mirrored the Towns' and County’s projected population growth during 2000-2010, averaging
annual gains of 0.1 percent.

Inflation in the Bristol County area is considered to be comparable to the National Consumer Price
Index (CPI) increase. The Authority uses regional average wage increases and wage increases in
accordance with its collective bargaining agreement when considering employment cost increases.

These indicators were taken into consideration when adopting the Authority budget for Fiscal 2011,
however, historical financial data also plays a large part in its formulation.

TABLE A-8
FY 2011 Budget vs. FY 2010 Actual
(In millions of dollars)

Total
FY FY Dollar Percent
2011 2010 Change Change
Operating Revenues $10.7 $9.3 $1.4 15.1%
.- Nonoperating Revenues 0.0 0.0 0.0 0.0%
Total Revenues 10.7. 9.3 1. 15.1%
Depreciation Expense 1.2 1.2 0.0 0.0%
Other Operating Expense 7.0 7.4 (0.4) (5.4%)
Nonoperating Expense 1.0 0.9 0.1 11.1%
Total Expenses 9.2 9.5 (0.3) (3.2%)
Income Before Contributed
Capital 1.5 (0.2) 1.7 -
Contributed Capital 0.0 0.1 (0.1) (100.0%)
Change In Net Assets 1.5 (0.1) 1.6 --
Beginning Net Assets 47.2 47.3 (0.1) (0.2%)
Ending Net Assets $48.7 $47.2 $1.5 3.2%

As shown in Table A-8 above, operating revenues available for recovering operating costs are
projected to be $10.7 million, increasing from the Fiscal 2010 revenues of $9.3 million. A rate increase
of 9.0% has been budgeted for Fiscal 2011. The Authority is projecting an increase in rates in Fiscal
2012 of 3.0%. These projections will be reviewed for propriety each year and/or when operating
changes having a financial impact dictate. Budget expenses are expected to remain constant in
Fiscal 2011 at $9.2 million. The Authority is always making efforts to reduce costs and will continue to
do so in Fiscal 2011,
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CONTACTING THE AUTHORITY’S FINANCIAL MANAGER

This financial report is designed to provide our citizens, customers, investors, and creditors with a
general overview of the Authority’s finances and to demonstrate the Authority’s accountability for the
money it receives. If you have questions about this report or need additional financial information,
contact the Bristol County Water Authority’s Manager of Accounting and MIS, P. O. Box 447, Warren,
Rhode Island 02885.
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R L A RIT

BALANCE SHEETS
FEBRUARY 28, 2010 AND 2009

Current assets:
Cash and cash equivalents
Temporary investments

ASSETS

Accounts receivable, less allowance for doubtful accounts of

$20,000 in 2010 and 2009
Billed
Unbilled
Total accounts receivable

State grant receivable
Inventory and other assets

Restricted current assets:
Funds held by trustee
Total current assets

Restricted assets:
Funds heid by trustee

Property, plant and equipment, net of accumulated depreciation

Bond issuance costs, net of accumulated amortization of $651,777 in 2010

and $596,606 in 2009

TOTAL ASSETS

SEE NOTES TO FINANCIAL STATEMENTS.

010 009
$ 563,928 $ 628,917
249,909 230,992
630,345 711,366
1,093,964 1,038,644
1,724,309 1,750,010
52,336
387,998 325,379
2,673,458 2,205,427
5,699,602 5,193,061
2,707,008 3,830,660
63,506,613 61,234,231
222,359 277,530
$ 72,035,582 $ 70,635,482

(CONTINUED)
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R

BALANCE SHEETS

RI

FEBRUARY 28, 2010 AND 2009

L Ll D
010 200
Current liabilities:
Accounts payable $ 873,339 $ 657,755
Accrued expenses 358,078 382,815
Amounts to be paid from restricted assets:
Accounts payable 218,585 41,585
Accrued interest expense 216,873 198,842
Long-term debt due within one year o 2,238,000 1,965,000
Total amounts to be paid from restricted assets 2,673,458 2,205,427
Total current liabilities 3,904,875 3,245,997
Other liabilities:
Net pension obligation 219,930 114,964
Customer extension deposits 435,933 308,955
Net other post employment benefit obligation 515,454
Total other liabilities 1,171,317 423,919
Long-term debt due after one year 19,718,807 19,558,726
Total liabilities 24,794,999 23,228,642
Net assets:
Invested in capital assets, net of related debt 41,549,806 39,710,505
Restricted for capital activity and debt service 4,945,008 5,795,660
Unrestricted 745,769 1,800,675
Total net assets 47,240,583 47,306,840
TOTAL LIABILITIES AND NET ASSETS $ 72,035,582 $ 70,635,482
(CONCLUDED)

SEE NOTES TO FINANCIAL STATEMENTS.
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BRISTOL COUNTY WATER AUTHORITY
STATEMENTS OF REVENUES, EXPENSES

AND CHANGES IN NET ASSETS
YEARS ENDED FEBRUARY 28, 2010 AND 2009

010 009
Operating revenues (net):
Water $ 8,811,953 $ 9,131,483
Fire services 536,753 527,869

Total operating revenues (net) 9,348,706 9,659,352

Operating expenses:
Operations 4,740,561 4,730,771
Engineering and administrative 2,701,470 2,005,820
Maintenance of East Bay Pipeline 169,568
Depreciation and amortization 1,173,481 1,185,022
Total operating expenses 8,615,512 8,091,181
Operating income 733,194 1,568,171
Non-operating revenues (expenses):
Interest income ‘ 8,168 125,920
Interest expense (873,865) (956,345)
Unrealized net loss on investments held by trustee (890) (18,977)
Loss on disposal of assets (2,978)

Net non-operating expenses (869,565) (849,402)
(Decrease) increase in net assets before capital contributions (136,371) 718,769
Capital contributions:

Capital contributions 9,458 52,336
Developer contributions of systems 60,656 222 945

Total capital contributions 70,114 275,281
(Decrease) increase in net assets (66,257) 994,050
Net assets at beginning of year 47,306,840 46,312,790
Net assets at end of year $ 47,240,583 $ 47,306,840

SEE NOTES TO FINANCIAL STATEMENTS.
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/ L RIT

STATEMENTS OF CASH FLOWS

YEARS ENDED FEBRUARY 28, 2010 AND 2009

Cash flows from operating activities:
Cash received from customers
Cash paid to employees for services
Cash paid to suppliers for goods and services
Net cash provided by operating activities

Cash flows from investing activities:
Interest income received
Purchase of securities
Proceeds from sales and maturities of securities
Net cash provided by investing activities

Cash flows from capital and related financing activities:
Proceeds from long-term debt
State grants received
Purchase of property, plant and equipment
Payments on bonds and note payable
Interest payments
Net cash used for capital and related financing activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of operating income to net cash
provided by operating activities:

Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation and amortization of bond issuance costs
Changes in operating assets and liabilities:
Decrease (increase) in accounts receivable
Decrease (increase) in inventory and other assets
Increase (decrease) in accounts payable and accrued expenses
Increase (decrease) in other liabilities
Net cash provided by operating activities

SEE NOTES TO FINANCIAL STATEMENTS.

009

2010
$ 0777349 $ 9,588,161
(2,585,037) (2,528,737)
(4,595,850) (4,096,895)
2,596,462 2,962,520
8,168 125,920
(44,673,008) (50,663,306)
45,132,046 50,665,891
467,206 128,505
2,320,343 1,897,789
61,794
(2,767,698) (2,203,659)
(1,965,000) (1,905,000)
(787,096) (850,249)
(3,128,657) (3,061,119)
(64,989) 29 915
628,917 599,002
$ 5830928 $ 628917
$ 733194 $ 1,568,171
1,173,481 1,185,022
54 403 (71,191)
(62,619) (28,202)
(49,395) 102,282
747,398 206,447
$ 2596462  §  2.062,520
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BRISTOL COUNTY WATER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
FEBRUARY 28, 2010 AND 2009

BASIS OF PRESENTATION AND ORGANIZATION

The Bristol County Water Authority (the Authority) was authorized as a public corporation on May 12,
1981, by an act of the Rhode Island Legislature and was created for purposes of acquiring, constructing,
improving, operating and maintaining water distribution systems in order to provide adequate water supplies
to the residents of Bristol County. Bristol County includes the municipalities of Barrington, Bristol and
Warren, Rhode Istand. In November 1983, the voters of Bristol County approved the establishment of the
Authority and, with the appointment of its members, the Authority came into existence on February 28, 1984,
The Authority commenced its principal operations on November 25, 1986, with the acquisition of the Bristol
County Water Company (Water Company).

The operations of the Authority are accounted for on a Proprietary Fund Type (Enterprise Fund)
basis. Enterprise Funds are used to account for operations (a) that are financed and operated in a manner
similar to private business enterprises where the intent of the governing body is that the costs (including
depreciation) of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other uses.

The accounting and financial reporting treatment applied to the Authority is determined by its
measurement focus. The transactions of the Authority are accounted for on a flow of economic resources
management focus. With this measurement focus, all assets and all liabilities associated with the operations
are included on the balance sheet. Net assets (i.e., total assets net of total liabilities) are segregated into
three components: invested in capital assets, net of related debt; restricted for capital activity and debt
service; and unrestricted net assets. }

Proprietary fund revenues and expenses are recognized on the accrual basis. Revenues are
recognized in the accounting period in which they are earned and become measurable; expenses are
recognized in the period incurred, if measurable. Operating revenues consist of customer charges for usage .
and services. All other revenues are considered non-operating sources of revenue.

In accordance with Statement No. 20 of the Governmental Accounting Standards Board (GASB), the
Authority has elected not to apply Financial Accounting Standards Board Statements and Interpretations
issued since November 30, 1988.

Recently Issued Accounting Standards .
The Authority implemented the following pronouncements for the year ended February 28, 2010:

-> GASB Statement No. 49 — Accounting and Financial Reporting for Pollution-Remediation
Obligations.

The adoption of this pronouncement did not have an effect on the Authority's financial statements.

The Authority also implemented GASB No. 45, "Accounting and Financial Reporting for Employers
for Post-Employment Benefits Other than Pensions” for the year ended February 28, 2010. This
pronouncement requires the Authority to calculate and recognize a net other post employment benefit
obligation (NOPEBO) at February 28, 2010. The NOPEBO is, in general, the cumulative difference between
the actuarial required contribution and the actual contributions since March 1, 20089.

(CONTINUED)
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BRISTOL COUNTY WATER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
FEBRUARY 28, 2010 AND 2009

BASIS OF PRESENTATION AND ORGANIZATION (Continued)
Recently Issued Accounting Standards (Continued)
The Authority will adopt the following new accounting pronouncements in future years:

-> GASB Statement No. 51 = Accounting and Financial Reporting for Intangible Assets,
effective for the Authority’s fiscal year ending February 28, 2011.

-> GASB Statement No. 54 - Fund Balance Reporting and Governmental Fund Type Definition,
effective for the Authority’s fiscal year ending February 29, 2012,

The impact of these pronouncements on the Authority’s financial statements has not been
determined.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Marketable Securities

Marketable securities included in funds held by trustee are stated at fair value.

Inventory

Materials and supplies inventory is stated at the lower of weighted average cost or market.

Depreciation

Depreciation is computed on the straight-line method over the estimated remaining useful lives of the
applicable assets. Maintenance and repairs are charged to expenses as incurred. Major renewals or
betterments are capitalized and depreciated over their estimated useful lives.

Estimated useful lives are as follows:

BQUIPMENt ... 5 years
Land improvements........c.cvviereenneenneneninearnnnesrennenans 5 - 45 years
Buildings and storage facilities..........c.ooocvecivicceninireeennne. 20 - 75 years
Distribution system..........ccccovinvnicninie e, 50 - 100 years

Bond Issuance Costs

Costs related to the issuance of bonds have been capitalized and are amortized on a weighted-
average basis over the life of the bonds.

Revenues

Revenues include amounts billed to customers on a quarterly cycle basis and unbilled amounts
based on estimated usage from the date of the latest meter reading to the end of the Authority’s fiscal year.

(CONTINUED)
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BRISTOL COUNTY WATER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
FEBRUARY 28, 2010 AND 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Net Assets

Net assets comprise the various net earnings from operating and non-operating revenues, expenses
and contributions of capital. Net assets are classified in the following three components; invested in capital
assets, net of related debt, restricted for capital activity and debt service; and unrestricted net assets.
Invested in capital assets, net of related debt, consists of all capital assets, net of accumulated depreciation
and reduced by outstanding debt that is attributable to the acquisition, construction and improvement of those
assets; debt related to unspent proceeds or other restricted cash and investments is excluded from the
determination. Restricted for capital activity and debt service consists of net assets for which constraints are
placed thereon by external parties, such as lenders, grantors, contributors, laws, regulations and enabling
‘legislation, including self-imposed legal mandates. Unrestricted consists of all other net assets not included

in the above categories.

Taxes

The Authority is exempt from federal and state income taxes. The Authority makes payments in lieu
of real and personal property taxes to the three towns served by the Authority (see Note 9).

Cash Deposits

The carrying amount of the Authority's deposits, except for petty cash of $850 at February 28, 2010
and 2009, is $563,078 and $628,067, respectively and the bank balance was $554,706 and $770,167,
respectively. Of the bank balance, $95,377 and $250,000 was insured by federal depository insurance and
the remaining portions, $459,329 and $577,952 were uninsured and uncollateralized as defined by the
Governmental Accounting Standards Board as of February 28, 2010 and 2009, respectively.

~ Investments

In accordance with the Authority’s investment policy, permitted investments include government
obligations, bonds, notes or other investments wholly-owned by the United States of America, obligations
issued by any state or any public agencies or municipalities which are rated in either of the two highest rating
categories by Moody or Standard & Poor, commercial paper under the laws of any state of the United States
of America rated A-1 by Moody or P-1 by Standard & Poor, investments in money market fund or other fund
invested exclusively of obligations described above, At February 28, 2010 and 2009, the Authority’s
uncollateralized deposits had maturities of less than ninety (90) days and were with an institution that met the
minimum capital standards.

At February 28, 2010, the Authority had the following investments classified as funds held by trustee:

Interest
Description Maturity Rate Fair Value Rating
Fanny Mae Discount Note 6/23/2010 0.15 $2,192,342 P-1, F1+
U.S. Bank N.A. interest Bearing
Commercial Paper ~ 3/31/2010 0.09 3,116,683 A-1+, P-1, F1+
Total $5.309,025

~ (CONTINUED)
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BRISTOL COUNTY WATER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
FEBRUARY 28, 2010 AND 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Custodial Credit Risk - Deposits and Investments. Custodial credit risk is the risk that in the event of
a bank failure, the Authority's deposits may not be returned to it. The Authority does not have a deposit or
investment policy for custodial credit risk.

Interest Rate Risk - It is the policy of the Authority to limit the length of its investment maturities in
order to manage the exposure to fair value losses arising from increasing changing rates.

Credit Risk - Government Money Market is not a rated security, as the fund invests in short-term
obligations issued by the U.S. Treasury and invests in repurchase agreements and other instruments
collateralized or secured by U.S. Treasury obligations. The U.S. Treasury does not directly or indirectly
insure or guarantee the performance of the fund. Treasury obligations have historically involved minimal risk
of loss if held to maturity. However, fluctuations in market interest rates may cause the value of Treasury
obligations in the Fund's portfolio to fluctuate.

Concentration of Credit Risk — The Authority does not have a formal policy that limits the amount that
may be invested in any one issuer. The Fannie Mae Discount Note and U.S. Bank N.A. Interest Bearing
Commercial Paper represent 40% and 60% of the Authority's investments, respectively.

For the purposes of the statements of cash flows, the Authority considers only cash balances in its
operating cash accounts as cash. Cash and investment funds held by trustee are not considered cash
equivalents due to restrictions on the use of the funds.

Risk Management .

The Authority purchases commercial insurance to cover the general risk of loss arising from its
business activities.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements and the reported amount of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Reclassifications

Certain reclassifications have been made to the 2009 financial statements to conform to the 2010
presentation.

FUNDS HELD BY TRUSTEE

Pursuant to the Bristol County Water Authority Bond Resolutions (Bond Resolutions) adopted
November 13, 1986, and as amended, certain restricted funds that the Authority is required to maintain can
be used only for the purposes specified in the Bond Resolution. Furthermore, the Authority is required to
establish water rates so that net revenues, as defined in the Bond Resolution, shall equal at least the
required debt service ratio of 1.25 during the fiscal year.

(CONTINUED)
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3.

FUNDS HELD BY TRUSTEE (Continued)

The assets of these funds are pledged as security for the bonds. Restricted assets are as follows:

2010 2009

Debt service reserve fund 1997 ........ccccevvevinnns vt assanas $ 625,273 $ 687,431
REVENUE TUN 1iiiiiiiriiice ittt ienieree e s s ssibass et s e e s e s resnreesdersessvansnnnes 721,448 1,073,797
Debt SEMVICE fUNM ....vviiiieiiiireri et rerre s essvisrreearsssessrairaene 1,231,234 1,077,251
Operations and maintenance reserve fund.......c..ccccevvvieeniivcisinecninenns 1,232,000 1,226,749
Project fUNd .....coiiviciieccrcc et e s ssna e 852 229,153
Debt service reserve fund 2008 ..........cvevviieeiininriinieeeeinireecessrens e 403,021 439,842
Debt service reserve fund 2004 ...........cvoevieeeimniiverevnrrieineeesereneneone 825,361 928,907
Debt service reserve fund 1898 .........oovvviiviiiiiiiiiininien e 340,649 370,463
5,379,838 6,033,593

Plus accrued interest INCOME .......cccivivveievicineriirrier s erere e s staeeseons 628 2,494
TOLAL..........oooveeeeeiieecir et b et e st s res e s s sb e e reasesseeraanes $5,380,466 $6.036,087

The funds held by the trustee are invested in cash and long and short-term securities that meet the
requirements of the Bond Resolution for permitted investments. These investments include money market
accounts and commercial paper. These funds are generally collateralized with securities held by the
trustee’s trust department and are generally uninsured and unregistered securities held by the trustee's trust
department as agent for the Authority. The fair value of investments at February 28, 2010 and 2009 were as

follows:
009
Money market fund........ccccoevveeienieciiieninee, $ 70,813 $ 266,453
Fannie Mae Discount Note...........cecccenireerinnen, 0
Federal Home Loan Discount Note.................. 2,390,761
Commercial PAPET.......ccrvvivireriverinnrerirensreenes 3,116,683 3,376,379
Total........cccccooveveeiieii e $5,379,838 _$6,033,5693

(CONTINUED)
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4. PROPERTY, PLANT AND EQUIPMENT

Capital asset activity during the year ended February 28, 2010 was as follows:

Balance at Balance at
February 28, February 28,
2009 Additions Disposals Transfers 2010

Land and improvements..........cccovevevennenn. $ 2,691,990 $ 2,691,990
Treatment, storage and administrative

fACIItIES .. i e 6,566,027 $ 5,549 $140,037 6,711,613

Distribution system..........covevivive e, 59,523,135 101,478 108,520 59,733,133

EQUIPMENL .....ooiiiiierec e 5,859,649 751,055 107177 6,717,881

Capital assets in service.............c.ceunnen. 74,640,801 858,082 $0 355,734 75,854,617

. Construction in progress .....c..cccoceevvverinenns 1,333,885 2,530,337 (355,734) 3,508,488

Shad factory in progress ........cccccoccnieniinne 241,047 241,047

Total capital assets ..........c.c.cccceeerveeeenrunen. 76,215,733 3,388,419 .0 0 79,604,152

Accumulated depreciation ...........ccccevernenn (14.981.502)  (1.116.037) (16,097,539)

Net capital assets.............c.ccco.... e $61,234231  $2.272 382 $0 $ 0 $63,506,613

Additions  of capital assets include capital contributions of $9,458 for the year ended
February 28, 2010.

Capital asset activity during the year ended February 28, 2009 was as follows:

Balance at Balance at
February 29, February 28,
2008 Additions Disposals Transfers 2009
Land and improvements...........cccocererienne, $ 2,691,990 $ 2,691,990
Treatment, storage and administrative _

faCIlitIES . vec i 6,483,427 $ 12,562 $ 70,038 6,566,027
Distribution system.......ccccocevviivinnicrcnnnnnns 59,233,010 199,370 90,755 59,623,135
EQUIPMENL ..o 5,118.648 722,609 18,392 5,859,649
Capital assets in service................. e 13,627,075 934,541 $0 179,185 74,640,801
Construction in progress .......ccocoevevvcvenninen, 233,044 1,280,026 (179,185) 1,333,885
Shad factory in progress .........ccccvvvvcrvinnens - 241,047 241,047
Total capital assets............ccccvcervennen, 74,001,166 2,214,567 0 0 76,215,733
Accumulated depreciation.........c.c.coevirvnenns - _(13.856.846)  (1,124,656) (14,981.502)
Net capital assets..................ccovvvivriennan $60,144,320  $1,089,911 $0 $ 0  $61,234,231

Additions of capital assets include capital contributions of $52,336 for the year ended
February 28, 2009.

(CONTINUED)
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5. STATE GRANTS

In 1992, the Rhode Island General Assembly enacted the Bristol County Water Supply Act (the
“Water Supply Act”), which authorized the Authority to construct (i) the East Bay Pipeline and Emergency
Line (“East Bay") and (i) System improvements. The Authority is also granted reimbursement of qualifying
expenditures made in accordance with the Public Drinking Water Supply System Protection, RIGL 46-15, 3.

During the years ended February 28, 2010 and 2009, the Authority incurred reimbursable costs from
these State programs of $9,458 and $52,338, respectively.

6. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

The major components of accounts payable and accrued expenses as of February 28, 2010 and
2009 were as follows:

2010 2009
SUPPHEFS «oecvereeriiirire e bbb nnre e $ 442453 $ 450,870
EmMPIOYyEe EXPENSES........eocrireeirieie e e 218,611 230,401
CUSLOMEr AEPOSIES vvvvvvverriiiiiee e e e e e 260,720 248,332
10701 0] (= To1 (o] gl o701 - JNNNNN OO U SO UPUP U 215,585 0
(0431 S U PU PRSP e —— 94,048 110,967
TOLAL........ooo oottt e $1.231417 _ _$1,040,570

7. LONG-TERM DEBT
a) Bonds Payable

In December 1995, the Authority issued a 1995 Series A General Revenue Bond (the “1995 Bonds”)
with a face value of $17,790,000. The net proceeds of approximately $17.3 million (after bond issue costs
and discount) were used to refund the 1986 Series A General Revenue Bond (the “1986 Bonds”") with an
outstanding principal balance of $16,950,000 (plus accrued interest). ’

The refunding resulted in a difference between the redemption price, which includes a 3% call
premium and the net carrying amount of the old debt of approximately $1.1 million. This difference, reported
in the accompanying financial statements as a deduction from bonds payable, is being charged to interest
expense through 2016 using a weighted average method. The Authority completed the refunding to reduce
its total debt service payments by $3.8 million over the next 20 years and to obtain an economic gain
(difference between the present values of the old and new debt service payments) of $2.1 million.

In July 1997, the Authority issued a 1997 Series A General Revenue Bond (the "1997 Bonds") with a
face value of $12,195,000. The net proceeds of approximately $11,900,000 (after bond issue costs and
discount) were used to complete the construction of the East Bay Pipeline and Emergency Connection
projects and other distribution improvements.

In August 1998, the Authority issued a 1998 Series A General Revenue Bond (the “1998 Bonds) with
a face value of $6,090,000. The net proceeds of approximately $5,881,000 (after bond issue costs and
premium) were used to complete the construction of the East Bay Pipeline and Emergency Connection
projects and other distribution improvements.

(CONTINUED)
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LONG-TERM DEBT (Continued)

a) Bonds Payable (Continued)

In November 2004, the Authority issued a 2004 Refunding Series A General Bond (the “2004 Bonds”)
with a face value of $11,295,000. The net proceeds of approximately $11 million (after bond issue costs and
premium) were used to refund part of the 1995 Series A General Revenue Bond (the “1995 Bonds”) with an
outstanding principal balance of $10,695,000 (plus accrued interest).

The refunding resuited in a difference between the redemption price, which includes a 2% call premium
and the net carrying amount of the old debt of approximately $474,600. This difference, reported in the
accompanying financial statements as a deduction from bonds payable is being charged to interest expense
through 2016 using a weighted average method. The Authority completed the refunding to reduce its total debt
service payments by $798,920 over the next 12 years and to obtain an economic gain (difference between the
present values of the old and new debt service payments) of $603,402.

Bonds due at February 28, 2010 consisted of:

Balance at Balance at
February 28, February 28,
2009 Increases Decreases 2010
Bonds outstanding ..o, $19,870,000 $(1,965,000) $17,905,000
Unamortized bond discount/premium....... 77,493 (9,585) 67,908
Amount deferred on refunding ................. (321,556) $78,323 (243.233)
Total bonds payable........cccvcovrivinnninnenn 19,625,937 78,323 (1,974,585) 17,729,675
Current portion due ......c..cocevvininicnninnn (1,965,000) (75,000) (2,040,000)
Total bonds due after one year......... $17,660,937 $ 3323 $(1,974,585) $15,689,675
Bonds due at February 28, 2009 consisted of:
Balance at Balance at
February 29, February 28,
2008 Increases Decreases 2009
Balance outstanding.........c.cccccveevnreninnine '$21,775,000 $(1,905,000) $19,870,000
Unamortized bond discount/premium ..... 85,992 (8,499) 77,493
Amount deferred on refunding ................ (414.416) $ 92,860 (321,556)
Total bonds payable.........ccoccovcveeirvcnenn 21,446,576 92,860 (1,913,499) 19,625,937
Current portion due ........cooevviiveveievnnnnnnn, {(1,905,000) (60,000) (1.965.000)
Total bonds due after one year........ $19,541,576 $ 32,860 _${1,913,499) $17.660,937
(CONTINUED)
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LONG-TERM DEBT (Continued)
a) Bonds Payable (Continued)

The Authority is authorized by the Board of Directors to borrow up to $500,000 and issue up to
$500,000 in notes in anticipation of the issuance of bonds for the purpose of financing capital improvements of
the Authority. No such borrowings were outstanding at February 28, 2010.

Interest on the 1997 bonds is paid semiannually on January 1 and July 1. Principal payments are
made annually on July 1. Maturities and interest rates on the 1997 bonds outstanding at February 28, 2010 are
as follows:

July 1, Interest Rate Interest Principal
20700 1o st r e s s b atr e s s e s rbrrraaaeas 490% $ 297,408 $ 655,000
20770 oot rert e s s b rasate et -~ 4,90 264,455 690,000
20702 et e et e stats e rba e s erbar e e e vabes 5.00 229,550 720,000
b 0 1 SRR 5.00 192,550 760,000
2004 e e bbb 5.00 153,675 795,000
2015 22017 vttt e 5.00-5.25 207,250 2,630,000
TOAl et e ST 4 0,000

The term bonds maturing on July 1, 2017 are subject to mandatory redemption in part by lot on July 1,
2016 and 2017 through the application of sinking fund payments at a redemption price equal to the principal
amount of each 1997 Series A bond or portion thereof to be redeemed together with interest accrued thereon
to the redemption date.

After July 1, 2007, the Authority has in accordance with the provisions of the Bond Resoiution, the right
to redeem the serial bonds maturing after July 1, 2007, at specified redemption prices. The source of debt
repayment will be cash provided by operations.

Interest on the 1998 bonds is paid semiannually on January 1 and July 1. Principal payments are

made annually on July 1. Maturities and interest rates on the 1998 bonds outstanding at February 28, 2010 are
as follows: ‘

July 1, Interest Rate Interest Principal
20700 it ea e e earnr s 4.50% $153,540 $ 315,000
20070 oo b bt e rr e e s rare s 4,55 138,945 330,000
20702 it e s bbb s 4.60 123,503 345,000
2073 st e baar e s 4.625 107,243 360,000
2074 oo e bbb e sanesane e 4.65 90,199 375,000
2015 = 20708 oottt e e e s 4.85 167,810 1,680,000

L] £= | TR U PP $781,240  $3,405,000

The term bonds maturing on July 1, 2018 are subject to mandatory redemption in part by lot on July 1,
2015 through 2018 through the application of sinking fund payments at a redemption price equal to the principal
amount of each 1998 Series A bond or portion thereof to be redeemed together with interest accrued thereon
to the redemption date.

(CONTINUED)
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LONG-TERM DEBT (Continued)
a) Bonds Payable (Continued)

Interest on the 2004 bonds is paid semiannually on December 1 and June 1. Principal payments are
made annually on December 1. Maturities and interest rates on the 2004 bonds outstanding at
February 28, 2010 are as follows:

December 1 Interest Rate Interest Principal

2070 i 3.00% $ 279,687  $1,070,000
2017 o 3.125 247,587 1,100,000
2012 i 3.25 213,212 1,135,000
2073 i 3.50 176,325 1,170,000
20T4 Lo 3.50 135,376 1,215,000
2015 = 2016 ...oviiiriiicrn s 3.50-3.756 141.600 2,560,000

TOtal oot $1,193,787  $8,250,000
b)  Loan Payable ‘

In June 2008, the Authority obtained a twenty-one year, $5,5600,000 loan from Rhode [sland Water
Finance Agency. An outstanding balance under loan agreement at February 28, 2010 was
$4,227,132. _

Interest on loan payable is paid semiannually on September 1 and March 1. Principal payments are
made annually on September 1. Maturities and interest rates on loan payable outstanding at February 28,
2010 are as follows:

September 1, interest Rate Interest Principal
2070 oiieiiireee et b es b s s te s rbeesan 2.08% $ 127,573 $ 198,000
b0 K e T SRR 2.35 167,022 202,000
202 i e sere s nnea e 2.55 165,339 208,000
20703 i e b e bbb e e e renaae s 2.63 © 160,035 215,000
20704 et as 2.71 154,380 221,000
2015 = 2079 1 e s 2.81-3.15 673,590 1,222,000
2020 = 2024 ..o e ar s 3.22-3.44 467,366 1,458,000
2025 = 2029 ..o e re s 3.48 - 3.63 196,178 1,776,000

[ o] =1 U ST $2,111,483 $5,500,000

PENSION PLAN

Plan Description

The Plan is a single-employer defined benefit pension plan administered by the Bristol County Water
Authority. The Plan provides retirement, disability, and death benefits to plan members and their
beneficiaries. The Plan assigns the authority to amend benefit provisions to the employer. The Plan does
not issue a stand-alone financial report.

Effective July 1, 2008, the Plan was amended and restated into a contributory defined benefit plan to
incorporate the amendments made by the Economic Growth and Tax Relief Reconciliation Act of 2001
(EGTRRA) as well as other changes to the Plan, and to include provisions relating to the contributory portion
of the Plan. Under the amended Plan, an employee hired on or after May 10, 2008, shall be required to
contribute one percent of their earnings to the Plan.

(CONTINUED)
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PENSION PLAN (Continued)
Funding Policy

The contribution requirements are established by the Authority. Plan members hired prior to May 10,
2008 are not required to contribute to the Plan, The Authority is responsible for funding the cost of all
benefits. Investment costs of the Plan are financed through investment earnings. Administrative costs are
paid by the Authority.

Funded Status of Plan

The required supplementary information which follows the notes to the financial statements presents
multiyear trend information about whether the actuarial value of plan assets is increasing and decreasing
over time relative to the actuarial accrued liability for benefits. Listed below are the details of the funding
progress of a valuation dated July 1, 2008, which is the most recent report available:

Actuarial Value of Assets ........... e e ns $6,114,085
Actuarial Accrued Liability (AAL) ...ccccoveveerecrinrivie oo 6,045,187
Unfunded AAL (UAAL) .......ccveir e 0
Funded Ratio........cccooviveninieinreiiircsninn e siresiesennessee s 101.1%
Covered Payroll.........ccoccreiininieinnonnsieenineeaiierens s snrerenneesene 2,298,930
UAAL as a percentage of covered payroll.........ccccccvvvverenineinnenns 0

Projections of benefits for financial reporting purposes are based on the substantive plan (as
understood by the employees and management) and include the type of benefit provided at the time of each
valuation. The methods and assumptions used include techniques that are designed to reduce the effects of
short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the iong-
term perspective of the calculations.

Annual Pension Cost and Net Pension Obligation

The Authority’s annual pension cost and net pension obligation for the current year were as follows:

Annual required contribution ..............cceereeiviciiincen e $ 347,136
Interest on net pension obligation ..........cccceciveiven e 6,898
Adjustment to annual required contribution............ccoceeenvvennnn. (9.068)
Annual PENSION COSE.......cocviiiiiiiiccr e 344,966
Contributions Made .......ccovvviieeiiiireeere e (240,000)
Increase (decrease) in net pension obligation ............cccvieeenie 104,966
Net pension obligation beginning of year............cccvvvvvrviennnnnn 114,964
Net pension obligation end of year...........c.ccve v, $ 219,930

The annual required contribution for the current year was determined as part of the July 1, 2008
actuarial valuation using the frozen entry age cost method. The actuarial assumptions included (a) 6.0%
investment rate of return and (b) projected salary increases of 3.0% per year. The actuarial value of assets
was determined using the market value of investments.

(CONTINUED)
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10.

PENSION PLAN (Continued)

Annual Pension Cost and Net Pension Obligation (Continued)

Three-Year Trend Information

Fiscal Year Annual Pension Percentage of APC Net Pension
Ending Cost (APC) Contributed Obligation
2/29/08 $200,648 ‘ 103% $ 97,550
2/28/09 216,051 92% 114,964
2/28/10 344,966 70% 219,930

COMMITMENTS AND CONTINGENCIES
Payment in Lieu of Taxes
The Authority has entered into an agreement with the towns of Bristol County prOV|d|ng for annual
payments of $463,600, by the Authority in lieu of taxes to the towns.
Litigation
The Authority is subject to litigation arising from its normal business operations. In the opinion of

management, and legal counsel, the ultimate disposition of these matters is not expected to have a material
adverse effect on the Authority’s combined financial position or results of operations.

Commitment

As of February 28, 2010 and 2009, the Authority had entered into various contracts and had a
commitment of approximately $927,031and $732,419 related to these contracts, respectively.

LEASE COMMITMENTS
Operating Leases

The Authority entered into a lease agreement for office equipment. The terms of the agreement
have resulted in the obligation being recorded as operating lease.

The lease obligation was for a sixty month period. The following is a schedule of the future
minimum lease payments to be made under this agreement;

2077 o e e e e $ 2,592
2012 oo e e s 2,592
2073 e s e sar e 2,592
204 oo b e e 2,592
2015 it e e 1,944

Total future minimum lease payments.............. $12.312

Lease expense amounted to $6,656 and $7,882 in 2010 and 2009, respectively.
(CONTINUED)
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11. NET ASSETS

Net assets represent the difference between assets and liabilities. The restricted net asset amounts
at February 28, 2010 and 2009 were as follows:

010 009
Invested in capital assets, net of related debt:
Net capital assets in SEIVICE.......cccviiceiecicecr $ 63,506,613 $ 61,234,231
Less: bonds and note payable .........cccocivveinineceeeniennees (21,956,807) (21,523,726)
Total invested in capital assets, net of related debt.......... 41,549,806 39,710,505
Restricted for capital activity and debt service:
Restricted funds held by trustee.......c.ccovviiniinin e, 5,380,466 6,036,087
Amounts to be paid from restricted assets...........cocviiniiinn (435,458) (240.,427)
Total restricted for capital activity and debt service.......... 4,945,008 5,795,660
Unrestricted.............cccccovinireicinn i e 745,769 1,800,675
Total Net @SSeLS.............cccvviiiviieiei it : 240.,5 0

12, MAJOR SUPPLIER

The Authority’s water purchases from one supplier for the years ended February 28, 2010 and 2008
were approximately 27% and 31%, respectively, of the Authority’s total operating expenses.

13. OTHER POST EMPLOYMENT BENEFITS (OPEB)
Plan Description

The cost of post employment health care benefits, like the cost of pension benefits, generally should
be associated with the periods in which the cost occurs, rather than in future years when it will be paid. In
adopting the requirements of GASB No. 45 during the year ended February 28, 2010, the Authority
recognizes the cost of post employment healthcare and life insurance in the year when the employee
services are rendered, reports the accumulated liability from prior years, and provides information useful in
assessing potential demands on the Authority's future cash flows.

The Authority's OPEB Plan is a single-employer defined benefit postretirement health and life
insurance program. The Authority provides post employment benefits to eligible retirees in accordance with
the various labor contracts and personnel policies. As of February 28, 2010, 34 employees were participating
in the Plan. Inasmuch as the plan has no assets, reporting an Other Post Employment Benefit (OPEB) trust
fund in the accompanying financial statements is not required. An actuarial consultant, The Angell Pension
Group, Inc., was hired to determine the Authority's actuarial valuation of the post retirement benefits that are
offered to current and future retirees as of February 28, 2010, which was the first actuarial valuation that the
Authority has had in determining to its OPEB obligation. The plan does not issue a stand-alone report.

(CONTINUED)
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13.

n

OTHER POST EMPLOYMENT BENEFITS (OPEB) (Continued)

Funding Policy

The contribution requirements of plan members and the Authority are established and may be
amended by the Authority, subject to applicable labor contracts. Contributions are recognized when due on a
pay-as-you-go basis, pursuant to formal budgetary commitments and contractual requirements.

. Benefit Provisions and Contributions

Eligible retirees receive full medical and dental insurance coverage under individual or family
coverage. If the participant retires earlier than age 65, or his/her spouse is under the age of 65, the Plan will
reimburse the participant for full medical and dental coverage outside of the Plan under a health insurance
plan that provides equivalent coverage the Bristol County Water Authority’s active health plan would have
covered. At age 65, the participants enter in the Authority’s Pian 65 medical coverage.

Surviving spousal coverage ends upon the death of a retired member,
Eligible retirees are covered under their life insurance policy at retirement. The base amount for life
insurance is generally $40,000, reduced for eligible earnings under $38,000. The base amount is decreased

by 10% on each anniversary date of retirement until the life insurance policy reaches 50% of the base
amount, '

Classes of Employees Covered

As of March 1, 2009, (date of last actuarial valuation) membership data was as follows:

Active Employees 34
Retirees and Spouses 19
Total Plan Members 53

The Authority may contribute the annual required contribution of the employer (ARC), an amount
actuarially determined in accordance with the parameters of GASB Statement 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions. The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover the normal cost each year and amortize any
unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years. For fiscal year
ending February 28, 2010, the Authority's initial reporting year, the Authority made no contributions to a trust
and instead elected to continue funding on a pay-as-you-go basis, which was determined to be $60,972.
These costs are recognized as an expense when claims or premiums are paid. The foliowing table shows
the components of the Authority's annua! OPEB cost for the year, the amount actually contributed to the Plan,
and changes in the Authority's net OPEB obligation.

(CONTINUED)
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13. OTHER POST EMPLOYMENT BENEFITS (OPEB) (Continued)

Annual required contribution (ARC) .......c.ceeevrinerenne $578,614
Interest on net OPEB obligation...........c.ccoccvinneiinne, 0
Adjustment to annual required contribution............... 0
Annual OPEB cost (eXPenSse) .....cc.ecververveeievmsineneines 578,614
Contributions made............. b eereerere e e e tr b eanibeteas (60,972)
Allocation for implicit rate subsidy .........cc.coevrenninincnns ' (2,188)
Increase in net OPEB obligation .........ccccccceiiieniinnnne. 515,454
Net OPEB obligation — February 28, 2009.................. 0
Net OPEB obligation - February 28, 2010................. $515.454

The Authority's annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan, and
the net OPEB obligation for fiscal year ending February 28, 2010 is as follows:

Annual Allocation for Percentage of
OPEB Employer Implicit Rate Total OPEB Cost
Fiscal Costs Contributions Subsidy Contribution Contributed Net OPEB
Year (@) (b) (€) (b) + (c) ((b) + {c))/(a) Obligation
Feb. 28,2010 $578,614 $60,972 $2,188 $63,160 10.9% $515,454

Funded Status and Funding Progress

The funded status of the Plan as of March 1, 2009 (the date of the most recent actuarial valuation)
was as follows:

[(a-b)/c]
(a) (b) (b-a) (a/b) (c) UAAL as a
Actuarial Actuarial Actuarial  Unfunded Actuarial Percentage
Valuation Value of Accrued Accrued Liability Funded Covered of Covered
Date Assets Liability (AAL) (UAAL) Ratio Payroll Payroll

March 1, 2009 $0 $5,669,882 $5,669,882 0.0% $2,409,317 235.3%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include assumptions
about future employment, mortality, and the healthcare cost trend. "Amounts determined regarding the
funded status of the plan and the annual required contributions of the employer are subject to continual
revision as actual results are compared with past expectations and new estimates are made about the future,
The schedule of funding progress, presented as required supplementary information following the notes to
the basic financial statements, presents multi-year trend information about whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial liabilities for benefits. Since this is the
initial year of GASB 45 disclosures, multiyear trend information will be disclosed beginning in fiscal year 2011.

(CONTINUED)

37



BRISTOL COUNTY WATER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
FEBRUARY 28, 2010 AND 2009

13.

14.

OTHER POST EMPLOYMENT BENEFITS (OPEB) (Continued)

Actuarial Methods and Assumptions

The accompanying schedules of employer contributions present trend information about the amounts
contributed to the Plan by employers in comparison to the ARC, an amount that is actuarially determined.
The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal cost for
each year and amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed
thirty years. Projections of benefits are based on the substantive plan (the plan as understood by the
employer and plan members) and include the types of benefits in force at the valuation date and the pattern
of sharing benefit costs between the employer and plan members to that point. The projection of benefits for
financial reporting purposes does not explicitly incorporate the potential effects of legal or contractual funding -
limitations on the pattern of cost sharing between the employer and plan members in the future. Actuarial
calculations reflect a long-term perspective. Consistent with that perspective, actuarial methods and
assumptions used include techniques that are designed to reduce short-term volatility in actuarial accrued
liabilities and the actuarial value of assets. The annual OPEB cost was determined as part of the actuarial
valuation. Additional information and assumptions used as of the last actuarial valuation is summarized

below:

Interest Rate ... veciiiirrr e e e o 4.00%

2008 Medical Trend Rate .......c.cccccevveiieneininennnsneesinsnnnens 9.00%

Ultimate Medical Trend Rate .......ccccvvcvvinnncnninincneesnesnne oo 4.50%

Year Ultimate Medical Trend Rate Reached .............ccccocvennnee, 2019

Actuarial Cost Method ...........cccovevivinecinn e Projected Unit Credit

The remaining amortization period at February 28, 2010........ 30 years

Valuation TYPE.....ecireiirircnie s v Closed Group
SUBSEQUENT EVENTS

Management has evaluated subsequent events through May 13, 2010 (the date the financial
statements were issued) and determined that no disclosures are required.

(CONCLUDED)
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BRISTOL COUNTY WATER AUTHORITY

REQUIRED SUPPLEMENTARY INFORMATION
CONTRIBUTION PENSION PLAN
SCHEDULE OF EMPLOYER CONTRIBUTIONS
YEAR ENDED FEBRUARY 28, 2010 AND 2009

Schedule of Funding Progress
FEA* Actuarial  Unfunded

Actuarial Accrued AAL

Actuarial Value of Liability (UAAL) Funded Covered UAAL as % .

Valuation  Asséts (AAL) {b) - (a} Ratio Payroll of Covered
Date (a) (b) (c) {a)/(b) (d) Payroll
7/1/99 $3,211,411 $3,121,040 3 0 102.9% $1,501,081 0.0%
7/1/00 3,280,208 3,156,383 0 103.9 1,567,562 0.0
7/1/01 3,574,465 3,475,158 0 102.9 1,602,913 0.0
7/1/02 3,617,614 3,711,937 94,323 97.5 - 1,633,293 5.8
7/1/03 3,844,981 4,092,023 247,042 94.0 1,661,458 14.9
7/1/04 4,556,059 4,531,518 0 100.5 1,928,499 0.0
7/1/05 4,960,489 5,020,387 59,898 98.8 2,010,344 3.0
7/1/06 5,385,288 5,454,797 69,509 98.7 1,973,549 3.5
7/1/07 5,748,408 5,598,552 0 102.7 2,021,777 0.0
7/1/08 ' 6,114,085 6,045,187 0 101.1 2,298,930 0.0

* Frozen Entry Age

Schedule of Empioyer Contributions

Year Annual
Ended : Required Percentage
June 30 Contribution Contributed
2000 $165,829 100%
2001 167,204 100
2002 176,146 100
2003 , 207,089 100
2004 214,820 , 100
2005 208,171 ' 100
2006 231,264 55
2007 223,602 ‘ 100
2008 198,637 . 100
2009 ' 231,547 . 100

The information presented in the required supplementary schedules was determined as part of the actuarial
valuations at the dates indicated. Additional information as of the latest actuarial valuation follows.

* Valuation date ‘ 7/1/2008

* Actuarial cost method Frozen Entry Age with Costs Allocated

* Amortization method Level Dollar - Closed over Earnings

* Remaining amortization period 10 years

* Asset valuation method Market

¥ Actuarial assumptions:
Investment rate of return 6.0% pre-retirement, 6.0% post-retirement
Projected salary increases 3.0%

* Membership:
- Retirees and beneficiaries receiving benefits 1
- Terminated plan members entitled to but not
yet receiving benefits
- Active plan members
Total

KR~
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BRISTOL COUNTY WATER AUTHQRITY

RECEIPTS, DISBURSEMENTS AND TRANSFERS FOR
FUNDS HELD BY TRUSTEE

YEAR ENDED FEBRUARY 28, 2010

Operations
Debt Service Debt and
Project Reserve Revenue Service Maintenance
Funds Funds Fund Fund Reserve Fund Total

Balance per bank at February 28, 2009 $ 229,153 $ 2,426,643 $ 1,073,797 $ 1,077,251 $ 1,226,749 $ 6,033,593
Receipts: v

Collections from operations 9,652,035 9,652,035

Interest income 26 2,800 1,434 2,359 2,566 9,185

State and other grants/loan proceeds 481,916 481,916
Transfers: _

From (to) other funds 100,000 (153,729) (2,872,225) 2,923,269 2,685 0

To (From) operating cash accounts (7,133,593) (7,133,593)
Disbursements:

Project expenditures:

Distribution (810,243) (810,243)
Payment of principal and accrued interest
on Authority's notes (81,410) (2,771,645) (2,853,055)

Balance per bank at February 28, 2010 $ 852 $ 2,194,304 $ 721,448 $ 1,231,234 $ 1,232,000 5,379,838
Accrued interest 628
Total funds held by trustee at

-February 28, 2010 $ 5,380,466
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ISTi T

NONCAPITALIZED FEES PAID TO CONSULTANTS
YEAR ENDED FEBRUARY 28, 2010

Current operations:
Legal $ 68,411
Auditing 13,750
Accounting, financial and computer consulting 81,081
Total $ 163,242
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BRISTOL COUNTY WATER AUTHORITY

DEBT SERVICE REQUIREMENT CALCULATION
(SECTION 603 - GENERAL BOND RESOLUTION)
YEAR ENDED FEBRUARY 28, 2010

Revenue fund balance per bank at March 1, 2009

Revenue collected from operations
Transfers to operating cash accounts for operations and maintenance

expenses
Interest income:
Revenue fund
Operations and maintenance reserve fund
Debt service reserve funds
Debt service fund
Total interest income

Net revenue available for debt service requirement
Debt service requirement

Computed ratio

Required ratio

$ 1,073,797
9,652,035

(7,133,593)

1,434
2,566
2,800
2,359
9,169

$ 3,601,398

$ 2,853,055
1.26

1.25

In accordance with Section 603 of the General Bond Resolution, the ratio of the
net revenue available for debt service requirements must be equal to or greater than

1.25. The computed ratio for the year ended February 28, 2010 is 1.26.
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6 Ways to Spot the
Common Waterhog.

Waterhogs can’t wail
They have to run the
dishwasher before
ir’s fully loaded.

Waterhogs make
their lawns so soggy,
thiey can almost dive
in and do lags,

Waterhogs like
barckgronnd music,
They brush in
Iarmony sith
rurining water,

Waterhogs lavish
fots of water

on small loads
of laundry.

Waterhogs usc

50 gallons flooding
their driveways,
instead of drycleaning
therm with a broom.

Waterhogs’ hoses
have no noxzles.
They use 15 gallons
to wash their cars
and waste another 75
on their drivesays.

€ 1Y S G o Comty Woader Aushoriey

Unlike the Loch Ness Monster and careless and unconcemed.
Big Foot, waterhogs are everywhere. Next time you spot a waterhog, do
You'll find them at home, at work, in what you can to make him an endangered
yards. And more often than not, in mirrors. species.
Waterhogs wreak havoc with our
precious water supply by being wasteful, D OII’t be d waterhOg.
BT |

RS TE COUNTY
WMALER AUTTHORITY
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BRISTOL COUNTY WATER AUTHORITY

A Public Agency

450 Child Street

P O Box 447

Warren, Rhode Island 02885-0447
(401) 245-2033

www.bcwari.com
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