BLOCK ISLAND UTILITY DISTRICT

Our resident Osprey at the power company vacated the nest long enough last week for us to
capture this picture of this year’s prospective chicks. The two eggs that are currently in the nest
are tended to nearly 24 hours a day. The incubation period for ospreys is 36-42 days so we can
expect them to hatch around the beginning of June. It appears that we have nesting pairs at least
five platforms so far this year.
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Meeting of the Board of Utility Commissioners
Thursday, April 25, 2024 @ 4:00 PM

THE MEETING WILL BE HELD AT THE AMERICAN LEGION
1. Presentation of 2023 Financial Statements and Audit by Marcum Accountants and
Advisors, John Healy, Jr. and BIUD Accountant David Bebyn, CPA.
2. Approve the 2023 Financial Statements and Audit (ACTION REQUESTED)
3. Public Input
4. Commissioner’s Report

5. Approve Board Meeting Minutes from the April 2, 2024 Regular Meeting (ACTION
REQUESTED)

6. ETIPP Grant Update

7. Review 2024 Strategic Plan

8. Treasurer’s Report and Review of Q1 2024 Financials

9. President’s Report

10. National Rural Electric Cooperatives Association (NRECA) Update

Individuals requesting services for the deaf and hard of hearing must call (401) 466-
5851 forty-eight hours before the meeting date.

Posted: April 23, 2024 @ 9:30 AM

Secretary of State Website, BIBB, BIUD Facebook, BIUD Website
www.blockislandpowercompany.com
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AGENDA ITEM 1

Presentation of 2023 Financial Statements and Audit by Marcum
Accountants and Advisors, John Healy, Jr. and BIUD Accountant David
Bebyn, CPA.

AGENDA ITEM 2

Approve the 2023 Financial Statements and Audit
(ACTION REQUESTED)
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MARCUM

ACCOUNTANTS 4 ADVISORS

April 22, 2024

To the Board of Utility Commissioners
Block Island Utility District

We have audited the financial statements of the business-type activities of Block Island Utility
District for the year ended December 31, 2023. Professional standards require that we provide
you with information about our responsibilities under generally accepted auditing standards as
well as certain information related to the planned scope and timing of our audit. Professional
standards also require that we communicate to you the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated January 2, 2024, our responsibility, as described by
professional standards, was to express opinions about whether the financial statements prepared
by management with your oversight are fairly presented, in all material respects, in conformity
with U.S. generally accepted accounting principles. Our audit of the financial statements does
not relieve you or management of your responsibilities.

Planned Scope, Timing of the Audit, and Other

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements; therefore, our audit will involve judgment about the number of
transactions to be examined and the areas to be tested.

Our audit included obtaining an understanding of the entity and its environment, including
internal control, sufficient to assess the risks of material misstatement of the financial statements
and to design the nature, timing, and extent of further audit procedures. Material misstatements
may result from (1) errors, (2) fraudulent financial reporting, (3) misappropriation of assets, or
(4) violations of laws or governmental regulations that are attributable to the entity or to acts by
management or employees acting on behalf of the entity. We will generally communicate our
significant findings at the conclusion of the audit. However, some matters could be
communicated sooner, particularly if significant difficulties are encountered during the audit
where assistance is needed to overcome the difficulties or if the difficulties may lead to a
modified opinion. We will also communicate any internal control related matters that are
required to be communicated under professional standards.

We have identified the following significant risks of material misstatement as part of our audit
planning:

1. Management override of internal controls
2. Improper revenue recognition
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Block Island Utility District
April 22, 2024
Page 2

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by Block Island Utility District are described in Note 1 to
the financial statements. No new accounting policies were adopted and the application of
existing policies was not changed during 2023. We noted no transactions entered into by Block
Island Utility District during the year for which there is a lack of authoritative guidance or
consensus. All significant transactions have been recognized in the financial statements in the
proper period.

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimate(s)
affecting the District’s financial statements was:

Management’s estimate of the allowance for doubtful accounts is based on
historical electric revenues, historical loss levels, and an analysis of collectability
of individual accounts. We evaluated the key factors and assumptions used to
develop the allowance in determining that it is reasonable in relation to the
financial statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Independence

During the year ended 2023, we were engaged to provide non-attest services mainly related to
assistance in preparation of financial statement. We reviewed the nature of the requested work,
our role and management’s role and determined that our independence would not be impaired, in
fact or appearance.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified

during the audit, other than those that are clearly trivial, and communicate them to the
appropriate level of management. Management has corrected all such misstatements. In addition,
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Block Island Utility District
April 22, 2024
Page 3

none of the misstatements detected as a result of audit procedures and corrected by management
were material, either individually or in the aggregate, to each opinion unit’s financial statements
taken as a whole.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting,
or auditing matter, whether or not resolved to our satisfaction, that could be significant to the
financial statements or the auditors’ report. We are pleased to report that no such disagreements
arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated April 22, 2024.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to Block Island Utility District’s
financial statements or a determination of the type of auditors’ opinion that may be expressed on
those statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as Block Island Ultility
District’s auditors. However, these discussions occurred in the normal course of our professional

relationship and our responses were not a condition to our retention.

Restriction on Use

This information is intended solely for the information and use of Board of Ultility
Commissioners and management of Block Island Utility District and is not intended to be, and
should not be, used by anyone other than these specified parties.

Very truly yours,

Morewn LLP

Marcum LLP

Page 6 of 87



woo djjwnorew

SHOSINAVY ¥ SINVLNNODDOV

NNOAIVIN

losiniedns ‘e AsjeaH uyor :Aq pawssald | ¥20oz ‘sz |udy ‘ereq

Sjuswalels [eloueuUlq £20¢
10111S1@ All[nN puels| 4o0|g




N000TZTO

woo djjwnosew

aw Aue je suonsanb yse 0] 931} |99

s)nsal [eloueul)
pue Jipne juswalels [elueul) £20Z

S,J0111SI] 8Y) M8BIASJ ||IM Uoleluasald

epuaby

Page 8 of 87



NO00TCTO

woo djjwnosew

‘SJUSWIa.)S [BlouRUI S J01)SI 8Y) Uo joedwi |eusjew e aAeY jou
PIP Y2Iym Jeak Jualind ay) ul sjuswaalby ABojouyoss] uonew.ioju
paseg uonduosqns ‘96 "ON Juswalels gsyo paidope 10u1siq <«

€20z ul uoluido upne uea|) <«

ssa00.d Jpne s JeaA siy)
uoneInp ayl Inoybnouy) Juswabeuew YiMm UOIRIIUNWWOD Jeals) <

SS920.d 1Ipny

Page 9 of 87



NO00TCTO

woo djjwnosew

sasuadxa Jaomod paseydind Ul sasealdul 01 anp AjRieuiwopaad
9% 1°9 40 puesnoyl | ze$ Aq paseauoul sasuadxa bunesadp <«

9NUIAJ 13JJO
pJepuels pue s9|es [ernuapisal pasealdul anp o1 Aje1euiwopaud
%6’ 10 puesnoyl 85z $ Aq pasealdul sanuanal bunessdp «

€70z ui saseyaund jeuded jo buiwn o1 ang <«

puesnoyl 897 $ AQ pasealdap uonisod 19U paldlIsaIun <

puesnoyl £TS$ Ag pasealoul Uonisod 18N [e10l <

SISAjeuy |eloueuld

Page 10 of 87



N000TZTO

woo djjwnosew

N
peIISey m  paLISaIuUN o
Y—
£202 2202 1202 0202 6102 o
- <
-
()]
&
000005 o
000°000'T
000°00S'T
000'000'2
000'005'2
000'000'E

SleaA 9Al{ 1Se :uollisod 18N



NO00TCTO

woo djjwnosew

juawiaindoud [any Aouabiswa 1oy

puesnoyl 00g$ pue puesnoyl 006$ 01 puesnoyl
0Z9$ WoJj Jo D4D ybnouyl upatd papuaixa 1LISIg <

Page 12 of 87

pua Jeak Jaye sAep 0z |
UIYIIM paNsSI pue palipne 99 1snW Ssjusawalels [ernueul{ <«

£G°Z 4O OneJ e pey 12131sIg 9Yl — GE'| UBY] SS9 10U JO
oneJl abelanod 931AI3S 1gap paljipow abelaae uikuiepy <«

€0 Ul D4D YliM sJueusA0I Uueol 511 1aW 1LsSIJ <«

suoleladQ JO S1jnsay



NO00TCTO

woo djjwnosew

uawdinba uonelodsue.) pue saull uonNQLISIP ‘SI9MO]
pue salnixl} ‘sajod 01 Bune|al suonippe suasaidal Ajuewiid yaiym
‘uoljiw L£°T$ 10 JedA Jualind ayl ul s)1asse [elded paseyaingd <«

puesnoyl 08$ — Snoaue|[adsIN - <«
puesnoyl £9¢ - Auadoud — swodul [plusy <
puesnoyl mwm - $S9A]IS eUUlU — oWIODUI [RJU”y] <«
puesnoyl 9z - 1I9M01] [[90 — SW0DUI [eIUdy] <
juswdinba uoneuodsued jo aseydund Jo4  «
puesnoyl +/5$ — awodul Jueln <«
:buimo|o) aya Jo paisisuod anuanal buneisadouopnN «

(panunuo)) suoneitadQ JoO S1Nsay

Page 13 of 87



N000TZTO

woo djjwnosew

\ "

suonsan®

Page 14 of 87



woo djjwnotew

SHOSINAVY ¥ SLINVLNNODOODV

NNOEVIN

INOAUEY]

Page 15 of 87



BLOCK ISLAND UTILITY DISTRICT
FINANCIAL STATEMENTS

AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2023
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MARCUM

ACCOUNTANTS 4 ADVISORS

INDEPENDENT AUDITORS’ REPORT

To The Board of Utility Commissioners
Block Island Utility District
New Shoreham, Rhode Island

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the Block Island Utility District (District), as of and
for the year ended December 31, 2023, and the related notes to the financial statements, which
collectively comprise the District’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all
material respects, the respective financial position of the District, as of December 31, 2023, and
the respective changes in financial position, and its cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States
(Government Auditing Standards). Our responsibilities under those standards are further described
in the Auditors’ Responsibilities for the Audit of the Financial Statements section of our report.
We are required to be independent of the District and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for
the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

1
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In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the District’s
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS
and Government Auditing Standards will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if
there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we

e exercise professional judgment and maintain professional skepticism throughout the audit.

o identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the District’s internal control. Accordingly, no such opinion
is expressed.

o evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of
the financial statements.

e conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the District’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
management’s discussion and analysis be presented to supplement the basic financial statements.
Such information is the responsibility of management and, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate

2
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operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or provide any assurance
on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 22,
2024, on our consideration of the District’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the effectiveness of the District’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the District’s internal control over financial reporting and
compliance.

W oreun LLP

Providence, RI
April 22, 2024

3
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BLOCK ISLAND UTILITY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2023

Overview of the Entity:

In the January 2017 session, the Rhode Island General Assembly passed the Block Island Utility
District Act of 2017 enabling the creation of the Block Island Utility District. In October of 2017,
the first Utility District election was held in which five Utility District Commissioners were duly
elected by the Utility District’s ratepayer/members. On January 16, 2019, the Utility District
reached an agreement with the Block Island Power Company to acquire the assets of the power
company for $5,800,000. On March 25, 2019, the acquisition was closed and the Utility District
began operating as the Block Island Utility District DBA Block Island Power Company.

The Utility District purchased all of the real property, personal property, rights in any real and
personal property, facilities, equipment, contract rights, other tangible and intangible property
owned by Block Island Power Company, subject to all rights of the Block Island Power Company’s
ratepayers as delineated in state law and in previous orders of the Rhode Island Public Utilities
Commission and the Rhode Island Division of Public Utilities and Carriers.

The Utility District also purchased the rights to use the names “Block Island Power Company” and
“BIPCo”.

The Utility District assumed the following liabilities, without limitation, of the Block Island Power
Company: trade payables, accrued expenses, accrued payroll and withholdings, customer deposits,
all liabilities and obligations of certain business contracts, liabilities to customers for repair or
replacement of products sold or delivered prior to the closing and any other liabilities reflected in
the power company’s general ledger.

The acquisition was a purchase of the assets and not a de facto-merger of the Block Island Utility
District and the Block Island Power Company.

Within this section of the District’s annual financial report, management provides discussion and
analysis of the financial activities of the District for the year ended December 31, 2023 as
compared to the previous fiscal year ended December 31, 2022. The District’s performance is
discussed and analyzed within the context of the accompanying financial statements and
disclosures following this section.

Financing:

In addition to the $5.8M Mortgage and Securities Agreement that National Rural Utilities
Cooperative Finance Corporation (NRUCFC) holds, the following additional loans, lines of credit,
and letters of credit were issued to BIUD in 2023.

On March 7, 2023, the Utility District and NRUCFC executed a Revolving Line of Credit (RI001-

R-9904) agreement for short term operating needs. The amount of the line of credit is $900,000.
The interest rate, which is variable, is currently 7.25%.

4
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BLOCK ISLAND UTILITY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2023

On March 7, 2023, the Utility District and NRUCFC executed a Revolving Line of Credit (RIO01-
R-9906) agreement for emergency fuel procurement. The amount of the line of credit is $500,000.
The interest rate, which is variable, is currently 7.25%.

On April 13, 2023, NRUCFC issued a Letter of Credit (RI001-L-90009) to ISO-NE for BIUD’s
financial assurance obligation. The Letter of Credit amount is $325,000. The Letter of Credit is
valid for one year.

Rates:

In November, 2022 BIUD filed a new power supply and transmission reconciliation for new rates
to go into effect on January 1, 2023. The primary reason for this was to align BIUD’s annual power
supply and transmission rates reconciliation filing with its fiscal year which is based on calendar
year. On January 1, 2023, BIUD’s last resort/power supply rate increased from $0.0879 to $0.1036
per kilo-watt hour. BIUD’s transmission rate was adjusted up from $0.0699 to $0.0786.

There were no changes made to BIUD’s Plant and Distribution rates during 2023.
Overview of the Financial Statements:

The financial statements include (1) the statement of net position, (2) the statement of revenues,
expenses and changes in net position, (3) the statement of cash flows, and (4) notes to the financial
statements.

The statement of net position is designed to indicate our financial position as of a specific point in
time. Our net position increased in the current period by $513,148.

The statement of revenues, expenses and changes in net position summarizes our operating results
and reveals how much, if any, income was earned for the period. As discussed in more detail
below, our operating loss for the year was $53,991.

The statement of cash flows provides information about the cash receipts and cash payments
during the accounting period. It also provides information about the investing and financing
activities for the same period. A review of our cash flows indicates that the cash receipts from
operating activities (sales of electricity) adequately covered electric operating expenses, capital
additions and debt service.

5
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BLOCK ISLAND UTILITY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2023

Financial Highlights:
Summary of Net Position

Presented below is the District’s condensed summary of net position at December 31, 2023
compared to December 31, 2022. The statement of net position presents the assets and deferred
outflows of resources, liabilities, deferred inflows of resources, and net position of the District at
the end of the fiscal year. The purpose of the statement of net position is to give the financial
statement readers a snapshot of the fiscal condition of the District as of a certain point in time. It
presents end-of-year data for assets, deferred outflows of resources, liabilities, and net position
(assets and deferred outflows of resources, minus liabilities and deferred inflows of resources).

2023 2022 §$ Change % Change
Current assets $ 1401895 § 1845183 § (443288)  -24.0%
Noncurrent assets 12,385,666 11,669,629 716,037 6.1%
Deferred outflows of resources 87,830 118,745 (30915)  -26.0%

Total assets and deferred outflows of resources § 13875391  § 13,633,557 § 241,834 1.8%

Current liabilities $ 1972282 § 1,874553 § 97,729 5.2%
Long-term debt, net of current portion 8,354,721 8,559,423 (204,702) -2.4%
Deferred inflows of resources 745,237 909,578 (164,341)  -18.1%
Total liabilities and deferred inflows of resources 11,072,240 11,343,554 (271,314) 2.4%
Net investment in capital assets 2,317,206 1,536,227 780,979 50.8%
Unrestricted net position 485,945 753,776 (267,831)  -35.5%
Total net position 2,803,151 2,290,003 513,148 22.4%
Total liabilities, deferred inflows of resources

and net position § 13875391 § 13,633,557 § 241834 1.8%

Total assets of the District at December 31, 2023 and 2022 were $13,787,561 and $13,514,812,
respectively, a change of 2.0%. The significant components of current assets are cash, unbilled
revenues, and material and supplies inventory. The significant components of noncurrent assets
are capital assets and lease receivables. Capital assets include land, buildings and building
improvements, construction in progress, and equipment. All capital assets except for land and
construction in progress are shown net of accumulated depreciation.

6
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BLOCK ISLAND UTILITY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2023

Total liabilities of the District at December 31, 2023 and 2022 were $10,327,003 and $10,433,976,
respectively, a change of 1.0%. Current liabilities include accounts payable, accrued liabilities,
unearned revenue and current portion of notes payable. Noncurrent liabilities are primarily made
up of the long-term portion of debt and retirement liability.

Deferred outflows of resources relate to the District’s retirement liability. In 2023, the District’s
retirement liability-related deferred outflows decreased by $30,915. Deferred inflows of resources

relate to the District’s deferred lease revenue. In 2023, the District’s deferred inflows decreased
by $164,341.

Net position represents the District’s equity, which is accounted for in three major categories. The
first category, net investment in capital assets, represents the District’s equity in land, buildings
and building improvements, construction in progress, and equipment, net of accumulated
depreciation and related capital debt outstanding. The next net position category is restricted net
position; this shows the amounts subject to external restriction. The last category is unrestricted
net position; these funds are available to use for any lawful and prudent purpose of the District.
Unrestricted net position decreased by $267,831, or 35.5%, for the fiscal year. This increase was
a result of the timing of the purchase of capital assets in the prior year and when the District secured
the underlying capital debt, which occurred in the current year.

Summary of Revenues, Expenses and Changes in Net Position
Presented below is the condensed summary of revenues, expenses and changes in net position
information for fiscal year ended December 31, 2023 compared to the year ended December 31,

2022. The information reflects the results of operations for the District. All revenues and expenses
are accounted for on an accrual basis.

2023 2022 $ Change % Change

Operating revenues

Operating expenses

Operating income

Net nonoperating revenues

Increase in Net Position

§ 5536513 § 5278579
5,590,504 5,269,254

§ 257,934 4.9%
321,250 6.1%

(53,991) 9,325

567,139 289,602

(63316)  -679.0%

271,537 95.8%

§ 513,148 S 298,927

§ 214221 T1.7%

7
Page 24 of 87



BLOCK ISLAND UTILITY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2023

Utility Plant and Debt Administration:

The electric distribution system on Block Island consists of:

e Approximately 50 miles of distribution lines; 36 miles of overhead and 14 miles of
underground,
A 4,160/2,400 volts substation with six distribution circuits,

e A generation plant that consists of four Milton-Cat diesel generators totaling approximately
7 MW of capacity that are permitted to run 500 hours/year for backup operation, and

e An interconnection to National Grid’s substation that is part of the Block Island
Transmission System (“BITS”). The BITS is also connected to the Block Island Wind
Farm, the nation’s first offshore wind farm owned by Orsted.

The Utility District also owns the tallest communications tower on Block Island, which hosts two
radio stations and four cellular carriers. This is a source of roughly $260,000 in revenue for the
Utility District per year which helps fund the operating budget.

The Utility District’s generation plant, substation, communications tower, facilities and
interconnection are generally in good condition. The distribution system, despite being neglected
for decades by the previous owners and has been the focus of the Utility District’s capital plans.
Approximately 700 of 2,000 poles have been replaced in the past 3-4 years and half of the
distribution transformer fleet have been replaced as well. Prior to April 2022, the capacity of the
distribution system required an imminent voltage conversion from 2.4 kV Delta to 4.160 kV Wye.
The voltage conversion essentially doubled the capacity of portions of the grid that were converted,
allowing for future load growth necessary to support beneficial electrification and a growing
summer economy. The sections of the distribution system that serves about 60% of the island load
have been converted. The conversion has resulted in an approximate 2% reduction in system
losses, has improved power quality and has dramatically improved the safety of the system. The
remaining portions of the distribution system will be converted in the next 5-7 years.

The Utility District utilizes a fully deployed, point-to-point radio AMI system that allows access
to real time 5-minute interval data. This data is housed in a cloud-based Meter Data Management
System (MDMS) that is fully integrated with the Utility District’s comprehensive iVUE software
package provided by the National Information Systems Cooperative (NISC). The systems include
a customer information system (CIS), an accounting system (ABS), a GIS-based mapping system,
an outage management system (OMS), a customer-facing mobile application (Smarthub) that
allows for online access to usage and payment information and a mobile field application that all
employees utilize on iPads which gives full access to all our systems based on needs and
permissions.

8
Page 25 of 87



BLOCK ISLAND UTILITY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2023

Employee Housing:

In 2022, the District took important steps to acquire and build employee housing by building an
additional single-bedroom apartment in the basement of the office building and purchasing a three-
bedroom townhouse for the Utility District’s Chief Executive Officer. The Utility District currently
has plans to move its offices to a temporary location some point in time in the next two to five
years in order to repurpose the existing office space to a third apartment.

Capital Assets

At December 31, 2023, capital assets, net of accumulated depreciation was $11,659,063 which
includes land, buildings and building improvements, construction in progress, and equipment. The
schedule below reflects the changes in capital assets, net of depreciation, from December 31, 2022
to December 31, 2023:

Block Island Utility District’s
Capital Assets

(Net of depreciation)
2023 2022 $ Change % Change
Land and land rights $ 1,167,685 $ 1,167,685 $ - 0.0%
Construction in progress - 61,967 (61,967) -100.0%
Buildings and improvements 2,583,926 2,401,094 182,832 7.6%
Equipment 9,610,538 8,361,042 1,249,496 14.9%
Accumulated depreciation (1,703,086) (1,219,917) (483,169)  39.6%
Total $ 11,659,063 $ 10,771,871  $ 887,192 8.2%

Additional information on the Block Island Utility District’s capital assets can be found in Note 6
to the financial statements, which accompany this report.
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BLOCK ISLAND UTILITY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2023

Debt Administration

At December 31, 2023, the District had total long-term debt of $9,341,857 an increase of $106,213
compared to the prior year. Additional information on the District’s long-term debt can be found
in the notes to financial statements.

2023 2022 $ Change % Change
Notes payable $ 8,439,857 $ 8,613,644 § (173,787) -2.0%
Line of Credit 902,000 622,000 280,000  45.0%
Total $ 9,341,857 $ 9235644 $ 106,213 1.2%

Additional information on the Block Island Utility District’s long-term debt can be found in
Note 11 to the financial statements, which accompany this report.

Credit Rating

The Block Island Utility District does not have a credit rating at this time, and is not required to
have a credit rating by CFC. We continue to evaluate the costs and benefits of obtaining a credit
rating and will do so if the benefits outweigh the costs.

Request for Information

The financial report is designed to provide our customers, Board of Utility Commissioners, and
creditors with a general overview of the District’s finances and to show the District’s
accountability for the customer charges received. Questions concerning this report, or requests for
additional information, should be directed to Mr. Jeffery M. Wright, President, Block Island Utility
District, 100 Ocean Avenue, P.O. Box 518, Block Island, RI 02807, Telephone (401) 466-5851.
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BLOCK ISLAND UTILITY DISTRICT

STATEMENT OF NET POSITION

DECEMBER 31, 2023

Capital Assets

Utility Plant in Service:

Land, at cost $ 1,167,685
Buildings and equipment, at cost 12,194,464

Total land, buildings, and equipment, at cost 13,362,149

Less: accumulated depreciation 1,703,086
Capital Assets, Net 11,659,063
Current Assets

Cash 123,799

Cash, customer deposits 121,684

Accounts receivable, customers (net) 104,100

Accounts receivable, other 10,386

Unbilled revenues 272,085

Materials and supplies inventory 665,291

Prepayments 104,550
Total Current Assets 1,401,895
Other Assets

Lease receivables 726.603
Total Other Assets 726,603
Deferred Outflows of Resources

Retirement plan related outflows 87,830
Total Assets and Deferred Outflows of Resources $§ 13,875,391

The accompanying notes are an integral part of these financial statements.
11
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BLOCK ISLAND UTILITY DISTRICT
STATEMENT OF NET POSITION (CONTINUED)

DECEMBER 31, 2023

Net Position
Net investment in capital assets
Unrestricted net position

Total Net Position

Long-Term Liabilities
Notes payable - net of current portion
Retirement liability

Total Long-Term Liabilities

Current Liabilities
Notes payable - current portion
Accounts payable
Accrued compensated absences
Accrued expenses - other
Unearned solar credits
Unearned revenue
Customer deposits

Total Current Liabilities
Total Liabilities

Deferred Inflows of Resources
Deferred lease revenue

Total Liabilities, Deferred Inflows of Resources and Net Position

$ 2,317,206
485,945

2,803,151

8,266,891

87,830

8,354,721

1,074,966
391,925
36,478
223,674
22,312
101,243
121,684

1,972,282

10,327,003

745,237

S 13875391

The accompanying notes are an integral part of these financial statements.
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BLOCK ISLAND UTILITY DISTRICT
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEAR ENDED DECEMBER 31, 2023

Operating Revenues $ 5,536,513
Operating Expenses
Operation and maintenance 3,656,149
General and administrative 1,382,190
Depreciation 483,169
Payroll taxes 68,996
Total Operating Expenses 5,590,504
Operating Loss (53,991)
Non-Operating Revenue (Expense)
Grant income 573,546
Miscellaneous revenues 80,867
Rental income - cell tower 235,921
Rental income - antenna sites 8,400
Rental income - property 63,601
Interest on debt (395,196)
Net Non-Operating Revenue 567,139
Net Income 513,148
Net Position - Beginning of Year 2,290,003
Net Position - End of Year $ 2,803,151

The accompanying notes are an integral part of these financial statements.
13
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BLOCK ISLAND UTILITY DISTRICT
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2023

Cash Flows from Operating Activities

Cash received from customers $ 5,630,657

Cash payments to employees (1,092,669)

Cash payments to suppliers (4,106,469)
Net Cash Provided by Operating Activities 431,519

Cash Flows from Noncapital Financing Activities
Proceeds from line of credit 280,000

Net Cash Provided by Noncapital Financing Activities 280,000

Cash Flows from Capital and Related Financing Activities

Capital acquisitions (1,370,361)
Proceeds from capital grants 573,546
Proceeds from deferred regulatory assets 80,867
Payments of loan principal (173,787)
Interest paid (395,196)
Net Cash Used in Capital and Related Financing Activities (1,284,931)

Cash Flows from Investing Activities

Proceeds from noncapital leases 314,736
Net Cash Provided by Investing Activities 314,736
Net Decrease in Cash (258,676)
Cash - Beginning of Year 504,159
Cash - End of Year $ 245,483

Cash is reported in the financial statements as follows:

Cash $ 123,799
Cash, customer deposits 121,684
Total $ 245,483

The accompanying notes are an integral part of these financial statements.
14
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BLOCK ISLAND UTILITY DISTRICT
STATEMENT OF CASH FLOWS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2023

Reconciliation of Operating Loss to Net Cash Provided by
Operating Activities:
Cash Flows from Operating Activities:
Operating loss $ (53,991)
Adjustments to reconcile operating income to net
cash provided by operating activities:

Depreciation 483,169
Changes in assets and liabilities:

(Increase) in accounts receivable and unbilled revenue 56,341

(Increase) in materials and supplies inventory 100,014

(Increase) in prepayments 28,257
(Decrease) in accounts payable and accrued liabilities (221,472)

Increase in unearned revenue 35,655

Increase in unearned solar credits 1,835

Increase in customer deposits 1,711

Total Adjustments 485,510

Net Cash Provided by Operating Activities $ 431,519

The accompanying notes are an integral part of these financial statements.
15
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BLOCK ISLAND UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2023

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
NATURE OF OPERATIONS

The Block Island Utility District (the Utility District) was established in 2017 by an act of the
Rhode Island General Assembly as a quasi-municipal non-profit corporation having a distinct
legal existence to the State of Rhode Island. Major functions include electric distribution utility
services on Block Island.

A five-member Board of Utility Commissioners has full management authority over the Utility
District. The electric utility is also subject to regulations by the Rhode Island Public Utilities
Commission (RIPUC).

The accounting methods and procedures adopted by the District conform to accounting
principles generally accepted in the United States of America (GAAP) for governments as
promulgated by the Governmental Accounting Standards Board (GASB) and specifically
applicable to enterprise funds and follow the uniform system of accounts prescribed by
regulatory bodies having jurisdiction over its activities. The more significant of the District's
accounting policies are described below.

REPORTING ENTITY

In evaluating how to define the District, for financial reporting purposes, management has
applied the entity definition criteria of GASB in considering all potential component units. The
decision to include a potential component unit in the reporting entity is made by applying the
criteria set forth in GASB Statement No. 61, The Financial Reporting Entity: Omnibus. Under
GASB Statement No. 61, a legally separate entity is required to be included as a component
unit if it is fiscally dependent upon the primary government and there is a financial benefit or
burden relationship present. The primary government is financially accountable if it appoints
the voting majority of the organizations governing board and (1) it is able to impose its will on
that organization or (2) there is a potential for the organization to provide specific financial
benefits to, or impose specific financial burdens on the primary government. A potential
component unit has a financial benefit or burden relationship with the primary government if,
for example, any one of the following conditions exists:

a) The primary government is legally entitled to or can otherwise access the
organization’s resources.

b) The primary government is legally obligated or has otherwise assumed the obligation
to finance the deficits of, or provide financial support to, the organization.

c) The primary government is obligated in some manner for the debt of the organization.

Based upon the application of the criteria, it was determined that there were no component
units to be reported.
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BLOCK ISLAND UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2023

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
BASIS OF ACCOUNTING

The District presents its financial statements on the accrual basis of accounting in accordance
with GAAP promulgated by the GASB. Under the accrual basis revenues are recognized when
earned and expenses when the related liability for goods and services is incurred, regardless of
the timing of cash flows.

The Federal Energy Regulatory Commission (FERC) uniform system of accounts has been
adopted by the Utility District. The District is reported as an enterprise fund. Enterprise funds
function similar to private businesses where the intent is that costs are financed primarily
through billings to those who benefit from the services provided.

CASH AND CASH EQUIVALENTS

The District considers cash equivalents to be all highly liquid investments with a maturity of
three months or less when purchased. There were no cash equivalents held at year end.

RECEIVABLES AND UNBILLED REVENUE

Accounts receivable from customers are shown net of a provision for uncollectible accounts
of $10,874. Accounts receivable are considered uncollectible and written off when all legal
means for collection have been exhausted. Estimated unbilled revenues from electric sales are
recognized at the end of each calendar year. The estimated amount is based on billings during
the period following the close of the calendar year.

REVENUE RECOGNITION

Electric division revenues are based on rates established by the District and filed with the
Rhode Island Public Utility Commission (RIPUC). Revenues from sales of electricity are
recorded on the basis of consumption by customers based on monthly meter readings taken on
a cycle basis. Revenues are stated net of discounts and any related bad debts.
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BLOCK ISLAND UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2023

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
MATERIALS AND SUPPLIES INVENTORY

Materials and supplies inventory consists of electrical utility parts and supplies valued at cost.
Cost is determined using a weighted average method on a first-in-first-out basis. The cost of
materials and supplies is capitalized and recorded as capital additions or expenses when
installed or consumed, rather than when purchased.

CAPITAL ASSETS

Additions with an individual cost of more than $500 and an estimated useful life of more than
one year are classified as capital assets. The cost of additions to utility plants includes
contracted work, direct labor, materials, and other indirect charges (and interest, if applicable).
Donated assets are valued at their estimated fair value on the date donated. Repairs and
maintenance are recorded as expenses when incurred.

Depreciation of capital assets is charged as an expense against operations, and accumulated
depreciation is reported on the statement of net position. Depreciation has been provided over
the assets estimated useful lives of 5 to 50 years using the straight-line method of depreciation.
No depreciation is taken on land or land rights. Depreciation is begun in the year when the
asset is placed in service. The cost of property sold, retired or otherwise disposed of is removed
from the asset account, and the related depreciation is removed from the accumulated
depreciation account. The resulting gain or loss is reported in the statement of revenues,
expenses, and changes in net position.

LONG-LIVED ASSETS IMPAIRMENT

The District reviews the carrying value of its long-lived assets to ensure that any impairment
issues are identified and appropriately reflected in the financial statements. Factors involved
in this review include the market value of the assets, business conditions, future plans for asset
use, and the expected future cash flows generated from the assets. Should the expected cash
flows be less than the carrying value, an impairment loss would be recognized to reduce the
carrying value. No impairment losses were recognized in the 2023 financial statements.

PENSIONS

For purposes of measuring the retirement liability, benefit payments are recognized when due
and payable in accordance with benefit terms.
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BLOCK ISLAND UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2023

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
LEASES (4S LESSOR)

The District recognizes a lease receivable and a deferred inflow of resources in the financial
statements. At the commencement of a lease, the District initially measures the lease receivable
at the present value of payments expected to be received during the lease term. Subsequently,
the lease receivable is reduced by the principal portion of lease payments received. The
deferred inflow of resources is initially measured as the initial amount of the lease receivable,
adjusted for lease payments received at or before the lease commencement date. Subsequently,
the deferred inflow of resources is recognized as revenue over the life of the lease term.

Key estimates and judgments include how the District determines (1) the discount rate it uses
to discount the expected lease receipts to present value, (2) lease term, and (3) lease receipts.
The District uses its estimated incremental borrowing rate as the discount rate for leases. The
lease term includes the noncancellable period of the lease. Lease receipts included in the
measurement of the lease receivable are composed of fixed payments from the lessee. The
District monitors changes in circumstances that would require a remeasurement of its lease,
and will remeasure the lease receivable and deferred inflows of resources if certain changes
occur that are expected to significantly affect the amount of the lease receivable.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows and inflows of resources. This separate section represents a consumption of
net assets that applies to future period and so will not be recognized as an outflow of resources
(expense/expenditure) or inflow of resources (revenue) until that later date. At December 31,
2023 the District reported $87,830 of deferred outflows of resources related to its retirement
plan and $745,237 of deferred inflows of resources relating to its lease receivable.

USE OF ESTIMATES

The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

RESTRICTED VERSUS UNRESTRICTED RESOURCES

When both restricted and unrestricted amounts are available for use, it is the District’s practice
to use restricted resources first.
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BLOCK ISLAND UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2023

NOTE 2 — STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
DEPOSITS WITH FINANCIAL INSTITUTIONS

Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits may
not be returned to it. It is the District’s policy to follow the requirements contained in Section
35-10.1-7 of the General Laws of the State of Rhode Island, dealing with the collateralization
of public deposits, which requires that all time deposits with maturities of greater than 60 days
and all deposits in institutions that do not meet the minimum capital requirements of its Federal
regulator must be collateralized.

NOTE 3 — NET POSITION
Net position is reported in three categories:
Net Investment in Capital Assets consists of all capital assets, reduced by accumulated
depreciation, and the outstanding balances of any bonds, mortgages, notes or other

borrowing that are attributable to the acquisition, construction, or improvement of those
assets. At December 31, 2023, the net investment in capital assets was $2,317,206.

Restricted Net Position consists of restricted assets, when constraints are placed on the
assets by creditors, grantors, contributors, laws, regulations, etc. At December 31, 2023,
had no restricted net position.

Unrestricted Net Position is designed to represent the net available assets, for the entire
District. At December 31, 2023, the unrestricted net position was $485,945.
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BLOCK ISLAND UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2023

NOTE 4 — CASH
DEPOSITS

The District maintains deposits with financial institutions in excess of amounts insured by the
Federal Deposit Insurance Corporation (“FDIC”). Beginning on January 1, 2013 the FDIC
insures up to $250,000 per depositor, per insured depository institution for each account
ownership category. At December 31, 2023, the carrying amount of the District’s cash was
$245,483. The District maintains its collateralization of US Government Securities with a
102% margin under a custodian agreement with the Washington Trust Company whereby all
funds are collateralized and held in the District’s name. Custodial credit risk for deposits is
the risk that, in the event of failure of a depository financial institution, a government will not
be able to recover its deposits or will not be able to recover collateral securities that are in the
possession of an outside party. The District has not experienced any losses of funds in excess
of federally insured limits held in any financial institutions. Management feels custodial risk
is minimal because the US Government Securities are held in the name of the District which
is independent of the financial conditions of the depository financial institutions.

NOTE 5 — PREPAYMENTS

At December 31, 2023, prepayments consist of the following advance payments:

Purchased power $ 33,118
Insurance Premiums 71,432
Total $ 104,550
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BLOCK ISLAND UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2023

NOTE 6 — CAPITAL ASSETS

A summary of capital assets is presented below:

Balances Retirements & Balances
January 1, 2023 Additions Adjustments December 31, 2023

Nondepreciable Assets:

Land and land rights $ 1,167,685 $ - - 3 1,167,685

Construction in progress 61,967 -- (61,967) --
Depreciable Assets

Buildings 2,401,094 182,832 -- 2,583,926

Equipment 8,361,042 1,249,496 -- 9,610,538
Total Cost 11,991,788 1,432,328 (61,967) 13,362,149
Accumulated Depreciation (1,219,917) (483,169) -- (1,703,086)
Net Capital Assets $ 10771871 § 949159 § (61967) $ 11,659,063

NOTE 7 — LEASE RECEIVABLES

The District is reporting Lease receivables of $726,603 at December 31, 2023. The District
reported lease revenue of $233,384 related to lease payments received for 2023. These leases
are summarized as follows:

Lease Lease
Lease Receivable Revenue
Verizon Wireless $ 132,811 $ 60,410
TMobile 355,731 73,581
AT&T Wireless PCS 119,748 39,800
Cingular (AT&T) 118,313 62,130

$ 726,603 § 235,921

Verizon Wireless — On July 10, 2001, the District entered into a lease agreement with Verizon
Wireless for the lease of a Cell Tower. Based on this agreement, the District is receiving
monthly payments through July 1, 2026. There is a renewal option included in this lease
agreement.
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BLOCK ISLAND UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2023

NOTE 7 — LEASE RECEIVABLES (CONTINUED)

TMobile — On September 12, 2016, the District entered into a lease agreement with TMobile
for the lease of a Cell Tower. Based on this agreement, the District is receiving monthly
payments through September 12, 2036. There is a renewal option included in this lease
agreement.

AT&T Wireless PCS — On March 15, 2002, the District entered into a lease agreement with
AT&T Wireless PCS for the lease of a Cell Tower. Based on this agreement, the District is
receiving monthly payments through March 15, 2027. There is a renewal option included in
this lease agreement.

Cingular (AT&T) — On September 1, 2001, the District entered into a lease agreement with
Cingular (AT&T) for the lease of a Cell Tower. Based on this agreement, the District is
receiving monthly payments through September 1, 2026. There is a renewal option included
in this lease agreement.

The District’s future minimum payments of lease receivables is presented as follows:

2024 $ 165,012
2025 159,091
2026 123,941
2027 38,944
2028 29,144
2029-2033 138,962
2034-2036 71,509
$ 726,603

NOTE 8 — RETIREMENT

The District has an agreement with seven individuals to pay each a monthly pension benefit of
$1,000, which includes the spouse as a continued recipient of the pension in the event of the
death of the primary pensioner. None of the agreements are part of a qualified plan and
payments will end upon either the recipient’s death or the death of their surviving spouse. The
District reported a liability of $87,830 at December 31, 2023.

In addition to assets, the statement of financial position may report a separate section for
deferred outflows of resources. The separate section represents a consumption of net position
that applies to a future period and so will not be recognized as an outflow of resource (expense)
until that later date. The District had retirement plan deferred outflows of $87,830 for 2023.
As part of the acquisition of Block Island Power Company, the District agreed to continue
providing the retirement benefits as noted in the previous paragraph in order to retain the
employees. In doing so, consideration exceeded the net position acquired. In accordance with
GASB Statement 69 — Government Combinations and Disposals of Government Operations,
a deferred outflow was included in the financial statements which will be amortized over the
life of the participating individuals.

23
Page 40 of 87



BLOCK ISLAND UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2023

NOTE 9 — COMPENSATED ABSENCES

Employees accumulate vacation benefits after one full year of employment. After one full year
of employment an employee is granted five vacation days, after the third full year of
employment the employee is granted ten vacation days, after the tenth full year of employment
an employee is granted fifteen vacation days and at the end of an employee’s eleventh year of
employment and each subsequent year one-half day of vacation time is added per year of
employment. Vacation time must be used in the year earned with two exceptions; employees
may request to be paid for one week (cash out) at the end of the year or carried into sick time
as detailed in the sick time section.

Each employee shall receive two normal working days off to be used as personal days after the
first year of employment.

Each employee is allowed five sick days after one full year of work. Sick days can be carried
forward year to year — limited to 20 days. Until 20 days are accrued, vacation days may be
carried forward to comprise a total of 20 sick days. If an employee’s sick time balance is zero
then vacation or unpaid time must be taken. As of December 31, 2023, the liability for accrued
sick leave and vacation was $36,478.

NOTE 10 — RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; and natural disasters for which the District carries
commercial insurance. There were no significant reductions in insurance coverage for the past
three years.
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BLOCK ISLAND UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2023

NOTE 11 — LONG-TERM LIABILITIES (CONTINUED)

Presented below is a summary of the District’s note payable debt service requirements to
maturity by year:

Year Principal Interest Total
2024 $ 1,082,127 § 355,450 § 1,437,577
2025 187,595 347,982 535,577
2026 195,383 340,194 535,577
2027 203,506 332,072 535,578
2028 211,979 264,478 476,457
2029-2033 1,200,371 1,477,510 2,677,881
2034-2038 1,474,652 1,203,228 2,677,880
2039-2043 1,814,526 863,360 2,677,886
2044-2048 2,236,531 471,353 2,707,884
2049-2052 735,187 59,152 794,339
Total $ 9,341,857 $§ 5,714,779 $ 15,056,636

Interest expense incurred on the long-term debt for the year ended December 31, 2023 was
$395,196.

In accordance with the bond covenants, the District shall achieve an Average Modified Debt
Service Coverage, (MDSC) a ratio of not less than 1.35. The District shall not decrease its
rates for electric service if it has failed to achieve a MDSC Ratio of 1.35 for the calendar year
prior to such reduction subject only to an order from a governmental authority properly
exercising jurisdiction over the District. At December 31, 2023 the District maintained a
MDSC of 2.54 which satisfied the covenant. There is one additional covenant mandating the
audited financial statements be submitted within 120 days after year end. The financial
statements are dated April 22, 2024, which satisfies the covenant.

NOTE 12 — LINE OF CREDIT

On March 3, 2020 the Utility District renewed their revolving line of credit arrangement with
the National Rural Utilities Cooperative Finance Corporation (CFC) which carries a maximum
possible balance of $900,000. Amounts borrowed on the line bear interest at a rate which is set
and published by CFC from time to time. The balance on the line of credit was $900,000 as of
December 31, 2023, at which time the interest rate was 7.25%.
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BLOCK ISLAND UTILITY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2023

NOTE 13 — ROOFTOP SOLAR GENERATION PROJECT

In the spring of 2020, the HBC Affordable Apartments granted the District a rooftop solar
project. The project was commissioned on July 26, 2020. The combined rating of the solar
PV equipment is 94.1 kW DC and 81.0 kW AC. Operation of the solar PV equipment by the
District is subject to the following conditions: (a) the solar PV equipment shall be separately
metered, (b) generation produced by the solar PV equipment shall be valued at the prior year’s
net metering rate as approved by the RIPUC in the District’s annual standard offer and
transmission reconciliation filing, (c) any value attributable to generation produced by the solar
PV equipment shall be paid into a restricted account (“Solar Restricted Fund”), and (d) monies
in the Solar Restricted Fund shall be used as directed by the Board of Commissioners to create
a decommissioning fund for the solar PV equipment, for maintenance of the solar PV
equipment, and for capital projects related to the District’s distribution system. During 2023,
the total generation was 117,750 kWh which was valued at $18,345. There was $16,411 spent
to offset costs associated with the pole replacement capital project and the Board of
Commissioners approved the 10% of current year funding of $1,835 to be transferred from the
Solar Restricted Fund for future maintenance.

NOTE 14 — CREDIT RISK CONCENTRATION

The District operates within an industry which has undergone state and federal restructuring.
The restructuring process has affected issues which may have significant financial impact on
Block Island, but at this time it is not possible to determine the nature of or extent of that
impact.

The District provides electrical power service to customers within a small geographic area.
The Division grants credit to all of its customers. No customers exceeded 10% of revenues or
accounts receivable.
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MARCUM

ACCOUNTANTS 4 ADVISORS

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To The Board of Utility Commissioners
Block Island Utility District
New Shoreham, Rhode Island

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States (Government Auditing
Standards), the financial statements of the Block Island Utility District, as of and for the year
ended December 31, 2023, and the related notes to the financial statements, as listed in the table
of contents, which collectively comprise the Block Island Utility District’s basic financial
statements, and have issued our report thereon dated April 22, 2024.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Block Island
Utility District’s internal control over financial reporting (internal control) as a basis for designing
audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Block Island Utility District’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Block Island Utility District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Block Island Utility District’s
financial statements are free from material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with
which could have a direct and material effect on the financial statements. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of noncompliance
or other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Worewnt LLP

Providence, RI
April 22, 2024
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>, BLOCK ISLAND
UTILITY DISTRICT

A Touchstone Energy” Cooperative &
==

Meeting of the Board of Utility Commissioners
Thursday, April 2, 2024 @ 4:00 PM

THE MEETING WAS HELD AT THE HARBOR CHURCH

In attendance: Barbara MacMullan, Board Chair, Mary Jane Balser, Ken Lacoste, John
Warfel, Tom Risom.

Jeffery Wright, President, Tracy Fredericks, Evan Carey, Dave Lewis, Molly O’Neil, Tom
Durden, Richard Martin, Carlos Salinas, Steven Record

The meeting was called to order at 4:04 pm

1. Public Input-Carlo Salinas-asked if there will be a discussion on the NRECA
conference. President Jeffery Wright reposed yes, in his report.

Commissioner, John Warfel stated that Sadie Flateman asked if she could lease
some space at BIUD for a trailer that is self-contained for processing shellfish. Jeff
said he would meet with her.

2. Commissioner’s Report: No report

3. Approve Board Meeting Minutes from the February 22, 2024, Regular Meeting
Commissioner, Ken Lacoste moved to approve the meeting minutes from the
February 22, 2024 meeting, MaryJane Balser seconded motion. The motion was
approved unanimously.

4. ETIPP Update- (Energy Transition Initiative Partnership Program) Board Chair,
Barbara MacMullan reported that we are making good progress; they have come
up with a plan of work that was submitted to the Department of Energy for
approval. Barbara added that we are looking at ways to improve the resiliency of
the system on the Island including:

1) We held a public meeting in November, based on the public input we created
the 2040 energy roadmap trying to forecast out what things will look like over the
next few years. They will look at our data and do load forecasting work, what our
future needs will be.

2) We will also look at community scale wind and solar that would benefit all
members. This would be to identify where we could do this and if this could be
possible. We will do this for wind as well.

3) We will look at distributed solar, which is going on right now, we will see how
much more we can handle and how they will impact the operations of the power
company.

4) We will look at biofuel.

5) We will then come up with different scenarios and what it wow@éo&éliw%rfg87



forward.

7) We are also looking into a community solar pilot project, which is a study , what
would the benefits be. Barbara added that this is a separate project handled by
The National Community Solar Partnership.

8) We will spend the rest of 2024 doing these analysis and report to the
community in 2025.

Jeff added that this is a DOE grant that will help us work on the varying needs of
the community. One of our biggest challenges is that in the wintertime we need 1
megawatt of energy while in the summer we need 5 megawatts.

Member, Carlos Salinas asked how does the community solar pilot program other
than be working with NCSP differ from what the ETIPP folks would be doing? Jeff
responded that it would detail the economics of how you treat the generation.
They are one in the same from a technical aspect.

Carlos asked where would block rates analysis come in? Is this under the
technology, economic analysis? Or is it discounted that we are not going to think
about disincentivizing excessive energy consumption? Jeff answered that this
ETIPP projects is focused on renewable energy on the island and that block rates is
a totally separate topic and that would come up when we have a rate case.

Barbara added that this analysis will help inform us on how to structure rates.

Member, Dave Lewis asked thinking 20 years into the future, Orsted decides at the
end of their 20-year PPA that the wind farm is no longer energy efficient and
decide to decommission the wing farm. Who owns the cable, and are they
obligated by law to continue providing power through the cable?

Jeff responded by saying the cable is an ISO New England transmission asset. It will
be there, to serve load and transmit generation. Rl Energy owns it today. What we
don’t know is the cost share that goes along with the cable cost. Maintenance
costs can be very expensive this may be an issue at some point. Right now, there is
a cost share called the BITS charge. Our share is larger than the rest of the state
because we directly benefit from the cable. The question is if the wind farm goes
away are the other Rl customers still going to be charged the cable maintenance
costs? This is something we need to investigate.

Ken Lacoste offered there is money in escrow for the decommissioning of the wind
farm.

Board Treasurer, Tom Risom asked if part of the study is looking at community
collection/battery storage? John said he did ask the ETIPP group to look into this.
Would it be beneficial if we asked members to install battery storage if there was a
rate incentive? John said it is on the table and we hope to see some economics on
this topic.

Carlos asked if micro-gridding is something that would be explored? Jeff offered
that this was one of the options, and we are a micro-grid. We have generation, we
have smart meters and all the technology to call ourselves a micr&?gag@/éQdOf 87



look into a microgrid option on High Street encompassing the Water Company, the
school and the Medical Center but thought the money would be better used
focusing on the generation issues for the whole island instead of one area. We
may look into this at a later date.

Review 2024 Strategic Plan: Jeff updated the Strategic Plan chart, saying we are in
good shape, and we will continue to work on this and focus on this. As the year
progresses, we will continue to update this chart, which will be on all the regular
meeting agendas. We have nothing bad to report.

Treasurer’s Report: Tom Risom reported that we are up to date reviewing all the
monthly Treasurer’s Reports. Tom reported that we are almost done with the
2023 audit; it will be out this month with the draft and the final in the April
meeting.

Jeff offered that the quarterly financial statements will be presented at the April
meeting.

Jeff also added that we are managing cash flow and expenses well in Q1, but we
are not doing capital work like we have in the past. If we get the grant that will
change everything. We are still on track to file a rate case in the fall.

President’s Report: Jeff reported that we have submitted approximately 80% of
the paperwork to NRECA for the pole replacement grant. NRECA sounds positive
every time we speak with them. Jeff explained that this is the second round of the
same grant application. The first round of money went to wildfire mitigation. If we
get this grant, it will get us back on track, with all the infrastructure work we have
been doing over the past several years. The award is 4.3 million with 50% match,
we would have to get a loan from CFC for just over $2 million but we will be able
to replace all the remaining poles on the island and other work next winter. We
should know by early this summer.

Jeff reported that he spoke with the Rl Office of Energy, they have $250,000
earmarked for BIUD. We are submitting an application for the voltage conversion.
There is also a required 50% match.

Jeff reported that he is working on this and will have an update in April. The debt
filing is going to term out our line of credit along with the $250,000 match for the
grant. It should be done by the end of May.

The amount of construction projects on the island are at an all-time high. We have
approximately half a million dollars of work in the que right now. We have the
materials in stock, but will have to backfill the inventory, the members are charged
the replacement cost of the inventory.

Jeff added that it is important that we continue with the voltage conversion so
that we have can serve the increasing load on our system.

Jeff reported that regarding new projects, we have not heard anything fro
Champlin’s that would switch them over for this summer. They afe aue 51)29; 87



of our load.

Jeff reported we are still on track to switch to Federated Insurance Exchange in
August. They served thehe majority of electric Coop’s and utility districts. We
should expect a significant savings when we are switched over.

Jeff added a personal update, that he is currently going through a divorce, but that
should be over soon. He will not be leaving the island and is still focused on the
job. He wants to be open with the community on his status.

Carlos asked if we plan to lobby on any specific issues especially the EPA directive
on generation. Jeff offered that we will monitor this, but this is what the NRECA
does. He stressed that as a member of NRECA we do have a voice on the national
level.

Appoint Two Commissioners to a new TNS/Utility District broadband
maintenance sub-committee.

Barbara stated that she and Jeff had been talking with the Town of New Shoreham
about BIUD assuming the management of the broadband system. Sertex is
already located in our facility, our line crew is doing some of the pole transfers and
the Town is in the process of trying to figure out the best governance for the
broadband system. This seems to be a natural fit since we are already doing some
of the work and we understand rates and cost structures. This sub- committee is
to explore what makes sense and what the next steps should be. It would consist
of two town council members, two BIUD board members along with Amy Land
and Jeff Wright.

Barbara asked that she be considered since she has already done a good deal of
work on this project. Tom Risom also expressed interest in serving on this
committee.

Steve Record noted that the Block Island Broadband Committee doesn’t exist any
longer and asked for clarification on who appointed this committee.

Barbara responded that the town clerk has asked for this committee. Jeff added
that Amy Land had contacted him about this committee since BIUD is already
doing a lot of the work. It would help save money for the town since we already
have the trucks and equipment. Jeff also noted that are main commitment is to
the Utility District members.

Barbara clarified that this is a new, investigative committee with two town council
members, two utility district board members, Jeffery Wright, and Amy Land. This is
to help the town with some of the maintenance of the broadband network. This
would include billing, and maintenance of the system with Sertex. This is not a
decision-making committee, it is an advisory committee, and they would come
back to the Town of New Shoreham with their findings.

Jeff stated that he is still focused on the Utility District members, and this would
need to benefit the BIUD members.
Page 52 of 87



Ken Lacoste made a motion to appoint Barbara and Tom to be part of the working
group associated with the town council and Amy Land and Jeff Wright to explore
the future management of the broadband system. The motion was seconded by
John. The motion passed, Mary Jane Blaser abstained.

Report on NRECA TechAdvantage Conference and Annual Meeting held in San
Antonio, Texas by attendees; Barbara MacMullan, Ken Lacoste, Tom Risom,
Dick Martin, Tom Brown, and Jeffery Wright.

Barbara MacMullan attended an electric vehicle class. Their message was we all
need to be prepared for electric vehicles and their power usage demand and
rates. How do we control this? What will the impact on our load be?

She also attended a class on Financial Decision Making; what the board’s role is
in financial decision making. How do these decisions affect the company.
Barbara offered that all board members should investigate this and possibly
have a workshop focusing on this topic.

Tom Risom attended a Leadership Council class. EV will use more of the grid,
not pushing EV’s as much as they did a few years ago. He went to a course on
the Cooperative structure.

Tom also offered that the trade show was great, many different companies
present, including the one that worked on the Bl Windfarm cables.

Tom also attended a session on safety programs and what the board can do to
promote safety, it’s cultural, you don’t want to incentivize this, you need to
work as a team on this, but it comes from the top, to provide funding and
equipment.

Ken Lacoste reported that he attended the courses on Saturday and Sunday, 1)
Road to Resilience, and 2) Strategic Planning. The theme was around capacity of
the system to maintain, imagine the unimaginable, abandon the past and
respond to new challenges. There was a focus on cyber security strategies, be
ready and willing to engage in new policies.

Ken was impressed with the expo, the new energy production and safety
technologies available.

Tom Brown reported that he felt really empowered, and that he wanted to
come back and get right back to work to put the ideas to work. All of the
general session were motivating.

Dick Martin reported that this was his first conference and trade show. It was

very overwhelming, and eye-opening. The amount of people at the sessions was
tremendous. He offered that he really enjoyed the speakers, and learned a lot,

the acoustics were not great. He also thought the trade show was great and

learned a lot about the new technologies and equipment, as a mechanic it was

very interesting to learn more. This was an opportunity that he \H@ﬂﬁe53 of 87



forget, and was also able to visit the Alamo.

Barbara added that having directors and employees going to these conferences
together is extremely beneficial.

Tom also added that the youth programs are fantastic, and asked for help in
recruiting a Block Island high school senior for next year’s program.

Barbara made a motion to adjourn, seconded by Tom, motion was passed
unanimously. The meeting adjourned at 5:55 pm.
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AGENDA ITEM 8
TREASURER’S REPORT
AND
Q1 FINANCIALS
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INSERT Q1 FINANCIALS PAGE 1 HERE
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INSERT Q1 FINANCIALS PAGE 2 HERE
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INSERT Q1 FINANCIALS PAGE 3 HERE
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INSERT Q1 FINANCIALS PAGE 4 HERE
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AGENDA ITEM 9
PRESIDENT’S REPORT
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PRESIDENTS REPORT
APRIL 25, 2024

GRIP Grant Status Update

BIUD is a joint applicant with 60+ other coops that NRECA is representing. BIUD’s projects cope includes
changing all poles on the island grater than 20 years old. The project budget is $4.3M and would fund
the replacement of 1,200 poles.

On April 17", NRECA Research submitted GRIP Topic 1 Application for SABER to the Department of
Energy for the Grid Resilience and Innovative Partnerships (GRIP) Program. The proposal submitted was
with 56 cooperatives across 26 states for an approximate total of $97 million federal share. According to
DOE’s timeline, we should hear back in the summer if we are selected for negotiations.

RI-OER Non-Wires Alternative Grant
The application has not been submitted yet.

Debt Filing
This will be included in your May board packet for your approval.

Insurance

Federated Insurance Exchange will be present at the May board meeting to introduce themselves to the
board. They are preparing our full quote now. The transition will occur as policies expire. I've included a
full listing of all insurance policies, the cost for each and the expiration date for your review. The listing is
on the following page.

Plant Upgrades
We will be planting 18 trees in front of the power company plant area for aesthetic and wind screening.

We are working to have them brought to the island and planted in the nest 3-4 weeks.

Voltage Conversion
We are planning to convert the High Street load from the Majestic Movie Theater to Ebbets Hollow Road
before May 31. This will require a short outage to the affected area for approximately 2-3 hours.

NRECA/Federated Safety Summit

Tom Durden and Evan Carey will be attending the National Safety Summit in Kansas City next week.
There are currently just over 3,500 attendees registered for the annual event. It is sponsored by NRECA
and Federated Insurance Exchange.
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Summary of Insurance

Prepared 4/2/24
For: Block Island Utility District By: Carey, Richmond & Viking Insurance
PO Box 518 Two Corporate Place
Block Island, Rl 02807 Middletown, RI 02842
Coverage Company Policy Number | Eff date Exp date Premium
Directors & Officers | Chubb G71092835 1/29/2024 1/29/2025 $19,762
Coverage Company Policy Number | Eff date Exp date Premium
Pollution ACE G71498840 3/08/2024 3/08/2025 $1,781
Coverage Company Policy Number | Eff date Exp date Premium
Management Travelers 106911602 3/09/2024 3/09/2025 $8,028
Coverage Company Policy Number | Eff date Exp date Premium
General Liability Westchester G74467088 001 3/25/2024 3/25/2025 $50,500
Tax: $2,020
Fee: $500
Coverage Company Policy Number | Eff date Exp date Premium
Umbrella Old Republic ORGRXS000339 | 3/25/2024 3/25/2025 $22,779
Tax: $911.16
Fee: S750
Coverage Company | Policy Number | Eff date Exp date Premium
Employment Practices | Scottsdale | EKI3474578 4/17/2024 4/17/2025 $4,404
Coverage Company Policy Number | Eff Date Exp Date Premium
Property Chubb 3607-5896 8/1/2023 8/1/2024 $149,918
Coverage Company Policy Eff date Exp date Premium
Worker's Compensation Beacon Mutual | 6574 8/1/2023 8/1/2024 $10,051
Coverage Company Policy Number | Eff Date Exp Date Premium
Commercial Auto Arbella 1020057494 8/1/2023 8/1/2024 $25,560

Page 65 of 87




AGENDA ITEM 10

NATION RURAL ELECTRIC COOPERATIVES
(NRECA) UPDATE
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