McElroy & Donaldson

Michael R. McElroy Attorneys at Law Michael@McElroyLawOffice.com
Leah J. Donaldson Leah@McElroyLawOffice.com
21 Dryden Lane
Members of the Rhode Island Post Office Box 6721 (401) 351-4100
and Massachusetts Bars Providence, RI 02940-6721 Jax (401) 421-5696

December 31, 2021

Luly Massaro

Clerk

Division of Public Utilities and Carriers
89 Jefferson Boulevard

Warwick, Rl 02888

Re: Block Island Utility District — Application to Division for Authorization to Incur Debt
Dear Luly:

As you know, this office represents Block Island Utility District d/b/a Block Island Power
Company (“BIUD”). Enclosed please find an original and five (5) copies of the following:

1. BIUD’s application for authorization pursuant to R.I.G.L. § 39-3-15 to incur debt

2. Draft notice as required by Division Rule 1.14(A)(4). Please review it and let me know if
it is acceptable, and if you want me to publish it or if you would prefer to publish it
yourself in the usual fashion.

3. Testimony of Jeffery M. Wright and David G. Bebyn in support of BIUD’s application
containing information required by R.1.G.L. § 39-3-17 and Division Rule 1.14.

If you need any further information, please do not hesitate to contact me.

Very truly g)urs

Leah J. Donaldson
Encl.

Cc: Christy Hetherington, Esq.
Tiffany Parenteau, Esq.
Katherine Merolla, Esq.
Block Island Town Clerk
David G. Bebyn, CPA
Jeffrey M. Wright



STATE OF RHODE ISLAND
DIVISION OF PUBLIC UTILITIES AND CARRIERS

IN RE: BLOCK ISLAND UTILITY DISTRICT : Docket No. D-21-

APPLICATION FOR AUTHORIZATION TO INCUR DEBT

NOW COMES the Block Island Utility District (“BIUD”), pursuant to R.1.G.L. § 39-3-15, §
39-3-17, 815-RICR-00-00-1.14 ("Rule 14") of the Rules of Practice and Procedure of the Division
of Public Utilities and Carriers (“Division”), and requests authorization from the Division to incur
$1,800,000 in debt for the purposes of: (1) a system-wide voltage conversion ($1,500,000), and (2)
repayment of a line of credit ($300,000).

The information required by R.I.G.L. § 39-3-17 and Rule 1.14 is included in the written
testimony of Jeffery M. Wright and David G. Bebyn, CPA, which is filed simultaneously herewith
and is incorporated by reference herein.

WHEREFORE, BIUD respectfully requests that the Division approve the loan.

BLOCK ISLAND UTILITY DISTRICT
By its attorneys

Dated: December 31, 2021 &“ﬂvd BO’MQ\J“LO\/

Leah J. Donaldson, Esq. #7711
Michael R. McElroy, Esq. #2627
McElroy & Donaldson

P.O. Box 6721

Providence, Rl 02940-6721

Tel:  (401) 351-4100

Fax: (401) 421-5696
Leah@McElroyLawOffice.com
Michael@McElroyLawOffice.com




STATE OF RHODE ISLAND
DIVISION OF PUBLIC UTILITIES AND CARRIERS

IN RE: BLOCK ISLAND UTILITY DISTRICT : Docket No. D-21-

NOTICE OF HEARING

Pursuant to the provisions of R.I1.G.L. 8§ 39-1-1, 39-3-15, and 39-3-17 of the Rhode Island
Genera] Laws, as amended, the Division of Public Utilities and Carriers will conduct a public
hearingon 2022, at ___in a hearing room of the Division of Public Utilities and Carriers,
89 Jefferson Boulevard, Warwick, Rl 02888. The hearing may continue thereafter from day to day
and from time to time as required.

In this docket, the Division of Public Utilities and Carriers will consider an application by
Block Island Utility District seeking consent and authorization to incur $1,800,000 in debt for the
purposes of: (1) a system-wide voltage conversion ($1,500,000), and (2) repayment of a line of
credit ($300,000).

The application and related documents are on file at the office of the Division of Public
Utilities and Carriers, 89 Jefferson Boulevard, Warwick, Rl 02888 and at the office of McElroy &
Donaldson, 21 Dryden Lane, Providence, Rl 02904 and may be examined there.

Reference is made to Chapters 39-1, 39-3, and 42-35 of the General Laws; also specific
sections 39-1-7, 39-1-8, 39-1-11, 39-1-12, 39-1-16, 39-1-18, 39-1-20, 39-3-24, 39-3-25, 39-3-30,
42-35-8, 42-35-9, and 42-35-10.

THE DIVISION OF PUBLIC UTILITIES AND CARRIERS IS ACCESSIBLE TO THE
HANDICAPPED. INDIVIDUALS REQUESTING INTERPRETER SERVICES FOR THE

HEARING IMPAIRED MUST NOTIFY THE CLERK'S OFFICE AT 941-4500 FIVE DAYS IN
ADVANCE OF HEARING DATE.



Direct Testimony
of

Jeffery M. Wright

For

Block Island Utility District DBA Block Island Power Company

Docket No.

December 30, 2021
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Please state your name and business address for the record.
My name is Jeffery M. Wright. My principal business address is 100 Ocean Avenue,
Block Island, Rhode Island 02807.

By whom are you employed, and in what capacity?

I am the President of the Block Island Utility District d/b/a Block Island Power Company
(BIUD). Additionally, I represent Rhode Island on the National Rural Electric
Cooperative Association (NRECA) Board of Directors.

Can you please describe your education and experience?
I have an Associate Degree in Accounting and have worked for electric utilities since
1984 in various roles. I have been the President of the Block Island Power Company and

the newly formed Block Island Utility District since February 2017.

Before coming to Block Island, I was Chief Operating Officer at Vermont Electric
Cooperative (VEC), the state’s second-largest utility and largest electric cooperative,
which served approximately 40,000 electric meters across nearly 1/3 of Vermont. I was
responsible for the company’s operations, including transmission and distribution
operations, substations, system operations, and engineering. I worked closely with the
company’s CFO in developing long range capital plans, long-range financial forecasting,
negotiating long term real estate leases for siting utility-scale solar projects, and joint
ownership agreements for transmission assets necessary to connect several large
renewable projects, such as the 63 MW Kingdom Community Wind Project located

within our service territory.

Before working for VEC, I worked at Vermont Electric Power Company (VELCO). In
1999, I became a member of the company’s senior leadership team. I was responsible for
managing the company’s assets, including over 35 high voltage transmission substations,
more than 700 miles of high voltage transmission lines, all rights of way, and the
company’s facilities and fleet assets. I also managed the investments of Vermont Electric

Transmission Company (VETCO), which owns and maintains Vermont’s portion of the
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450 kV DC “Phase One” line.

What is the purpose of your testimony?

The purpose of my testimony is to sponsor BIUD’s debt filing, seeking approval of long-
term financing for two items; 1) a system side voltage conversion for $1,500,000 and 2)
to convert a line of credit provided by our lender to fund the contingency liability
assumption associated with the Island Light and Power’s ongoing litigation with its

minority shareholder, the Sara McGinnes Trust, for $300,000.

What lender do you plan to use for the financing?

The National Rural Utilities Cooperative Finance Cooperation (“CFC”) is our sole lender.
We are currently a 100% CFC borrower, which maximizes our discounts. They have also
provided us with 1) a $370,000 line of credit used for operations, 2) a $325,000 letter of
credit used to post collateral for our ISO-NE transmission and capacity obligations and,
3) the $300,000 line of credit to cover the contingent liability assumption associated with
Island Light & Power Company’s ongoing litigation with its minority shareholder, the

Sara McGinnes Trust.

Can you describe CFC again for us, their services, and why BIUD is currently a
100% borrower?

CFC is a $25 billion member-owned cooperative association incorporated under the laws
of the District of Columbia. They were incorporated in April 1969. CFC’s principal
purpose is to provide its members with financing to supplement the loan programs of the
Rural Utilities Service (“RUS”) of the United States Department of Agriculture
(“USDA”). CFC provides loans to its rural electric members to acquire, construct and
operate electric distribution, generation, transmission systems, and related facilities. CFC
also provides its members with credit enhancements in the form of letters of credit and
guarantees of debt obligations. As a cooperative, CFC is owned by and exclusively serves
its membership, which consists of not-for-profit entities or subsidiaries or affiliates of

not-for-profit entities.
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CFC’s is currently rated “A- (Stable)” by Standard and Poor’s, “Al (Stable) ” by
Moody’s, and “A+ (Stable)” by Fitch. CFC is a “Well Known, Seasoned Issuer” under
Securities and Exchange Commission rules and has longstanding relationships with

global and domestic banks.

When BIUD financed the purchase of the Block Island Power Company assets, proposals
were solicited from RUS, CoBank, and CFC. Both CoBank and CFC visited the island
and made presentations to the BIUD Board of Commissioners. The Block Island Power
Company had outstanding loans with RUS and CoBank. Although RUS and CoBank had
slightly better rates, CFC was the only lender willing to finance the purchase with an
unsecured line of credit, which was needed to bridge the time between the closing and
BIUD could file for long term debt approval. Neither RUS nor CoBank had the flexibility
to do that. CFC recognized the logistical challenges associated with BIUD’s loan
approvals. Consistent with their long history of supporting the electric cooperatives, they
were willing to bring this proposal to their Board for approval. The CFC Board of
Directors approved the unsecured line of credit to support the creation of a not-for-profit
utility district that was buying the assets of an investor-owned utility. In their minds,
BIUD was making history, and CFC was proud to be a part of that. BIUD was showcased
in their national publication, CFC Solutions, the month after we closed for what we had
done. Soon after, CFC’s CEO, Sheldon Peterson, his CFC Senior Leadership Team,
visited Block Island to congratulate us for all our efforts. An investor-owned utility being

bought by a not-for-profit entity such as BIUD is very rare.

Additionally, what makes CFC unique as a lender is that they provide many no-fee
support services such as CEO and Board training, cost of service studies, and long-range
financial forecasting that the BIUD Board of Commissioner placed a high value on, given

the company was in its infancy.

Can you please provide a summary of the two loan structures?

Loan A-9007 - $300,000
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Purpose: Permanent financing of the asset valuation payment.
Term: Up to 30 Years with a one-year draw period.

Amortization: Either Level Principal or Level Debt Service, which will be determined at

the time of the advance.

Loan A-9008- $1,500,000
Purpose: Financing of the voltage conversion project

Term: Up to 31 years with a one-year draw period; however, the amortization and term

of any advance will not exceed 30 years.

Amortization: Either Level Principal or Level Debt Service, which will be determined at

the time of each advance.

As of December 16, 2021, the rate to fix these advances to maturity (30 years) would be
3.92% before the impact of interest rate discounts (~25 bps) and patronage capital (~25
bps). Based on current rates, the effective rate after discounts and pat cap would have
been approximately 3.42%. The rates will change based on current market conditions at

closing.

Mr. David Bebyn will explain further and provide amortization schedules in his

testimony.

Can you explain how Total Discounts and Cash Patronage applies to the projected
annual cash flow summary?

Total Discounts are based on BIUD being a 100% borrower and BIUD’s ability to meet
our loan covenants. Additional discounts will be applied when BIUD reaches an equity
level of over 40%. Our equity level at the end of Q3 2021 exceeded 24%. We expect to

achieve the 40% equity level in the next three years.
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Cash Patronage is CFC’s distribution of a portion of excess earnings to its
member/owners. It is based on CFC’s annual financial performance. This projection is
based on historical distributions, and although not guaranteed, it is CFC’s best estimate of

our future debt service.

What types of loan covenants does CFC impose, and does BIUD have adequate
funding to cover those covenants?

CFC only monitors one covenant: Modified Debt Service Coverage “MDSC.” MDSC is
defined as Operating Margins + Interest Expense LTD + Depreciation / Amortization +
Non-Operating Margins * Long Term Debt Service. The level of MDSC that CFC
requires is 1.35 in the highest two out of the past three years. BIUD has always met this
covenant and, based on our financial models, and we have adequate funding to meet this

covenant after the new loans are issued.

Can you please describe the rate impact of the financing?
As outlined in Mr. Bebyn’s testimony, there will be no rate increase required to fund the

debt service from these two loans.

Can you please further describe BIUD’s $300,000 contingent liability assumption
associated with the Sara McGinnes Trust?

Yes. As part of the asset sale agreement (Attachment JMW-1), BIUD agreed to pay the
McGinnes Trust any amount awarded directly to the trust, up to a maximum of $300,000.
The seller offered this to consummate the transactions contemplated by the asset sale
agreement. On June 3, 2021, the Rhode Island Superior Court issued its decision valuing
the McGinnes Trust share at $1,715,000 (Attachment JMW-2). The Town of New
Shoreham was ordered to pay the amount exceeding the $900,000 previously paid plus
interest. As a result of this judgment and order, CFC wired $300,000 from BIUD’s
restricted $300,000 line of credit directly to the McGinnes Trust as agreed to in the asset

sale agreement.
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Can you please describe the need for the $1,500,000 voltage conversion project?
Yes. The Block Island Power Company had contemplated a system-wide voltage
conversion for decades. Despite having preliminary engineering completed, the previous
owners never committed to the project due to the required cost and magnitude. BIUD is
dedicated to the project for several reasons, has completed engineering work identifying
the need for the project, and has developed a six-step sequence to convert the entire

island over the next six years.

The project benefits and need are documented in the attached document (JMW-3) titled
“BLOCK ISLAND POWER SYSTEM UPGRADE OVERVIEW- CONVERSION
FROM 2.4 KV DELTA TO 2.4/4.16 KV WYE”. Our contract engineer, Workplace
Safety Solutions Incorporated (“WSSI”), did the work. They are based in Williston, VT,
and perform workplace safety consulting and engineering work for many electric utilities
in New England. We have contracted with WSSI for the engineering and project

management needed for this project.

In summary, the voltage conversion will reduce the phase current on each line, allowing
the additional load to be added or reduce/eliminate existing overloads, improve voltage
regulation, and reduce system losses. The system capacity of all converted equipment
will be approximately doubled. Additionally, converting a delta system to a solidly
ground wye system will noticeably improve power quality and virtually eliminate the
“brownouts” that members experience when one phase of a two-phase plan is faulted

during outages.

This $1.500,000 loan will fund Step 1 of the project, which is the Wye-Conversion of the
BIUD distribution substation, generators, the National Grid interconnection, the New
Harbor 3A distribution circuit, and then all other distribution circuits out to a certain
point where the circuitx will be converted back to Delta. The conversion back to Delta
will be done using temporary pole-mounted “Step Transformers.” Each circuit will then

be fully restored to Wye in Steps 2-6 as shown below:
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Circuit Number/Name Year Complete

6A Corn Neck 2023

5A East Circuit/Old Harbor 2024
4A High Street 2025

2A West Side 2026

1A Airport 2027

It is expected that work beyond the initial Step 1 will be completed using existing
budgeted capital funds and will be incorporated with other pole replacements/upgrades.

There is also a possibility that grant money could help fund any of this work.

>

Has a detailed budget been completed?

A. Yes. The major cost components are listed below:

MAJOR COST COMPONENTS

Step Transformers $175,000
Substation Reclosers $185,000
Substation Upgrades $70,000
Ntional Grid Conversion $80,000
Misc Line Materials $75,000
Conductor for Neutral $65,000
Labor $500,000
Contingency $350,000
TOTAL $1,500,000
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Has the BIUD Board of Commissioners approved these loans, and have they been
discussed in open Board meetings?

Yes. BIUD’s most recent regular Board of Commissioners meeting was held on
December 18, 2021, and the loans were presented to the Commissioners. In a special
meeting held on December 27, 2021, the BIUD Board of Commissioners passed the
Certification of Incumbency and Resolution for the two loans (Attachment JMW-4). Both

were public meetings that were held in open sessions.

Does this complete your pre-filed direct testimony?

Yes, it does.



Attachment JMW-1

ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT (“Agreement”) is entered into as of the 16th
day of January, 2019 (“Effective Date™) between the BLOCK ISLAND POWER COMPANY,
a Rhode Island public utility (“Seller”), and the BLOCK ISLAND UTILITY DISTRICT, a

quasi-municipal corporation and political subdivision of the State of Rhode Island (“Buyer™).

WITNESSETH:

WHEREAS, Seller desires to sell and transfer to Buyer, and Buyer desires to purchase
from Seller, all of Seller’s assets in accordance with the provisions of the Block Island Utility
District Act of 2017 (Title 45, Chapter 67 of the Rhode Island General Laws) and upon the terms

and conditions set forth in this Agreement,

NOW, THEREFORE, in consideration of the good and valuable consideration described
herein, the receipt and sufficiency of which is hereby expressly acknowledged by the parties, the

parties hereto agree as follows.

ARTICLE 1
DEFINITIONS
Except as otherwise indicated, capitalized terms used but not defined herein shall have the
meanings set forth respectively in Exhibit A attached to this Agreement. Certain terms are defined

where first used; the remaining terms are defined on Exhibit A.

ARTICLE 11
SALE OF ASSETS AND ASSUMPTION OF LIABILITIES

2.1 PURCHASED ASSETS:

Seller agrees to and shall irrevocably sell, transfer, and deliver to Buyer at the Closing, and

Buyer agrees to purchase from Seller, all real property, personal property, rights in any real and
personal property, facilities, equipment, contract rights, and other tangible or intangible property
of any kind owned by Seller, and goodwill, including the assets of Seller more particularly
described below (hereinafter collectively referred to as the “Purchased Assets™) subject to all rights

1




Attachment JMW-1

of Seller’s ratepayers in the Purchased Assets as delineated in state law and in prior orders of the
Rhode Island Public Utilities Commission (“PUC”) and the Rhode Island Division of Public

Utilities and Carriers (“Division™):

(a) Owned Real Property: All real property, easements, and rights-of-way owned by Seller,
including the real property set forth on Schedule 2.1(a) attached hereto (the “Owned Real
Property™), said property to be transferred by Quitclaim Deed;

(b) Tangible Property: All machinery, equipment, furniture and fixtures, office equipment,
computer equipment, communications equipment, vehicles, spare and replacement parts, and other
tangible property (and interests in any of the foregoing) owned by Seller as set forth in the attached
Fixed Asset List referenced as Schedule 2.1(b);

(c) Inventory: All fuel, supplies, and items of inventory owned by Seller as of the Closing Date,

whether in possession of Seller or a third party (the “Inventory”);

(d) Purchased Records: All operating data and records relating to Seller’s business operations as

a public utility (“Business”) wherever located, including books, records, files, documents,
financial records, bills, accounting, internal and audit records, operating manuals, personnel
records, databases, all lists of past, present or prospective customers, suppliers and vendors,
customer and vendor files, cell tower records, marketing, sales support and promotional literature,
market research studies, all computer software; provided, however, that Seller shall retain all

corporate or organizational records and minute books.

(e) Cash and Accounts; Insurance Claims: All of Seller’s cash as of the Closing Date (other than

Seller’s right to receive the Purchase Price hereunder); all right, title and interest in and to accounts,
accounts receivable (billed or unbilled) and all unpaid claims under any insurance policies of the

Business for damage to any of the Purchased Assets occurring prior to the Closing.

(f) Contracts: All rights under the Contracts listed on Schedule 2.1(f) attached hereto (each a

“Business Contract” and collectively, the “Business Contracts™);

(g) Prepaid Items: All prepaid assets and expenses and charges paid by Seller prior to the Closing
Date as are reflected in the general ledger accounts of Seller;

2
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(h) Software: All of Seller’s right, title and interest in and to software, software systems, source
codes, databases, database systems, and mailing lists, whether owned, leased, or licensed by Seller,

to the extent they exist, including, all sales and graphic design software owned or licensed by
Seller;

(1) Statutory Rights, Privileges and Franchises: All of Seller’s rights, privileges and franchises as

provided in state law;

(j) Names: All right to use the names Block Island Power Company and BIPCO; provided,
however, that Buyer shall be responsible for the payment of any and all filing, legal and other fees

necessary or advisable to effect the name transfer and change of name of Seller; and

(k) Other Assets: All other assets of Seller reflected on the most recent Financial Statements of
Seller, including without limitation, all property and equipment, current assets, and deferred assets

as shown thereon.
2.2 RETENTION BY SELLER:

Seller shall retain all refunds, if any, for Taxes relating to periods prior to the Closing Date
and all rights of Seller under this Agreement, to the Purchase Price payable hereunder, and to any
agreement, certificate, instrument or other document executed and delivered by Buyer for the

benefit of Seller in connection with the transactions contemplated hereby.

2.3 ASSUMPTION OF LIABILITIES

Upon the terms and subject to the conditions set forth herein, at the Closing, Buyer shall
assume from Seller (and thereafter pay, perform, discharge or otherwise satisfy), the following
liabilities including, without limitation, the obligations of Seller and those liabilities and
obligations as referenced in the Block Island Utility District Act of 2017 (collectively, the

“Assumed Liabilities™):

(a) Seller’s trade payables, accrued expenses and accrued payroll and withholdings (other than

expenses that are Excluded Liabilities);

(b) Customer deposits;
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(c) All liabilities and obligations of Seller that are to be performed under the Business Contracts

listed on Schedule 2.1(f) attached hereto that are in effect as of the Closing;

(d) Liabilities to customers for repair or replacement of products sold or delivered by Seller prior

to Closing; and

(e) To the extent not otherwise identified in this Paragraph 2.3, the Liabilities of Seller reflected

in the general ledger accounts of Seller.

24 EXCLUDED LIABILITIES; SELLER’S OBLIGATIONS WHICH SURVIVE THE
CLOSING

(a) Buyer will not assume or be obligated to pay the following (collectively, “Excluded
Liabilities™) all of which Excluded Liabilities shall remain the sole responsibility and obligation

of Seller and the obligation of Setler to pay the Excluded Liabilities shall survive the Closing:

(i) Any Liability of Seller under this Agreement or for legal, accounting or broker’s fees,
Taxes or other transaction costs incurred in connection with this Agreement or the consummation

of the transactions contemplated hereby;

(i) Any Liabilities for indebtedness for borrowed money, which Liabilities shall be
discharged by or at the direction of Seller at the Closing from the proceeds of the sale (the “Closing
Indebtedness™);

(iii) Any Liability of Seller to the Trust as hereinafter defined and qualified in Paragraph
6.5; and

(iv) Any Liability of Seller for income taxes for periods prior to the Closing.

(b)  The following obligations of Seller in addition to those listed in Paragraph (a) above shall

survive the Closing:

(i) Pursuant to this Agreement, Seller and Buyer where required are obligated to use their
commercially reasonable efforts to obtain any and all such third-party_consents or approvals as
may be required under all Business Contracts; provided, however, that Seller shall not be required

to expend any funds whatsoever in connection with this obligation
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(ii) To the extent that any claim may be asserted against Seller and/or Buyer which is
covered by insurance, Seller will cooperate with Buyer in defending such claim to the extent of
the insurance available; provided, however, that in no event shall Seller be required to expend any
funds whatsoever to defend any such claim or to compensate the party asserting any such claim.

(iii) Seller will use all commercially reasonable efforts to ensure that Seller’s lender(s)
provide mortgage/UCC discharges within ninety (90) days of the Closing.

(iv) Following the Closing, Seller agrees to hold in trust and to deliver promptly to Buyer
in the form received all checks, instruments and other payments of receivables purchased by Buyer
hereunder. Seller irrevocably appoints Buyer as Seller’s attorney-in-fact (coupled with an interest)
to execute any such checks, instruments and other payments in Seller’s name and to deposit the

same into any account of Buyer.

2.5  NATURE OF TRANSACTION

The transaction contemplated by this Agreement is the purchase and sale of assets and not

a de facto-merger of Seller and Buyer. Buyer is not a successor in interest to Seller, and neither
Seller nor any of its shareholders shall have any continuing participation in the ownership or
management of the business conducted with the Purchased Assets following the Closing. Buyer

shall not assume or have any responsibility with respect to any of the Excluded Liabilities.

ARTICLE II1
CONSIDERATION

3.1  PURCHASE PRICE
The purchase price (“Purchase Price™) for the Purchased Assets is five million eight

hundred thousand dollars ($5,800,000) and shall be paid to or disbursed at the direction of Seller

at the Closing.

32  PAYOFF DOCUMENTS
Prior to Closing, Seller shall deliver to Buyer payoff letters relating to the Closing

Indebtedness of Seller, which documents shall provide that, upon payment of the amount specified
5
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therein, all agreements, including pledges, mortgages and security interests evidencing the related

Closing Indebtedness shall terminate, without any continuing liability of Seller thereunder.

ARTICLE IV
CLOSING

The closing of the transaction contemplated hereby (herein referred to as the “Closing™)
shall occur within ten (10) days of the last to occur of the conditions precedent referenced below
at 100 Ocean Avenue, Block Istand, Rhode Island 02807 at 10:00 A.M., or at such other place as
Buyer’s institutional lender may require. Seven (7) days prior to the Closing, Seller shall deliver
to Buyer a closing financial statement which sets forth such closing financial information as Buyer
shall request. The date on which the Closing actually occurs is referred to herein as the “Closing
Date.” At the Closing, Seller will deliver to Buyer such deeds, bills of sale, endorsements,
assignments, or other instruments as shall be necessary or advisable to vest in Buyer good and
marketabile title to the Purchased Assets sold to Buyer hereunder (the “Operative Agréements”).

The parties agree that time is of the essence of this Agreement.

Prior to the Closing, Seller, Buyer and Buyer’s lender will execute a flow of funds
memorandum which sets forth the manner by which the Purchase Price will be disbursed as part

of the Closing.

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF SELLER

In order to induce Buyer to enter into this Agreement and to consummate the transactions
contemplated hereunder, Seller makes each of the following representations, warranties,
covenants, and agreements, each of which is made as of the Effective Date and as of the Closing
Date and shall be deemed to be independently made and relied upon by Buyer notwithstanding
any investigation of Seller made by Buyer, or its or their legal counsel, accountants, or other

advisors.
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5.1  CORPORATE EXISTENCE AND QUALIFICATION OF SELLER

Seller is a corporation duly organized, validly existing, and in good standing under the laws
of the State of Rhode Island and has all requisite corporate power and authority to own its
properties and to carry on its business as it is now being conducted and as it will be conducted on
the Closing Date in accordance with its enabling legislation, as amended. Seller has no
subsidiaries, and the Business is conducted by Seller in its own name or the name “BIPCo.” Copies
of Seller’s enabling legislation, as amended, and by laws of Seller, including the respective
amendments thereto (collectively, the “Seller Organizational Documents™), have been delivered to
Buyer, and such copies are true, complete, and correct in every particular, and no amendments

thereto have been made.

52  AUTHORITY

Seller has all requisite corporate power and authority to enter into and deliver this
Agreement and the Operative Agreements to which it is a party, to perform its obligations
hereunder and thereunder, and to consummate the transactions contemplated hereby and thereby.
The execution and delivery by Seller of this Agreement and the Operative Agreements to which it
is a party, the performance by Seller of its obligations hereunder and thereunder and the
consummation by Seller of the transactions contemplated hereby and thereby have been duly
authorized by all necessary corporate and stockholder action on the part of Seller. This Agreement
has been duly executed and delivered by Seller. This Agreement and the Operative Agreements to

which Seller is a party constitute the valid and binding obligation of Seller.

5.3 NO VIOLATION; THIRD PARTY CONSENTS

Except as to the Business Contracts listed in Schedule 2.1(f) attached hereto, the execution
and delivery by Seller of this Agreement and the Operative Agreements to which it is a party, the
performance by Seller of its obligations hereunder and thereunder and the consummation by Seller
of the transactions contemplated hereby and thereby will not conflict with or violate, constitute a
default (or event which with the giving of notice or lapse of time, or both, would become a default)
under, give rise to any right of termination, amendment, modification, acceleration or cancellation
of any obligation or loss of any benefit under, result in the creation of any encumbrance on any of
the Purchased Assets pursuant to, or require it to obtain any consent, waiver, approval or action
of, make any filing with, or give any notice to any Person as a result or under, the terms and
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provisions of (a) Seller Organizational Documents, (b) any Contract to which Seller is a party or
by which any of the Purchased Assets are bound, or (¢) any law applicable to Seller or any of the
Purchased Assets, or any Governmental Order issued by a Governmental Authority by which
Seller or any of the Purchased Assets is in any way legally bound or obligated. The consents,
waivers, approvals, actions, filings, are collectively referred to herein as the “Seller Required

Consents.”

5.4 GOVERNMENT PERMITS AND CONSENTS

Although the transaction contemplated by this Agreement does not fall under the regulatory
requirements of R.1.G.L. §39-3-24, as the transaction is not between two public utilities, the parties
intend to submit this transaction to the Division for a determination as to whether the Division will
exercise its discretionary review pursuant to R.1.G.L. §39-1-38. Accordingly, the Closing Date will

be extended for such time as required for the Division to complete its review.

Except as set forth above and for Seller Required Consents, no consent, waiver, approval,
order or authorization of, or registration, qualification, designation, declaration or filing with, any
Governmental Authority is required on the part of Seller in connection with the execution and
delivery by Seller of this Agreement and the Operative Agreements to which it is a party, the
performance by Seller of its obligations hereunder and thereunder and the consummation by Seller

of the transactions contemplated hereby and thereby.

55 FINANCIAL STATEMENTS

Copies of the audited balance sheet and related audited statements of income and retained
earnings and of cash flows of Seller for each of its fiscal years ended May 31, 2016, May 31, 2017
and May 31, 2018, together with the report thereon of Carliri, Mancini & Barbieri, PC, Certified
Public Accountants of Cranston, Rhode Island for each such year (the “Year-End Statements™),
and the vnaudited balance sheet (the “Balance Sheet™) for Seller as at September 30, 2018 (the
“Balance Sheet Date™) and related unaudited statement of income and retained earnings for the
period then ended, prepared by the management of Seller (the “Interim Statements” and,
collectively with Year-End Statements and the Balance Sheet, the “Financial Statements™) have

been provided to Buyer. The Financial Statements (including the notes thereto) have been
8
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