Finance Committee

September 22, 2005 Regular Meeting

Minutes

Members Present:
Andrew Sullivan, Committee Chairman (Present until 10:35 a.m.)



Michael Pace, Board Chairman
Raymond O’Brien, Committee Vice-Chairman 

Benson Cohn

James Francis

Edna Karanian

Mark Lauretti (Present beginning at 9:38 a.m.)
Theodore Martland

CRRA Staff Present:
Tom Kirk, President

Jim Bolduc, Chief Financial Officer

Bettina Bronisz, Director of Finance & Assistant Treasurer

Robert Constable, Controller

Floyd Gent, Director of Operations

Laurie Hunt, Director of Legal Services

Lynn Martin, Risk Manager (Present until 9:50 a.m.)
Nhan Vo-Le, Director of Accounting (Present until 10:25 a.m.)



Kristen Greig, Secretary to the Board/Paralegal

Also Present:

Greg Pellegrini of Marsh (Present until 9:50 a.m.), David Ross of Marsh (Present until 9:50 a.m.), Rob Howard of Carlin, Charron & Rosen (Present until 10:25 a.m.), Scott Trenholm of Carlin, Charron & Rosen (Present until 10:25 a.m.)

Vice-Chairman O’Brien called the meeting to order at 9:30 a.m. and noted that there was a quorum.

Vice-Chairman O’Brien requested that everyone stand for the Pledge of Allegiance whereupon the Pledge was recited.

1.
Approval of Minutes of the July 21, 2005 Finance Committee Meeting

Vice-Chairman O’Brien requested a motion to accept the minutes of the July 21, 2005 Finance Committee meeting.  The motion was made by Chairman Sullivan and seconded by Director Martland.

The motion previously made and seconded was approved.  Directors Sullivan and Martland abstained as they were not present at the meeting.

Vice-Chairman O’Brien stated that he would like to discuss some of his questions regarding the processibles from the previous meeting with Mr. Gent.  Mr. Bolduc stated that he had spoken with Mr. Gent regarding these questions and would have the requested information in next month’s package.  

2.
Resolution Regarding Finance Committee Recommendations to Board of Directors Regarding Renewal of Casualty Insurance Program

Chairman Sullivan requested a motion regarding the above-captioned matter.  Vice-Chairman O’Brien made the following motion:

RESOLVED:  That the Board of Directors authorizes the renewal of the $1 million Commercial General Liability policy through American International Group (AIG) for a premium of $166,062; and

FURTHER RESOLVED:  That the Board of Directors authorizes the purchase of $1 million of Automobile Liability insurance through AIG Commerce & Industry for a premium of $69,620; and

FURTHER RESOLVED:  That the Board of Directors authorizes the purchase of $30  million Umbrella/Excess Liability through AIG covering Commercial General Liability, Automobile Liability and Employers Liability for a premium of $290,287; and

FURTHER RESOLVED:  That the Board of Directors authorizes the purchase of $30 million Pollution Legal Liability insurance through AIG for a premium of $344,509; and
FURTHER RESOLVED:  That the Board of Directors authorizes the purchase of Workers Compensation at Statutory Limits and Employers Liability at $1 million through Connecticut Interlocal Risk Management Agency (CIRMA) for a premium of $51,227.

Director Cohn seconded the motion.


Mr. Bolduc stated that there were a few insurance policies expiring at the end of September.  Mr. Bolduc explained that Marsh was CRRA’s broker and has worked with Ms. Martin extensively over the last few months on the casualty, liability, umbrella and worker’s compensation policies.  Mr. Bolduc said that CRRA has gone through a bidding process and asked Ms. Martin to elaborate on the actual bidding process.  


Ms. Martin referred the Committee to Page 4 of Tab B.  Ms. Martin stated that there was a correction to the table on page 4 under the “Automobile Liability” section.  Ms. Martin said the “Renewal Premium” was listed as $69,620 without comprehensive and collision coverage, but the $69,620 does include comprehensive and collision on the two newer vehicles only.  


Ms. Martin informed the Committee that Marsh went to numerous potential markets and the only carrier who responded for the basic policies was AIG, CRRA’s current insurer on these policies.  Ms. Martin stated that there was a bit of competition for the excess layer of insurance above $10 million between Arch and another AIG Company (Lexington).  Ms. Martin indicated that there was a $4,000 difference in the premiums, but CRRA’s recommendation was to stay with AIG because AIG’s policy is more restrictive in their coverage.


Regarding the automobile coverage, Ms. Martin stated that she did an analysis of the value of the CRRA-owned passenger and light trucks.  Ms. Martin said that, due to the value of the older vehicles, carrying collision and comprehensive insurance on these vehicles was not cost effective.  Ms. Martin stated that it was her recommendation to drop collision and comprehensive on all CRRA vehicles except the two Ford Explorers.  Ms. Martin added that CRRA had only received one bid on the auto insurance coverage.  Vice-Chairman O’Brien asked if this was because of the type of vehicle or who drives the vehicle.  Ms. Martin explained that there were various reasons including the small fleet and premium involved.  


Ms. Martin stated that CRRA received some competitive bids for the worker’s compensation policy.  Ms. Martin said that CRRA received quotes from AIG (American Home) and Liberty Mutual.  Ms. Martin continued by stating that she was recommending that CRRA stay with the current carrier, CIRMA, which CRRA has used for a number of years.  Ms. Martin informed the Committee that this company insures most of the municipalities in the State and said that this company provides more extras than the other carriers such as free seminars for employees, loss control brochures, surveys, etc.  

Ms. Martin noted that the renewal premiums were lower than the expiring premiums in every case.  Chairman Sullivan noted that the premiums were positive to the budget by a significant amount.

Vice-Chairman O’Brien, referring to the Pollution Liability portion of the coverage, stated that the summary indicated that Pollution Liability includes disposal facilities that are not owned or operated by CRRA.  Vice-Chairman O’Brien asked if these facilities were named.  Ms. Martin replied that the facilities are specifically named in the policy.  Vice-Chairman O’Brien further asked if all of the facilities were in-state or if the policy covers out-of-state facilities.  Ms. Martin replied that some of the facilities were out of state.  Vice-Chairman O’Brien asked if CRRA verifies what is going in these facilities on an annual basis.  Ms. Martin replied in the negative.  Vice-Chairman O’Brien asked how would CRRA or CRRA’s insurer defend itself if one of the non-CRRA sites was taken to a Superfund action.  Mr. Ross stated that the insurance company would defend CRRA against the allegations and the insurance company would do their own investigation to see what portion of the liability would be attributable to CRRA.  Ms. Martin added that it would be the same process the insurance company would go through for any issue with any other landfill.  Vice-Chairman O’Brien indicated that his concern was that pollution actions such as Superfund can take place several years after the incident and if CRRA does not keep records on that, it makes it that much harder to defend CRRA’s interests.  


Director Martland asked if the facility was out-of-state how CRRA would find out what percentage belonged to CRRA.  Mr. Gent indicated that CRRA keeps records of the tonnage that is sent to both out-of-state and in-state landfills.  Mr. Gent added that whenever CRRA exports waste out of state or diverts waste in state, CRRA keeps a record of these exports.  Mr. Gent further explained that in some cases where CRRA has a contract with a landfill (Windsor and Bloomfield) the contract has indemnification language that indemnifies CRRA from the delivery of waste.  Mr. Gent indicated that the Operations Department and the Environmental Department work with Ms. Martin to be sure that CRRA has these landfills named on the policies.  


Chairman Pace referred the Committee to Page 4 of Tab B.  Chairman Pace asked if the difference between total expiring and total renewal premium was in fact $108,000 in savings.  Mr. Bolduc replied in the affirmative.  Mr. Bolduc referred Chairman Pace to Exhibit V for further explanation.  Ms. Martin explained that Exhibit V shows what the actual cost to budget would be for FY06.  Director Lauretti asked what the actual cost difference was between expiring and renewal.  Mr. Bolduc referred Director Lauretti to Page 4 of Tab B “Overall Cost of Program”.  Mr. Bolduc indicated that the difference is $108,000 less than last year for the renewal premium.


Chairman Sullivan pointed out that the worker’s compensation coverage was the coverage with the retro-adjustments.  Chairman Sullivan asked if the $51,227 premium took any retro-adjustments into consideration.  Ms. Martin explained that the policies are subject to annual audit and that these adjustments are not within the premium quoted.  Chairman Sullivan asked if the premiums were “gross” dollars.  Ms. Martin replied in the affirmative.  Chairman Sullivan asked what CRRA’s experience was with respect to retro-adjustments.  Ms. Martin stated that she did not have the exact figures for previous audits; it depends upon payroll.  Ms. Martin stated that her best guess would be that typically CRRA owed a couple of thousand dollars at year-end.  


Director Martland, referring to CRRA’s older vehicles, asked Ms. Martin what the values were and also what the mileage was for these same vehicles.  Ms. Martin indicated that she had researched the values using the Kelley Blue Book using the mileage from each vehicle.  The average value for each vehicle was around $3,000.  Director Martland asked if the mileage on these vehicles tended to be low.  Ms. Martin replied in the negative and said that most of the vehicles have over 80,000 miles on them.  Ms. Martin summarized that there were two CRRA vehicles with over 120,000 miles; there is one vehicle with over 100,000 miles and most of the other vehicles are between 70,000 and 80,000 miles.  Chairman Sullivan asked Ms. Martin to include the values and mileage of the vehicles in the Board package.  Mr. Kirk added that, if CRRA needed to, CRRA would have no trouble justifying the replacement of some of these vehicles.  Chairman Pace asked about the value of the newer vehicles.  Ms. Martin replied that the 2002 vehicle was worth $13,460 and the 2001 vehicle was worth $10,650.  


Mr. Pellegrini of Marsh stated the reason there was only one option for Automobile Liability was that the strategy has always been to keep the General Liability and Pollution Liability policies with the same carrier.  Mr. Pellegrini stated that in terms of claims payments there are several situations where there could be one claim that could potentially be both General Liability and Pollution Liability.  Mr. Pellegrini said that having this coverage with the same carrier makes sense because there would not be a battle over which insurance company would make the claim payment.  Mr. Pellegrini stated that Marsh went to several markets for both insurance lines.  Mr. Pellegrini indicated that Zurich looked like they were going to quote until the last minute and then pulled out because they didn’t think they could be competitive, leaving AIG as the only option for General Liability, Automobile Liability and Pollution Liability and the Umbrella Policy.  Mr. Pellegrini said that AIG’s quotes are contingent upon binding all lines.  Mr. Pellegrini stated that it was more cost effective to keep the Automobile Liability with AIG as well.


Mr. Bolduc noted that the Finance Committee had discussed the possibility of testing the market every year without going to bid.  Mr. Bolduc had asked Ms. Martin to look into this.  Mr. Bolduc stated that based on CRRA’s analysis on the bidding, it is not a statutory requirement that CRRA bid every year, but it is required as part of CRRA’s procurement policies and procedures.  Mr. Bolduc indicated that prior to 1999, CRRA would review the insurance every year, but actually go out to bid every three years.  Mr. Bolduc suggested that the Finance Committee may want to come back to this issue at a later date because of the low response to bids.  Director Cohn asked Mr. Bolduc if he was referring to three-year policies.  Mr. Bolduc replied that three-year policies were not available to CRRA, but his suggestion was that rather than bid it every year, CRRA would try to come up with an alternative way of going out and testing the market.  Mr. Bolduc indicated that if CRRA found that the market wasn’t going to be responsive and CRRA didn’t receive enough bids, CRRA will be faced with being locked in to one carrier.  
Director Martland pointed out that because of this year’s hurricanes, next year will likely be more expensive than this year.  Chairman Pace asked the representatives from Marsh what their thoughts were on the matter.  Mr. Pellegrini responded that he thought the property market would take a hit and the property market will harden.  Mr. Pellegrini said that he did not think the hurricanes would have a major effect on the casualty market.  Mr. Ross added that after Hurricane Katrina, the property market was seeing 15% to 25% increases on renewals coming up at the end of the year.  Director Karanian noted that the property insurance expires in April of 2006 and CRRA has a projected savings to budget of $145,000.  Director Karanian asked if the projected increase was included in that figure.  Mr. Pellegrini agreed that that needed to be analyzed.

The motion previously made and seconded was approved unanimously.

3.
Review and Recommend for Board Approval and Endorsement FY05 Audited Financial Statement
Chairman Sullivan requested a motion regarding the above-captioned matter.  Vice-Chairman O’Brien made the following motion:

RESOLVED:
That the Board hereby approves and endorses the Fiscal Year 2005 Financial Statement and Audit Report, substantially as discussed and presented at this meeting.

 The motion was seconded by Chairman Pace.


Chairman Sullivan stated that he, Mr. Bolduc, Mr. Trenholm, and Mr. Howard previously reviewed the preliminary draft of the financials.  Chairman Sullivan stated that there were some suggested changes, particularly in management’s discussions and said that all parties were in agreement with changes.  


Chairman Sullivan noted that the audit statement was in draft form because Carlin, Charron & Rosen requests full Board approval before the audit is finalized.  Chairman Pace stated that the audit looked favorable.  Mr. Trenholm agreed.  Chairman Sullivan called on Mr. Trenholm and Mr. Howard to comment on the audit.


Mr. Trenholm distributed the “Required Auditor Communications in Connection with 2005 Audit” and “Independent Auditors’ Report” to the Committee.  Mr. Trenholm explained that the “Independent Auditors’ Report” is divided into six paragraphs.  Mr. Trenholm explained that the first paragraph covers the delineation of responsibility.  Mr. Trenholm informed the Committee that these financial statements are the responsibility of management and Carlin, Charron & Rosen’s responsibility in conducting the audit is to express an opinion on the financial statements.  Mr. Trenholm stated that the second paragraph discussed the scope of the audit in terms of what Carlin, Charron & Rosen did.  Mr. Trenholm stated that the third paragraph is Carlin, Charron & Rosen’s unqualified, clean opinion as of and for years ending June 30, 2005 and 2004.  Mr. Trenholm indicated that the next paragraph was a discussion about a report that Carlin, Charron & Rosen will be issuing in connection with government auditing standards.  Mr. Trenholm explained that the nature of the entity required Carlin, Charron & Rosen to conduct the audit in accordance with government auditing standards and said that there were no instances of non-compliance in connection with laws and regulations.  Mr. Trenholm stated that the last paragraph referenced the “Management’s Discussion and Analysis”.  Mr. Trenholm explained that Carlin, Charron & Rosen’s responsibility for the Management’s Discussion and Analysis is somewhat limited.  Mr. Trenholm stated that, as the name implies, Management’s Discussion and Analysis is not Carlin, Charron & Rosen’s Discussion and Analysis.  Mr. Trenholm stated that Carlin, Charron & Rosen reviewed Management’s Discussion and Analysis and made sure that the information is not inconsistent with the information that is in the financial statements and footnotes.  Mr. Trenholm noted that Charlin, Charron & Rosen does not express any opinion on it.  Mr. Trenholm concluded by saying when the whole package is put together in the form of a comprehensive financial report there will also be some other information which consists primarily of an introductory section, a statistical section and the combined schedules.  Mr. Trenholm indicated that the combined schedules, which were included in the package, would be audited.  


Chairman Sullivan asked if Carlin, Charron & Rosen had all the responses back from the attorneys.  Mr. Howard responded that there were a few that had not yet responded, but said that Carlin, Charron & Rosen was aware of what would be included in these few responses.  Mr. Howard noted that these few responses would have no impact on the financial statements.  Chairman Sullivan asked if the final report would be available for the Board meeting on September 29.  Mr. Howard replied in the affirmative.


Mr. Trenholm referred the Committee to the Required Communications Letter.  Mr. Trenholm reviewed the highlights of the letter.  In his review, Mr. Trenholm noted that there was a new footnote this year, Note 2, which discusses deposit and investment risk disclosures.  Mr. Trenholm stated that this was a new requirement this year which significantly expands the disclosures relative to cash deposits and investments that have been provided in prior years.  Mr. Trenholm indicated that this is a new disclosure that is mandated for all governmental entities.  As a result, Mr. Trenholm said that there was significantly more discussion in the area of deposit and investment risk than there had been previously.


Mr. Trenholm stated that Carlin, Charron & Rosen noted certain significant transactions during the year which Mr. Trenholm reviewed.  Mr. Trenholm stated that the first was the Enron matter and how that was presented in the financial statements.  Mr. Trenholm explained that on the statement of revenues and expenses (page 22), the Enron claim actually appears in a couple of places.  Mr. Trenholm referred the Committee to the Non-Operating Revenues and Expenses caption and noted that the Enron claim settlement was included there at $82,760,000.  Mr. Trenholm noted that these dollars were the piece of the Enron transaction that relate to the estimated settlement provided to CRRA by the bankruptcy court.  Mr. Trenholm further referred to the Special Items caption with a sub-caption of Gain on Sale of Enron Claim at $28,500,000.  Mr. Trenholm explained that this number was the piece of the Enron transaction that pertains to the sale of the claim to Deutsche Bank.  Mr. Trenholm stated that Carlin, Charron & Rosen felt that there were two pieces to it.  Mr. Trenholm explained that the accounting standards require presentation of those two pieces slightly differently.  Mr. Trenholm stated that there was a concept of unusual and infrequent transactions and whether or not a transaction should be considered extraordinary or not.  Carlin, Charron & Rosen deemed that the Enron transaction was not an extraordinary transaction, but rather an “unusual or infrequent” transaction.  Mr. Trenholm indicated that the piece of the transaction that was under management’s control, the sale of the claim, is required to be presented as a special item.  Mr. Trenholm indicated that was why Carlin, Charron & Rosen broke up the $111,000,000 into the two pieces.


Mr. Trenholm referred the Committee to the last portion of the package that provides information regarding special items and extraordinary items.  Mr. Trenholm stated that this last portion of the package would explain why Carlin, Charron & Rosen was treating the gain on the sale of the claim as a special item in presenting it separately from the actual settlement of the claim.


Chairman Pace asked if this transaction would appear on this audit only.  Chairman Sullivan replied in the affirmative, but indicated that the transaction would appear in the “comparative” in the FY-05 column.  Chairman Pace asked if that transaction was discounted from the big picture if there was a way to judge the health of the company.  Mr. Trenholm explained that the best way to determine this would be to take the increase in net assets (page 22) of $111,935,000 and back-out the items that are unique to FY05, which are the Enron Claim Settlement of $82,000,000, the gain of $28,000,000 and the bond defeasance.  


Director Lauretti stated that this was a multi-year issue as the monies are coming in over time.  Director Martland noted that from the towns’ point of view, this method of reporting is better as it shows clearly that by making the decision to sell the claim, CRRA came up with an additional $28,000,000 rather than owning stock.  Director Martland indicated that when this is explained to the municipal officials, CRRA would be better off.  


Mr. Trenholm noted that CRRA defeased a substantial amount of the Mid-Connecticut bonds which totaled approximately $96,000,000.  Mr. Trenholm indicated that those bonds were no longer reflected on the balance sheet and this could be clearly seen under the line “Long Term Liabilities”.  Mr. Trenholm stated that the long term liabilities were $183,690,000 in 2004 and that number is now $82,227,000.  Mr. Trenholm said that there was a significant reduction in the liabilities of the Authority as a result of the proceeds from the Enron settlement.  Chairman Pace asked Mr. Bolduc if the restricted cash ($81,452,000) goes to the bond defeasance.  Mr. Trenholm replied in the negative and explained that the increase is primarily attributable to the Enron proceeds that were not used to defease the Mid-CT bonds, but rather were used to set up an escrow account to pay the State loan down in accordance with the terms.  Chairman Sullivan referred the Committee to pages 50 and 51 of the report for more detail.    


Ms. Vo-Le referred the Committee to page 22 of the audit report and pointed out that if the $89,000,000 for Special Items and the $82,000,000 Enron settlement were deducted, there would be a gain of approximately $5,000,000 as compared to $1.3 million in prior years.


Mr. Trenholm referred the Committee to Number 3 of the Required Communication regarding “Accounting Estimates.”  Mr. Trenholm stated that there are estimates that are required on the part of management in order to present the financial statements and this is the case with the Authority and most financial statements.  Mr. Trenholm indicated that Carlin, Charron & Rosen would like to point out three specific estimates that Carlin, Charron & Rosen consider to be material in these financial statements.  Mr. Trenholm stated that the first is in regard to the closure and post-closure landfill liability; the second is in regard to the determination of the valuation allowance for accounts receivable (the estimate of what may not be collected that is presently owed) and lastly, the determination of depreciation and amortization expense based on estimated economic lags of the property and equipment owned by the Authority.  Carlin, Charron & Rosen evaluated the factors and assumptions used to develop the estimates made by management and determined that they were reasonable in relation to the financial statements.


Mr. Trenholm stated that there were no audit adjustments recorded.  Mr. Trenholm noted that there were reclassification adjustments during the course of the audit, but nothing that had an impact on the financial statements.  Mr. Trenholm said that management brought Carlin, Charron & Rosen in prior to year-end to address the accounting for the Enron settlement proceeds and the defeasance of debt and the auditing firm worked with management to account for those transactions prior to commencement of the audit.


Mr. Trenholm, referencing the section regarding “Other Information in Documents Containing Audited Financial Statements,” said that ultimately everything is going to be presented in the form of a comprehensive annual financial report (CAFR), which will be filed with the Government Finance Officers Association.  Mr. Trenholm stated that Carlin, Charron & Rosen’s report and opinion will not cover all of the information that is included in the CAFR, but that the information will be compared with the information contained in the audited financial statements to be sure there are no inconsistencies between the documents.


Mr. Trenholm continued with number 6 stating that there were no disagreements during the course of the audit with management on matters of accounting principle or reporting.  Mr. Trenholm stated that, to his knowledge, there were no consultations with other accountants on transactions, and no accountants contacted Carlin, Charron & Rosen in order to provide management with a second opinion on any of the transactions.  Mr. Trenholm stated that there were no significant difficulties in performing the audit.  Mr. Trenholm indicated that Ms. Vo-Le and her staff were well-prepared upon the arrival of the auditors and the audit went smoothly.


Chairman Pace referred Mr. Bolduc to page 28 of the audit report, Restricted Net Assets.  Chairman Pace asked if “energy generating facility” were the “jets”.  Chairman Pace indicated that there had been debate over the value of the jets.  Mr. Bolduc replied that the number indicated on the report is the value of the jets.  Mr. Bolduc stated that in October the Finance Committee will go to the Board with a comprehensive review of all the reserves, including the jets.  Mr. Bolduc indicated that he was compiling updated information.  Chairman Sullivan stated that the Finance Committee would come to the Board with a recommendation, collectively between Ms. Bronisz, Mr. Constable, Mr. Bolduc, Mr. Sullivan and Mr. Kirk as to whether or not CRRA needs to adjust the reserves.


Vice-Chairman O’Brien referred the Committee to the Management’s Discussion and Analysis (2nd paragraph, 2nd line) which states “which represented the recovery” and suggested that this should read “partial” recovery because all of the monies were not returned.  


Vice-Chairman O’Brien then referred the Committee to page 4 under ASSETS, and stated that the first and third bullets should be quantified.  Vice-Chairman O’Brien said that the first bullet regarding increased tip fees, should indicate that CRRA came out ahead because the organization did not have to borrow as much State money as anticipated, not because of increased tip fees.  Vice-Chairman O’Brien emphasized that CRRA didn’t set a tip fee to generate “blue” dollars, but based on the budget.  Vice-Chairman O’Brien noted that the budget was set before the settlement was received and that the tip fee was set to cover the budget.  Mr. Bolduc responded by stating that the comparison was for fiscal years 2005, 2004 and 2003.  Mr. Bolduc stated that the fiscal year 2003 tip fee was set in fiscal year 2002 before the State loan came about.  Mr. Bolduc further stated that this “bullet” tried to cover all three pieces.  Vice-Chairman O’Brien suggested moving the tip fee bullet to the last position.  


Vice-Chairman O’Brien then referred the Committee to page 9.  Vice-Chairman O’Brien said that he did not think CRRA had a lower electricity contract rate during the 2005 fiscal year than CRRA did for earlier years.  Mr. Gent responded that the average electrical rate for 2005 was actually lower than 2004.  Vice-Chairman O’Brien asked if the actual average realized was lower or the actual average when looking at the “raw” numbers.  Mr. Kirk responded that both were lower.  


Vice-Chairman O’Brien, referencing pages 13 and 16, asked if the discussion regarding Enron and MDC had had been reviewed by legal counsel.  Mr. Constable replied that the statements had been reviewed by legal counsel.


Chairman Pace referred the Committee to page 13 under the “Equipment” caption.  Chairman Pace asked if this included all of CRRA’s equipment.  Ms. Vo-Le replied in the affirmative.  Chairman Pace asked if recapturing the trucks from Manafort was included in this number and Mr. Bolduc replied in the affirmative.  


Chairman Pace asked Mr. Trenholm, if CRRA had to borrow money, if CRRA’s ratings would be better or worse than the bond ratings that are listed in the report.  Mr. Bolduc responded that the ratings won’t change as a result of the audit.  Ms. Bronisz stated that, as a matter of course, she, Mr. Bolduc and Mr. Kirk meet with the rating agencies once a year.  Ms. Bronisz stated that she keeps them up-to-date on all our financial mitigation quarterly reports, the audits and the CAFR.  Ms. Bronisz indicated that she regularly requests that the rating agencies consider giving CRRA a rating upgrade, but so far that has not happened.  Ms. Bronisz said that the rating agencies are pleased with the level of information they get from CRRA and the organization’s progress.  Chairman Pace indicated that with this report, the rating agencies may consider an upgrade.  Chairman Sullivan indicated that, in the past, the rating agencies have said that they wanted to make sure that, from a business case standpoint CRRA was meeting current obligations in terms of debt service and operations through CRRA’s main source of revenue, which is the tip fee.  Chairman Sullivan indicated that this was and still is a critical concern of the rating agencies.  


Mr. Bolduc stated that in the FY06 budget, CRRA built in a debt stabilization fund of $14,000,000 for the Mid-Connecticut Project.  Mr. Bolduc noted that the Bonds Payable amount is now $82,000,000.  Mr. Bolduc said that if CRRA builds up the $14,000,000 next year and is successful on some of the outstanding lawsuits, it is conceivable that the Mid-Connecticut Project of CRRA could pay off all of its debt.  Mr. Bolduc stated that this would effectively accelerate 2012 forward and could make all of the Municipal Service Agreements expire  Mr. Bolduc indicated that this would have some implications as CRRA moves to the expiration of the Bridgeport Project in 2008.  Mr. Bolduc stated that if CRRA does not have co-terminous contracts, CRRA will end up falling back into a project mentality which may not be the way the new CRRA wants to go.  Mr. Bolduc continued by stating that the other side of this is, even if CRRA does not end up with the debt, CRRA still has about $86,000,000 in State loan capacity.  Mr. Bolduc stated that the only thing holding back on the State loan is the fact that the loan was originally set up with a 2012 maturity.  Mr. Bolduc continued by saying that if CRRA goes to the State and explains that CRRA has a $150,000,000 asset in Mid-Connecticut that CRRA may be able to renegotiate that debt and then pay that debt out over the next 15-20 years.  Mr. Bolduc indicated that by taking down the debt CRRA did last year, CRRA is getting to the point where there will not be outstanding Mid-Connecticut Project debt.  Chairman Sullivan indicated that this is something that would require additional discussions.


Chairman Sullivan noted that part of the outcome of auditor’s activities is the issuance of a Management Letter, which discusses the auditor’s suggestions and said that letter will be brought to the October Finance Committee meeting.


The motion previously made and seconded was approved unanimously.

3.
INFORMATIONAL


State Audit FY03 / FY04

Chairman Sullivan explained that the State Auditors’ Report covering Fiscal Years 2003 & 2004 was received by CRRA one week prior to this meeting and said that, to his knowledge, CRRA had not had an opportunity to respond.  Mr. Bolduc stated that the responses in this document were drafts.  

Director Martland stated that there were some issues that he would like to challenge in the State’s audit report.  Director Martland indicated that he did not like the “tone” of the report.  Mr. Bolduc pointed out that the audit was done on a period of time that CRRA was trying to survive.  Mr. Bolduc acknowledged that there was no recognition or credit given in the report, but said that State Auditor’s were not there to give accolades.  Mr. Bolduc said that CRRA tried to give fair responses to the Auditors’ recommendations. 


Chairman Pace asked for an example of what could be considered an unfair statement.  Mr. Bolduc stated that there was a comment in the report that indicated that the State auditors had checked an invoice for ground maintenance services and noticed that CRRA had not gone out to bid.  Mr. Bolduc explained that CRRA did not go to bid because an organization that employees handicapped persons was hired to do the job.  


Director Martland reviewed some of the sections that caused him concern and then referred the Committee to page 13 of the report regarding the Solid Waste Management Plan.  Director Cohn added that he had an issue with CRRA’s response.  Director Cohn indicated that if the statutory requirement that CRRA produce an annual plan to aid in the revision of the state-wide plan, is not stated in the report, CRRA should be producing its plan regardless of whether DEP does its part or not.  Director Cohn stated that to say that CRRA will concur and will produce a plan when DEP produces their plan is double talk.  Mr. Bolduc stated that it was his understanding that DEP has an understanding with CRRA that implies that CRRA’s submission of our annual budget would be acceptable.  Mr. Kirk stated that if the intent of the legislation was for CRRA to submit something that the State can use as a resource in putting a plan together, whether DEP has done the plan or not, does not impact CRRA’s need to submit its portion.  Mr. Kirk further explained that, in practice, it has always been that CRRA would produce a plan that would demonstrate the implementation responsibilities of CRRA of the effective Solid Waste Plan and in the absence of a plan, that DEP and previous management recognizes, it does not make sense to have an implementation plan for a 12-year old document.  Director Cohn asked if CRRA got a letter back from DEP when CRRA submits the budget indicating that it satisfies the requirements.  Mr. Kirk responded that he felt CRRA should be able to do that because DEP was always agreeable to CRRA submitting the budget in that capacity.  Mr. Kirk stated that the good news was by the time this is done again in two years, there will be a Solid Waste Management Plan and CRRA will certainly have a Plan of Operations showing implementation.  Mr. Kirk indicated that in the State audit of FY05 this may be an issue.  Vice-Chairman O’Brien agreed that CRRA should get recognition from DEP that this satisfies the requirement for FY05.    


Chairman Pace stated that the way he was reading the text, his interpretation was that this would help CRRA with CRRA’s case with the DEP.  Chairman Pace indicated that he thought the report was favorable.


Director Cohn stated that he had an issue he wished to bring to the Committee’s attention.  Director Cohn referred the Committee to page 20 “Agency Response”.  Director Cohn indicated that if there is something in the Policies and Procedures that prevents meeting the set-aside requirements or if there needs to be a special section on how CRRA would meet the set-aside requirements, CRRA should do that.  Director Cohn indicated that the CRRA response should not say that an adopted policy trumps a statute.  Mr. Kirk indicated that he did not think CRRA policy was in conflict with the statute.  Mr. Kirk continued by stating that if CRRA wanted to choose the second bidder to do a job, CRRA has the capabilities in the policies and procedures to do that.  Director Cohn suggested removing the second sentence under “Agency Response”, page 20.  Mr. Constable stated that the State Audit had implied that CRRA should be giving contracts to others just to meet our set-aside goals.  Mr. Constable stated that CRRA should be following its procurement procedures.  Mr. Kirk added that that should be one component of our decision.  Director Martland asked if CRRA could do the set-aside with small contracts.  Director Cohn stated that the set-aside requirement is overall and said that overall meant a percentage of our total dollar contracting.  Mr. Constable indicated that CRRA takes their total budget and excludes certain items (utilities, etc.) resulting in a dollar value; 25% of that dollar value is for set aside and another 25% of that amount is for minority business.  Mr. Constable indicated that if a “set-aside” vendor or a minority vendor is not registered with the State, CRRA would not get credit for that business.  Director Cohn asked Mr. Constable if CRRA encourages these non-registered vendors to register with the State.  Mr. Kirk stated that CRRA brings it to the attention of these vendors.  Mr. Constable noted that the department that now oversees this program at the State is down to one individual.  Mr. Constable indicated that this person is usually working in other departments because his focus is not really on this issue.  Mr. Constable noted that one of the questions of the State auditor was, “Why didn’t you work with DAS regarding set-aside and minority vendors?”  Mr. Constable replied that CRRA is lucky to get feedback on an email six-months later and never gets feedback on whether we met our goals or not.  CRRA never hears back from DAS other than a confirmation of their receipt of CRRA’s e-mail and a thank you for submitting the information.  Mr. Kirk said that despite the challenges, CRRA is committed to improve its portion of contracts with minority firms in the spirit of the legislation, regardless of the difficulty in the program administration.  

ADJOURNMENT


Vice-Chairman O’Brien requested a motion to adjourn the meeting.  The motion made by Director Cohn and seconded by Director Francis was passed unanimously.


The meeting was adjourned at 10:45 a.m.







Respectfully submitted,








Kristen B. Greig







Secretary to the Board/Paralegal
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