CONSOLIDATED WATER CO LTD

FORM 10-Q

(Quarterly Report)

Filed 11/09/09 for the Period Ending 09/30/09

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

8099474277
0000928340

CWCO

4941 - Water Supply
Water Utilities
Utilities

12/31

http://www.edgar-online.com
© Copyright 2009, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.




UNITED STATES SECURITIES AND EXCHANGE COMMISSION
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NOTE REGARDING CURRENCY AND EXCHANGE RATES
Unless otherwise indicated, all references to ‘$"WS$” are to United States dollars.

The exchange rate for conversion of Cayman Islaidrd (CI$) into US$, as determined by the Cayiriséands Monetary Authority, has be
fixed since April 1974 at US$1.20 per CI$1.00.

The exchange rate for conversion of Belize dol{BZE$) into US$, as determined by the Central BahBelize, has been fixed since 197
US$ 0.50 per BZE$1.00.

The exchange rate for conversion of Bahamian dol|BAHS$) into US$, as determined by the CentrallBahThe Bahamas, has been fi
since 1973 at US$1.00 per BAH$1.00.

The official currency of the British Virgin Islands the United States dollar.

The exchange rate for conversion of Bermuda dolBMD$) into US$ as determined by the Bermuda ManetAuthority, has been fixi
since 1970 at US$1.00 per BMD$1.00.




PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

CONSOLIDATED WATER CO. LTD.
CONDENSED CONSOLIDATED BALANCE SHEETS

September 3C December 31
2009 2008
(Unaudited)
ASSETS
Current assets
Cash and cash equivale $ 41,23559 $ 36,261,34
Accounts receivable, n 11,574,65 13,911,31
Inventory 1,592,49. 1,617,48
Prepaid expenses and other current a: 2,259,86! 1,444,44!
Current portion of loans receivable 1,241,17. 768,80:
Total current assets 57,903,78 54,003,38
Property, plant and equipment, | 56,313,49 58,937,98
Construction in progres 6,251,77! 6,157,95!
Costs and estimated earnings in excess of bil- construction projec 386,70° 7,377,55.
Inventory nol-current 3,585,85! 2,971,94!
Loans receivabl 11,216,98 1,560,42
Investment in and loan to affilia 12,120,48 14,371,31
Intangible assets, n 1,956,74. 2,144,16.
Goodwill 3,587,75. 3,587,75.
Other asset 3,373,58! 3,544,091
Total assets $ 156,697,15 $ 154,656,57
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities
Accounts payable and other current liabilit $ 5,751,29° $ 7,310,32
Dividends payabli 1,152,41: 1,006,41.
Current portion of long term de 1,298,48. 1,229,07.
Total current liabilities 8,202,19! 9,545,81.
Long term deb 20,146,54 21,129,26
Other liabilities 508,28( 430,71
Total liabilities 28,857,01 31,105,79
Stockholders equity
Controlling interests
Redeemable preferred stock, $0.60 par value. Aidd200,000 shares; issued and outstar
17,233 and 17,366 shares, respecti 10,34( 10,42(
Class A common stock, $0.60 par value. Authoriz¢®25,000 shares; issued and outstanding 14,537
and 14,529,360 shares, respecti 8,722,717 8,717,61
Class B common stock, $0.60 par value. Authoriz5sd00 shares; none issued or outstan - -
Additional paic-in capital 80,874,93 80,461,94
Retained earning 36,434,03 32,340,07
126,042,07 121,530,05
Noncontrolling interest 1,798,06. 2,020,72.
Total stockholders’ equity 127,840,14 123,550,77
Total liabilities and stockholders’ equity $ 156,697,15 $ 154,656,57

The accompanying notes are an integral part oktobeadensed consolidated financial statements.




CONSOLIDATED WATER CO. LTD.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(UNAUDITED)

Three Months Ended September 31 Nine Months Ended September 3!

2009 2008 2009 2008

Retail water revenue $ 5,659,391 $ 5,833,34 $ 18,418,10 $ 17,855,53
Bulk water revenue 6,687,83! 8,002,58! 19,526,04 22,648,44
Services revenues 1,178,83: 3,368,66! 6,900,96! 8,834,76!

Total revenues 13,526,05 17,204,59 44,845,11 49,338,73
Cost of retail revenue 2,421,741 2,862,07! 7,390,25. 8,209,51.
Cost of bulk revenue 5,302,53! 6,968,54 15,239,25 19,620,43
Cost of services revenues 765,71¢ 2,748,71! 3,611,99: 7,440,30!

Total cost of revenues 8,489,99. 12,579,33 26,241,50 35,270,24
Gross profit 5,036,06: 4,625,26. 18,603,61 14,068,49
General and administrative expenses 2,671,16! 2,128,65. 7,842,43 6,754,90.
Income from operations 2,364,89! 2,496,60 10,761,17 7,313,59
Other income (expense)

Interest incom: 311,99( 326,88 620,66 1,097,121

Interest expens (417,31¢) (436,07°) (1,287,36) (1,325,18)

Other income 50,33’ 32,76 143,60( 77,53¢

Equity in earnings (loss) of affilial (1,582,24) (639,54f) (2,780,271 (1,772,570

Other income (expense), ne (1,637,23) (715,976 (3,303,370 (1,923,100

Consolidated net income 727,66. 1,780,63. 7,457,80. 5,390,49.
Income (loss) attributable to nor-controlling interests 69,76: 614 382,14« (43,019
Net income attributable to controlling interests $ 657,90( $ 1,780,01 $ 7,075,65 $ 5,433,51.
Basic earnings per common shar $ 0.0t $ 0.1z $ 04¢ $ 0.37
Diluted earnings per common share $ 0.0t $ 0.1z $ 04¢ $ 0.37
Dividends declared per common shar $ 0.07t $ 0.06% $ 0.20t $ 0.19¢
Weighted average number of common shares used ine
determination of:

Basic earnings per share 14,537,04 14,523,01 14,533,09 14,516,86

Diluted earnings per sha 14,611,60 14,543,48 14,583,25 14,538,78

The accompanying notes are an integral part oktheadensed consolidated financial statements.




CONSOLIDATED WATER CO. LTD.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Nine Months Ended

September 30,
2009 2008
Net cash flows provided by operating activitie $ 10,022,01 $ 3,424,07.
Cash flows provided by (used in) investing activiés
Purchases of property, plant and equipment, angtiaation in progres (2,326,40) (5,144,540
Collections on loans receivable 1,117,35 1,096,20:
Net cash used in investing activiti (1,209,04) (4,048,33)
Cash flows provided by (used in) financing activigs
Dividends paic (2,835,70) (2,757,30)
Proceeds from issuance of preferred st 10,35( -
Principal repayments of long term debt (1,013,37) (955,25¢)
Net cash used in financing activiti (3,838,72) (3,712,56)
Net increase (decrease) in cash and cash equivale 4,974,24! (4,336,82)
Cash and cash equivalents at beginning of peric 36,261,34 38,529,38
Cash and cash equivalents at end of peric $ 41,23559 $ 34,192,55
Interest paid in cas $ 1,127,150 $ 1,185,30:
Non-cash investing and financing activities
Conversion of 5,784 (2008: 5,451) redeemable prefieshares into 5,784 (2008: 5,451) ordinary shi $ 347C $ 3,271
Issuance of 2,806 (2008: 11,197) ordinary shareségutive management for services rendered $ 38,75( $ 279,79t
Issuance of 4,197 (2008: 1,774) preferred sharesefwices rendered 73,66( 30,15¢
Dividends declared but not pe $ 109158 $ 945,20(
Loan receivable issued for plant facility s $ 10,996,29 $ =
Conversion of accounts receivable due from aféliato loan receivabl $ 800,00( $ -

The accompanying notes are an integral part oktobeadensed consolidated financial statements.




CONSOLIDATED WATER CO. LTD.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

1. Basis of presentation

The accompanying condensed consolidated finantétraents of Consolidated Water Co. Ltd. (the “Canyj) include the accounts of t
Company’s (i) wholly-owned subsidiaries, Aquilexicl, Cayman Water Company Limited (“Cayman Wate€dnsolidated Water (Beliz
Limited (“CW-Belize"), Ocean Conversion (Cayman)ited (“OC-Cayman”), DesalCo Limited (“DesalCao”)i) (majority-owned subsidial
Consolidated Water (Bahamas) Ltd. (“CW-Bahamastig &ii) affiliate, Consolidated Water (Bermuda)niited (“CW-Bermuda”)which i<
consolidated because the Company is its primagnfiral beneficiary. The Comparsyinvestment in its affiliate, Ocean Conversion (BMd.
(“OC-BVI"), is accounted for using the equity method of acdagntAll significant intercompany balances and sactions have be
eliminated in consolidation.

The accompanying condensed consolidated balanet as@f September 30, 2009 and the condensedlicated statements of income for
three and nine months ended and cash flows fomihe months ended September 30, 2009 and 2008 renadited. These consolida
condensed financial statements reflect all adjustsn@vhich are of a normal recurring nature) tivathe opinion of management, are neces
to fairly present the Compars/financial position, results of operations andhciews as of and for the periods presented. Theilte o
operations for these interim periods are not neg#égsndicative of the operating results for fuduperiods, including the fiscal year enc
December 31, 2009.

These condensed consolidated financial statemewtaates are presented in accordance with the anldsregulations of the United St
Securities and Exchange Commission (“SE@lating to interim financial statements and in foomity with accounting principles genere
accepted in the United States of America (“US GAARCertain information and note disclosures normatigluded in annual financ
statements prepared in accordance with US GAAP e condensed or omitted pursuant to those andsregulations, although 1
Company believes that the disclosures made areuateetp make the information not misleading. Thexs®densed financial statements sh
be read in conjunction with the consolidated finahstatements and notes thereto included in thegamy’s Annual Report on Form Xfor
the year ended December 31, 2008.

Reclassifications:Pursuant to the terms of its retail license and bwdter agreements, the Company adjusts its moirthkityices to charge (
credit) customers for any increases (or decredsetf)e prices for the energy costs incurred to poedwater. Prior to 2008, the Comp
recorded a portion of these energy cost chargesrédlits) as an adjustment to the energy compaufetd cost of revenues. During the fol
quarter of 2008, the Company concluded that sincd ssmounts are ultimately paid by (or to) its ouostrs, these energy cost charges
credits would be more appropriately classified tg gonsolidated results of operations as an adpr#trio revenues rather than to cos
revenues. Accordingly, revenue and cost of revermeunts reported in 2008 have been adjusted ire th@89 financial statements for th
reclassifications, the effects of which on previgusported amounts are as follows:

Three Months Endec Nine Months Endec
September 30, 200! September 30, 200

Revenues, as previously repor $ 15,221,78 $ 43,995,35
Reclassification of energy recovery 1,982,81 5,343,38!
Revenues, as adjusted $ 17,204,59 $ 49,338,73

Three Months Endec Nine Months Endec
September 30, 200 September 30, 200

Cost of revenues, as previously repol $ 10,596,52 $ 29,926,86
Reclassification of energy recove 1,982,81 5,343,38!
Cost of revenues, as adjus $ 12,579,33 $ 35,270,24

These reclassifications had no effect upon theipusly reported amounts of gross profit or net meo

Certain other immaterial amounts presented in 688 Zinancial statements included in the Form@6r the quarterly period ended Septer
30, 2008 have been reclassified to conform to tksemtation used for these amounts in the 2008diabstatements.




2. Stock-based compensation

The Company issues stock under incentive plansftiat part of employees’ and non-executive diregtoemuneration. The Company &
grants options to purchase common shares as paanofneration for certain long-serving employees.

Stockbased compensation totaled $95,687 and $87,25@dothree months ended September 30, 2009 and 2&&:ctively, and $330,3
and $276,105 for the nine months ended Septemhe2(8® and 2008, respectively and is included imegal and administrative expense
the condensed consolidated statements of income.

In March 2009, the Company granted options to paseh101,697 ordinary shares to certain employedsruits 2008 Equity Incenti
Plan. The March 2009 options began vesting on Ma®&; 2009 and vest in three equal tranches on iM&8¢ 2010, 2011 and 2012. All
these 101,697 options expire three years fromdbpective vesting date of each tranche.

In June 2009, the Company granted options to psecl3670 ordinary shares to certain employees utgl@001 Employee Share Opt
Plan. The June 2009 options vest on June 29, Z018f these 3,670 options expire thirty days frtime vesting date.

In June 2009, the Company granted options to pselal97 preference shares to certain employeesr itadEmployee Share Incent
Plan. The June 2009 options began vesting on B4n2009 and expire thirty days from the vestintgda

The Company estimates the fair value of the stqaions granted and rights to acquire stock usirgBlackScholes option pricing moc
which requires the Company to make a number ofnegéis and assumptions including forfeiture ratétility and expected life. The Compe
does not expect any forfeitures and therefore dsgeaecognize the full compensation costs fos¢hequity awards. The Company calcul
expected volatility based primarily upon the higtak volatility of the Company’s common stock.

The expected life of options granted representgpthréod of time that options granted are expectetlet outstanding, which incorporates
contractual terms, grant vesting schedules andstamd expected employee behaviors. As the Compasigdi far only awarded what the ¢
has defined as “plain vanilla options”, the Compasgs the “simplified methodillowed by the SEC for determining the expecteel dif the
options granted.

The significant weighted average assumptions fer®1,697 ordinary share options issued in Mar@®20ere as follows: risk free inter
rate of 1.3%; expected option life of 3.50 yeargexted volatility of 70.2%; expected dividend glielf 3.29%.

The significant weighted average assumptions fer3/670 ordinary share options were as follows fiise interest rate of 2.08%; expec
option life of 4.08 years; expected volatility @.3%; expected dividend yield of 1.7%.

The significant weighted average assumptions fer4l197 preference share options were as follagls:free interest rate of 0.08%; expet
option life of 0.08 years; expected volatility of.2%; expected dividend yield of 1.48%.

A summary of stock option activity under the Comyarsharebased compensation plans for the nine months eSdptember 30, 2009
presented in the following table:

Weighted
Average
Weighted Remaining Aggregate
Average Contractual Life  Intrinsic
Options  Exercise Price (Years) Value (1)
Outstanding as of beginning of peri 118,11 $ 28.3( 3.6€ $ -
Granted 109,56 8.2C 4.21
Exercisec (2,119 9.22
Forfeited and expire (3,079 9.22
Outstanding as of September 30, 2009 223,48. $ 18.8( 3.6 $ 861,01
Exercisable as of September 30, 2009 42,31 $ 27.3¢ 18: $ -

(1) The intrinsic value of a stock option representsamount by which the fair value of the underlystgck, measured by reference to
closing price of the ordinary shares of $16.33h& NASDAQ Global Select Market on September 3092@3ceeds the exercise p
of the option,




As of September 30, 2009, 181,167 nasted options and 42,315 vested options wereamditg, with weighted average exercise price
$18.80 and $27.39, respectively, and average réngaicontractual lives of 3.63 years and 1.83 yeegspectively. The total remaini
unrecognized compensation costs related to unvesielibased arrangements were $276,173 as of Septemb20®® and are expected tc
recognized over a weighted average period of 4e25sy

As of September 30, 2009, unrecognized compensatisis relating to convertible preference shardstauding were $104,752, and
expected to be recognized over a weighted averagedoof 1.30 years.

3. Segment information

The Company considers its (i) operations to suppder to retail customers, (i) operations to syppiater to bulk customers, and {
providing of engineering, management and constactervices, as separate business segments. REhamformation for each of the

segments is as follows:

Revenue!
Cost of revenues

Gross profit
General and administrative expenses

Income from operations
Other income (expense), r

Consolidated net incon
Income (loss) attributable to noncontrolling irsts

Net income attributable to controlling intere

Revenue!
Cost of revenues

Gross profit
General and administrative expenses

Income from operatior
Other income (expense), r

Consolidated net incon
Income (loss) attributable to noncontrolling irsts

Net income attributable to controlling interests

As of September 30, 200¢
Property plant and equipment, |
Construction in progres

Total asset

Revenue!
Cost of revenues

Gross profil
General and administrative expen

Income from operations
Other income (expense), net

Consolidated net incon
Income (loss) attributable to noncontrolling irtsts

Net income attributable to controlling intere

Revenue!
Cost of revenues

Gross profit
General and administrative expenses

Income from operatior

Three Months Ended September 30, 20C

Retail Bulk Services Total
$ 5,659,390 $ 6,687,831 $ 1,178,83. $ 13,526,05
2,421,741 5,302,53! 765,71¢ 8,489,99
3,237,65! 1,385,30: 413,11° 5,036,06:!
2,166,76! 451 ,86( 52,54 2,671,16!
1,070,88! 933,44 360,57: 2,364,89!
(1,637,23)
727,66:
69,76
$__ 657,90

Nine Months Ended September 30, 20C

Retail Bulk Services Total
$ 18,418,210 $ 19,526,04 $ 6,900,96! $ 44,845,11
7,390,25. 15,239,25 3,611,99; 26,241,50
11,027,85 4,286,78! 3,288,97. 18,603,61
6,265,79. 1,412,43 164,21. 7,842,43.
4,762,05! 2,874,35! 3,124,76; 10,761,17
(3,303,37)
7,457,80.
382,14

$ 21,973,11 $ 32,886,40 $ 1,453,971 $ 56,313,49
6,206,44. 45,33: = 6,251,77!
83,640,89 64,287,26 8,768,991  156,697,15

Three Months Ended September 30, 20C

Retail Bulk Services Total
$ 583334 $ 8,00258 $ 3,368,66/ $ 17,204,59
2,862,07! 6,968,54 2,748,71! 12,579,33
2,971,27 1,034,03! 619,94! 4,625,26:
1,704,20 353,35! 71,09: 2,128,65.
1,267,07! 680,68 548,85: 2,496,60
(715,970
1,780,63:
614

Nine Months Ended September 30, 20C
Retail Bulk Services Total
$ 17,855,53 $ 22,648,44 $ 8,834,761 $ 49,338,73
8,209,51. 19,620,43 7,440,30! 35,270,24
9,646,01 3,028,01. 1,394,461 14,068,49
5,482,74. 1,054,66! 217,50( 6,754,90.
4,163,27 1,973,35: 1,176,96! 7,313,59.




Other income (expense), net

Consolidated net incon

Income (loss) attributable to noncontrolling irsts
Net income attributable to controlling intere

As of September 30, 200¢
Property plant and equipment, |
Construction in progres

Total asset

$ 22,830,90 $ 34,296,18 $ 1,868,46!

4,120,19'
85,233,94

2,012,53
62,789,07

6,013,65!

(1,923,101

5,390,49-

(43,019

$ 58,995,54
6,132,72
154,036,68




4. Earnings per share

Basic earnings per common share (“EPS"talculated by dividing net income attributabdecontrolling interests by the weighted avel
number of common shares outstanding during theogeiihe computation of diluted EPS assumes theaigsiof common shares for
dilutive-potential common shares outstanding during thertigoperiod. The dilutive effect of stock optiois considered in diluted El
calculations using the treasury stock method.

The following summarizes information related to ttmmputation of basic and diluted EPS for the ttameeé nine months ended Septembe
2009 and 2008.

Three Months Ended Nine Months Ended
September 30, September 30,

2009 2008 2009 2008
Net income attributable to controlling intere $ 657,90 $ 1,780,01° $ 7,07565 $ 5,433,551
Less:
Dividends declared and earnings attributable téepred share (1,207) (1,17%) (4,387) (4,617)
Net income available to holders of common shar¢kerdetermination ¢
basic and diluted earnings per share $ 656,69¢ $ 1,778,84 $ 7,071,270 $ 5,428,90
Weighted average number of common shares usee idetfermination of
basic earnings per common sh 14,537,04 14,523,01 14,533,09 14,516,86
Plus:
Weighted average number of preferred shares odisiguduring the
period 17,91« 18,32( 17,81 19,71«
Potential dilutive effect of unexercised options 56,64¢ 2,14¢ 32,34 2,20z
Weighted average number of common shares usee idetfermination ¢
diluted earnings per common share 14,611,60 14,543,48 14,583,25 14,538,78

5. Impact of recent accounting pronouncements

Adoption of New Accounting Standards

In June 2009, the Company adopfite FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting
Principles. This standard established the FASB Accountingd&teds Codification (“Codification™as the source of authoritative U.S. gene
accepted accounting principles (“U.S. GAAR®cognized by the FASB to be applied by nongovemaleentities. Rules and interpret
releases of the Securities and Exchange Commig$&#C”) under authority of federal securities laws are a&sorces of authoritative U
GAAP for SEC registrants. The Codification becaeffective for financial statements issued for imteland annual periods ending a
September 15, 2009. The Codification supersedesx@ting non-SEC accounting and reporting stadgslaiAll other nongrandfathered, non-
SEC accounting literature not included in the Ciodifon became nonauthoritative. As a result &f standard, the FASB will no longer is
new standards in the form of Statements, FASB SRaffitions, or Emerging Issues Task Force Abstrdastead, the FASB will iss
Accounting Standards Updates, which will serve doty(a) update the Codification; (b) provide backgqd information about the guidan
and (c) provide the bases for conclusions on tlaagé(s) in the Codification. The U.S. GAAP hiehgrbias been modified to include only
levels of U.S. GAAP, authoritative and nonautharita In the FASBS view, the Codification does not change U.S. GAARe adoption ¢
this standard did not have a material impact onGbmpanys financial position or results of operations. Twdification did, however, res
in the elimination of the references to specifiSUGAAP contained within the consolidated finansi@tements, notes thereto and informs
included in the Company'’s previous filings with tBEC.

Effect of Newly Issued But Not Yet Effective Accouting Standards

In June 2009, the FASB issued SFAS No. ¥&vendment to Interpretation 46(R) (“SFAS No. 167”),which has not yet been integrated intc
Coadification. SFAS No. 167 amends the consoligatjioidance applicable to variable interest enttibeeplace the quantitativeased risks ar
rewards calculation for determining which enterprig any, has a controlling financial interestarvariable interest entity with an appro
focused on identifying which enterprise has the @oto direct the activities of a variable interestity that most significantly impact t
entity’s economic performance and (1) the obligation tsodd losses of the entity or (2) the right to reeebenefits from the entity. ¢
approach that is expected to be primarily qualieatvill be more effective for identifying which emprise has a controlling financial interes
a variable interest entity. SFAS No. 167 requarsadditional reconsideration event when deterrgimihether an entity is a variable inte
entity when any changes in facts and circumstaacesr such that the holders of the equity investragmisk, as a group, lose the power f
voting rights or similar rights of those investmemd direct the activities of the entity that msgnificantly impact the entitg' economi
performance. It also requires ongoing assessnantghether an enterprise is the primary beneficiafya variable interest entity. Thi
requirements will provide more relevant and timefformation to users of financial statements. SFHA& 167 amends the consolidai
guidance applicable to variable interest entitiesrdquire enhanced disclosures that will providersisof financial statements with m
transparent information about an enterpggavolvement in a variable interest entity. Tim@nced disclosures are required for any ente
that holds a variable interest in a variable irgeentity. SFAS No. 167 is effective for fiscalaye beginning after November 15, 2009.

Company is in the process of evaluating the efiéany, the adoption of SFAS No. 167 will haveitsfinancial statements.
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6. Investment in and loan to affiliate

The Company owns 50% of the outstanding voting comsshares and a 43.5% equity interest in the grofitOcean Conversion (BVI) Lt
(*OC-BVI”"). The Company also owns certain profitasing rights in OC-BVI that raise its effective énést in the profits of OBVI to
approximately 45%. Pursuant to a management senageeement, OBVI pays the Company monthly fees for certain eegimg an
administrative services.

OC-BVI's sole customer is the Ministry of Commurtioas and Works of the Government of the Britishigifi Islands (the “Ministry).
Through December 31, 2008, substantially all ofwaer sold to the Ministry was produced by a dea#ibn plant located at Baughers E
Tortola (the “Baughers Bay plant”), which has aamfy of 1.7 million U.S. gallons per day.

During 2007, OCGBVI completed, for a total cost of approximately.&&nillion, the construction of a 700,000 U.S. ga#i per day desalinati
plant located at Bar Bay, Tortola (the “Bar Baymita The Company provided OC-BVI with a $3.0 rah loan to fund part of this plast’
construction costs, of which $2.0 million remairadstanding as of June 30, 2009. Principal onltd@a was payable in quarterly installme
of $125,000 with a final balloon payment of $2.0limm due on August 31, 2009 and interest on tlam lvas due quarterly at the rate of LIB
plus 3.5%. On August 20, 2009, the Company andB¥Camended the terms of this loan, increasindétance to $2,800,000 by conver
$800,000 in trade receivables due to the Compaom fOCBVI. Under the terms of this amendment, the iedemrate on the loan w
increased to the rate of LIBOR plus 5.5% and theuritg date for the final balloon payment extendedugust 31, 2011.

On December 19, 2008, OC-BVI and the BVI governnexacuted a binding term sheet (the “Bar Bay Agrai) for the purchase of wa
by the BVI government from OC-BVI's Bar Bay plafthe parties intend the Bar Bay Agreement to govkeenterms of sale of water by OC-
BVI to the BVI government until the parties execatdefinitive contract. Under the terms of the Bay Agreement, O®VI will deliver up tc
600,000 U.S. gallons of water per day to the BWeyoment from the Bar Bay plant and the BVI goveeniwill be obligated to pay for tt
water at a specified price, as adjusted by a mpmthérgy factor. Prior to completion of the coustion of the first phase of certain additic
facilities by OC-BVI in August 2009, the BVI govenent was not obligated to purchase any minimum mek of water from O®VI.
However, since completion of this first phase, B\8@ government has been obligated to purchaseaat 00,000 U.S. gallons of water per
from the plant. The first phase of such facilittesstruction involved the installation of watepgs from the plant to a BVI governmeswmec
reservoir site and from this site to the BVI govaent’s piped water distribution system. A secohdge of construction requires B34 to
complete a storage reservoir on the BVI governrsiatwithin twelve months of the signing of the posed sevegear definitive contract. Tl
proposed seven-year definitive contract is expetdedclude a sevegear extension option exercisable by the BVI gowegnt. Negotiatior
on the definitive contract continued to be in-pesg through the date of this filing. B3 began selling water from the Bar Bay plant lie
BVI government during the first quarter of 2009.

The Company'’s investment in and loan to OC-BVI@mprised of the following:

September 3C December 31

2009 2008
Equity investment (including profit sharing righ $ 932048 $ 12,121,31
Loan receivabli- Bar Bay plant constructic 2,800,00! 2,250,001

$ 12,120,48 $ 14,371,31
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Summarized statement of income information for O@-B presented below:

Three Months Ended Nine Months Ended
September 30, September 30,

2009 2008 2009 2008
Water revenues $ (263,98) $ 1,531,17 $ 5,140,19. $ 4,762,49
Adjustment for revenue deferral (see Baughers Bayigpute
below) 617,82¢ (1,495,87) (4,559,79) (4,657,87))
Total adjusted revenues 353,84« 35,29: 580,39 104,61!
Gross profit (loss) (3,001,54) (1,072,12) (5,115,63) (3,028,81)
Income (loss) from operations (3,184,18) (1,314,41) (5,824,17) (3,829,17)
Net income (loss $ (4,571,97) $ (1,354,88) $ (5,921,78) $ (3,957,780

The Company recognized losses of $(1,582,248) &89$546) on its equity investment in 3 for the three months ended Septembe
2009 and 2008, respectively, and $(2,780,270) dtd$2,570) for the nine months ended SeptembelB09 and 2008, respectively. -
losses recognized by the Company on its equitysimrent in OCBVI for the three and nine months ended SeptemBer2B09 include ¢
impairment loss of $160,000 on the carrying valtithe Company’s equity investment in B4 arising from the Baughers Bay dispute |
further discussion below).

In addition to the Company’s loan to and equityeistment in OC-BVI of $12,120,482 as of September2B09, the Compang’'recorde
value of its OC-BVI management services agreemehich is reflected as an intangible asset on the@amy's consolidated balance sh
was approximately $856,000 as of September 30,.2009

Baughers Bay dispute:

In October 2006, O®VI notified the Company that the Ministry had atsd a purported right of ownership of the BaughBay plan
pursuant to the terms of the Water Supply Agreerbeiween the parties dated May 1990 (the “1990 &gent”) and had invited O8VI to
submit a proposal for its continued involvementtlie production of water at the Baughers Bay plantight of the Ministrys planne
assumption of ownership.

Under the terms of the 1990 Agreement, upon thér&ipn of the initial seven year term in May 1999 agreement would automatically
extended for another seven year term unless théstlinprovided notice, at least eight months ptiorsuch expiration, of its decision
purchase the plant from OC-BVI for approximately4®Lmillion.

In correspondence between the parties from lat@ #19®ugh early 2000, thdinistry indicated that the BVI government intendedourchas
the plant but would be amenable to negotiating s water supply agreement, and that it consideredl®90 Agreement to be in force c
monthly basis until negotiations between the BViiggmment and O®VI were concluded. Occasional discussions werd lhettween tr
parties since 2000 without resolution of the mat@E-BVI has continued to supply water to the Ministrydaexpended approximately $
million between 1995 and 2003 to significantly exgiahe production capacity of the plant beyond deatforth under the 1990 Agreement.

OC-BVI submitted a proposal to the Ministry in late0B0to continue to supply water from the Baughery Bknt. The Ministry hel
discussions with OC-BVI regarding a new contradtdid not formally respond to OC-B\4’proposal. Early in 2007, the Ministry unilatey
took the position that until such time as a neweagrent was reached on the ownership of the plahthenprice for the water produced by
plant, the Ministry would only pay that amount o€@VI’'s billings that the Ministry purported constied OC-BVI's costs of producing t
water. OC-BVI responded to the Ministry that thecaimt the Ministry proposed to pay was significaiégs than OC-BVE production cost
Payments made by the Ministry to OC-BVI since thimibtry’s assumption of this reduced price have been sjpor&h November 15, 20(
OC-BVI issued a demand letter to the BVI governnfentapproximately $6.2 million representing amautitat OCBVI claimed were due t
the BVI government for water sold and deliveredsplaterest and legal fees. In response to OC-8\démand for payment, the E
government issued a letter dated November 19, 20@7 reasserted its claim that ownership of thegBars Bay plant has passed to the
government and rejected OC-BVI's claim for payme@n November 22, 2007, OC-B¥Imanagement was informed that the BVI govern
had filed a lawsuit with the Eastern Caribbean 8o Court (the “Court”) seeking ownership and pssisa of the Baughers Bay plant. OC-
BVI counterclaimed that it was entitled to contidymssession and operation of the Baughers Bay pidihthe BVI government paid O8VI
approximately $4.7 million, which OBVI believes represents the value of the Baugheag Blant at its present expanded produt
capacity. OCBVI took the legal position that since the BVI gowment never paid the $1.42 million to purchaseBhaghers Bay plant, t
1990 agreement terminated on May 31, 1999, which eight months after the date that the Ministryjated written notice of its intention
purchase the plant.
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On July 4, 2008, OC-BVI filed a claim with the Cbseeking recovery of $7,806,629, representing amsoowed to O@VI for water solt
and delivered to the BVI government from the Bauglizgay plant through May 31, 2008, $842,188 iideliest accrued on amounts owed i
May 31, 2008 and future interest and costs. Thisncwas amended and increased on April 22, 200818 773,954 for amounts owed
water delivered through March 31, 2009 plus accrinéstest of $2,537,334 on amounts owed as of M&ih2009 plus future interest ¢
costs. The $13,773,954 amount represented ambillets at the contract prices in effect before BAd government asserted its purported r
of ownership of the plant.

The Court held a three-day trial from July 22 thgbuuly 24, 2009 to address both the Baughers Beership issue and OC-B\4'claim fo
payment of amounts owed for water sold and delivéoethe BVI government. On September 17, 2008,Gburt issued a preliminary ruli
with respect to the litigation between the BVI govaent and O@VI. The Court determined that the BVI governmevds entitled t
immediate possession of the Baughers Bay plantdisitissed OC-BVE claim for compensation of approximately $4.7 iaill for the
expenditures made to expand the production capaditthe plant. As a result of this determination the Court, OCBVI recorded a
impairment loss of approximately $2.1 million dwithe three months ended September 30, 2009 fed fissets associated with the Bauc¢
Bay plant. However, the Court determined that B\MI-was entitled to full payment of water invoicssued up to December 20, 2007, wl
had been calculated under the terms of the oridi880 Agreement, and ordered the BVI governmentda&e an immediate interim paymen
$5.0 million to OC-BVI for amounts owed to OBYI. The Court deferred deciding the entire digpbetween the parties until it could cont
a hearing to determine the reasonable rate forrpateluced by OC-BVI for the period from Decemb@r 2007 to the present.

After conducting hearings on October 12 and 1692@d October 28, 2009, the Court ordered the Bdlegnment to pay OBVI at the rat
of $13.91 per thousand imperial gallons for watedpced by OVI from December 20, 2007 to present, which amsuata total recove
for OC-BVI of $10.1 million as of September 30, 80@xcluding any interest which may be due on Haknce. O@VI intends to see
clarification from the Court on November 13, 200@&hwrespect to the amount of interest, if any, whioust be paid on the monet
judgment. The BVI government has not yet madepayments to O-BVI under the Court order.

On October 28, 2009 OC-BVI filed an appeal with Bestern Caribbean Court of Appeals (the “Appellateirt”) asking the Appellate Cot
to review the September 17, 2009 ruling by the &asCaribbean Supreme Court as it relates to OCE88&aim for compensation for the $
million in expenditures made to expand the produrctiapacity of the Baughers Bay plant.

On October 29, 2009, the BVI government filed apesgb with the Appellate Court seeking the Appell@taurt’s review of the September
2009 ruling of the Court that the BVI governmeny 2C-BVI the reasonable rate for water produce®i®BVI for the period from Decemb
20, 2007 to the present. The BVI government isiesting a ruling from the Appellate Court that BMl government should only pay OBVI
the actual cost of water produced at the plant.

Effective January 1, 2008, OBVI changed its policy for the recording of reveaueom the Baughers Bay plant from the accrualhi
equivalent of the cash method. All amounts billgddC-BVI to the BVI government relating to Baughers Baywater delivered subsequen
December 31, 2007 have been recorded as defermedues by OC-BVI. As a result of this adjustmenD©-BVI's revenues, the Company
recorded losses from its equity in OC-B¥Fesults of operations for all fiscal quarterssauent to December 31, 2007. Any cash payi
made by the BVI government on Baughers Bay-relatedices were applied by OC-BVI to the remainindaibae of OC-BVI5 outstandin
accounts receivable that arose from billings forigus prior to and including December 2007 and thwesre not recognized
revenues. Sufficient payments were received from BVI government during the three months endediegeper 30, 2009 to repay
remaining accounts receivable balance relatinget@ogs prior to December 31, 2007. @®4 continues to apply the equivalent of the ¢
method with respect to the recognition of revendiesn Baughers Bay. Consequently, ®@®{ will not recognize as revenue ¢
amounts ordered by the Court to be paid until samobunts are paid by the BVI government. 8Ckis also applying the equivalent of the ¢
basis of accounting for revenue recognition foBiés Bay plant until such time as a definitive gant is signed for this plant.

The Company accounts for its investment in B\@-in accordance with the equity method of accaugntfor investments in common sto
This method requires recognition of a loss on amtgdnvestment that is other than temporary, amdicates that the fair value of an eq
investment that is less than its carrying amouny tinglicate a loss in the value of the investmerd. t&st for possible impairment of
investment in O@VI, the Company estimated its fair value as of t8efper 30, 2009. In making this estimate, Compamnagemel
calculated the expected cash flows from its invesinin OCBVI by (i) identifying various possible outcomestbe Baughers Bay dispute :
negotiations for a definitive contract on the near Bay plant; (ii) estimating the cash flows asatarl with each possible outcome, and
assigning a probability to each outcome based dErussions held to date by OC-BVI's managemertt tieé BVI government and OC-B\¢l’
legal counsel. The resulting probability-weightednsrepresents the expected cash flows, and the @uyigobest estimate of future cash flo
to be derived from its investment in GB/. After considering the September and Octobé@®fllings of the Court, the Company determ
that the carrying value of its investment in OC-Bdceeded the estimated fair value for its investnime OCBVI by approximately $160,0(
as of September 30, 2009 and therefore recognizéahairment loss of this amount on this investnfenthe three months ended Septer
30, 2009. As a result of further developments,Gbenpany could be required to record further sughainment losses on its investment in OC-
BVI in the future.

The identification of the possible outcomes for Baughers Bay dispute and Bar Bay negotiations,ptiogections of cash flows for ez
outcome, and the assignment of relative probadslito each outcome all represent significant eséisnmade by the Compasgymanagemer
The ultimate resolution of the Baughers Bay disgartd Bar Bay definitive contract negotiations méffed significantly from managemerst’
estimates and may result in actual cash flows f@@BVI that vary materially from the expected cashwloused by Company managemel
determining OC-BVI's fair value as of September 3009. OCBVI may be unable to negotiate a new operating exgent for the Baughe
Bay plant. The Appellate Court may ultimately ouent the ruling of the Court requiring the BVI gomerent to pay O®VI at the rate ¢
$13.91 per thousand imperial gallons for water joesly supplied. O@VI may be unsuccessful in finalizing a definitigentract for the B:
Bay plant on terms it finds acceptable. Any ofstheor other possible outcomes could result in &atash flows from the Compa’s



investment in OC-BVI that are significantly lowdran managemerst'current estimate. In such case, the Companydmikrequired to recc
further impairment losses to reduce the carryinpevaf its investment in OC-BVI. Such impairmenéses would reduce the Company’
earnings and could have a material adverse impaits @esults of operations and financial condition

The Company is not presently able to determine vilngtact the ultimate resolution of this matter ntegve on its results of operations
financial condition.

13




7. Consolidated Water (Bermuda) Limited

In June 2006, the Company formed a Bermuda-basidtaf Consolidated Water (Bermuda) Limited (“CBérmuda”) with two othe
shareholders. The Company owns 40% of the equigrest and voting rights of CW-Bermuda. In Januz097, CWBermuda entered intc
contract with the Government of Bermuda for theglesconstruction and sale of a 600,000 U.S. galloer day desalination plant to be loc
on Tynes Bay along the northern coast of BermudahiarMarch 2008 the Government of Bermuda agreea $econd phase of construc
that would expand the plant’s capacity to 1.2 milliU.S. gallons per day. Under the agreement, BAfnuda constructed the plant and
operate it for 12 months after its commissioning sale to the Government of Bermuda. ®&tmuda received a Certificate of Substa
Completion for Phase 1 on April 13, 2009. The secphase is scheduled for completion by the end06B, pending the provision by
Bermuda government of a sufficient energy supphttie second phase.

The Company has entered into a services agreemgmCuy/-Bermuda for the design, construction and operaifcthe Tynes Bay plant, unc
which it receives fees for direct services, purai@sctivities and proprietary technology. The Qamy began earning revenues undetr
agreement in January 2009.

Because (i) the equity investment in (B¥rmuda is not sufficient to permit it to finande activities without the loan from the Company),
the other investors in CMBermuda have no obligation to absorb any amouritsdbsses should losses arise; and (iii) the Comppect
economic benefits from CW-Bermuda that are sigaifity greater than the Company’s voting rights 6064 CWBermuda constitutes
variable interest entity in which the Company is fhimary beneficiary and accordingly, consolidatesresults of C\\Bermuda in its financi
statements. The assets and liabilities (all of Wlaie current) of CW-Bermuda included in the Conypsuieondensed consolidated balance ¢
amounted to approximately $1,716,000 and $756,68ectively, as of September 30, 2009. The Comnpas not provided any guarant
related to CW-Bermuda and any creditors of ®a&fmuda do not have recourse to the general coédite Company as a result of includ
CW-Bermuda in the Company’s consolidated finanaigtements. The results of CW-Bermuda are refleagiethe Company service
segment.

8. Litigation settlement

On November 17, 2006, Gruppozecca Bahamas LimieBL") filed a Statement of Claim in the Supreme Couthef Commonwealth of Tl
Bahamas against CW-Bahamas seeking damages irsexc$950,000 for C\Bahamas alleged breach of its obligations undexgraemet
between GBL and CVBahamas relating to the construction of our BlulisHilant. On April 2, 2009, this litigation wastded and all clain
against CWBahamas were dismissed in exchange for a finalrpssgpayment under the construction agreement batie parties in tl
amount of $480,000.

9. Subsequent events

The Company considered the accounting and disdosfirevents occurring after the balance sheet thatagh the date and time
Company'’s financial statements were issued on Nbezr, 2009.
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ITEM 2 . MANAGEMENT'’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS
Cautionary Note Regarding Forward-Looking Statemens

This Quarterly Report on Form 10-Q contains forwimaking statements, including but not limited ttatements regarding our future reven
future plans, objectives, expectations and evessumptions and estimates. Forwiaraking statements can be identified by use ofviloeds
or phrases “will,” “will likely result,” “are expeed to,” “will continue,” “estimate,” “project,” “ptential,” “believe,” “plan,” “anticipate,”
“expect,” “intend,” or similar expressions and variations of such wotsitements that are not historical facts are chase our currel

expectations, beliefs, assumptions, estimates¢dste and projections for our business and thestngland markets related to our business.

" ou ” o ” o " ow " o LI " ow

The forwardlooking statements contained in this report are quarantees of future performance and involve eriaks, uncertainties a
assumptions which are difficult to predict. Actwaitcomes and results may differ materially from tisaexpressed in such forwalabking
statements. Important factors which may affectehsstual outcomes and results include, withouttditign, tourism and weather condition:
the areas we service, scheduled new constructithinvbur operating areas, the economies of the Bn8.the areas we service, reguls
matters, the resolution of pending litigation, dadaility of capital to repay debt and for expansafrour operations, and other factors, inclui
those “Risk Factors” set forth under Part Il, Ité&in this Quarterly Report and in our 2008 AnnRajport on Form 10-K.

The forwardlooking statements in this Quarterly Report spesbfats date. We expressly disclaim any obligatiorundertaking to update
revise any forwardeoking statement contained in this Quarterly Reporreflect any change in our expectations withare thereto or ai
change in events, conditions or circumstances dohwdmy forward-looking statement is based, exesphay be required by law.

Unless otherwise indicated, references to “we,’r;’btours” and “us” refer to Consolidated Water Co. Ltd., its subsidmmand consolidat
affiliate.

Critical Accounting Estimates

The preparation of consolidated financial statesmé@ntonformity with accounting principles geneyakccepted in the United States of Ame
requires us to make estimates and assumptionsiffieat the reported amounts of assets and liadsliind disclosure of contingent assets
liabilities at the date of the consolidated fin@haitatements and the reported amounts of reveangeexpenses during the reporting period.
actual results could differ significantly from suestimates and assumptions.

Certain of our accounting estimates or assumptionstitute “critical accounting estimates” for usedo the fact that:

. the nature of these estimates or assumptions isriaatiue to the levels of subjectivity and judgmeacessary to account
highly uncertain matters or the susceptibility o€ls matters to change; a

. the impact of the estimates and assumptions ondiabcondition and results of operations is mate

Our critical accounting estimates relate to (i) Yaduation of our equity investment in our affieatOCBVI; (ii) goodwill and intangible asse
and (iii) plant construction revenues and costs.

Valuation of Equity Investment in Affiliate. We account for our investment in &/l in accordance with the equity method of accimfor
investments in common stock. This method requieesgnition of a loss on an equity investment thatther than temporary, and indicates

a current fair value of an equity investment tlsdebs than its carrying amount may indicate ailo$ise value of the investment. OC-BVI's on-
going dispute with the BVI government over the ovghé of its Baughers Bay plant may indicate that ¢urrent fair value of our investm

in OC-BVI is less than our carrying value for tmgestment.

As a quoted market price for OC-BVI's stock is awtilable, to test for possible impairment of awestment in O@VI we estimate its fa
value by calculating the expected cash flows framiovestment in O@VI by (i) identifying various possible outcomestbe Baughers B:
dispute and negotiations for a definitive contfactOC-BVI's new Bar Bay plant; (ii) estimating the cash floagsociated with each poss
outcome, and (iii) assigning a probability to eamlitcome based upon discussions held to date by W@WCsBmanagement with the B
government and OC-BW’ legal counsel. The resulting probability weighseain represents the expected cash flows, and atireBgmate «
future cash flows, to be derived from our investtm@enOC-BVI. After considering the September and Octobe®d®eulings of the Easte
Caribbean Supreme Court with respect to the libgafor the Baughers Bay dispute, we determinetttiecarrying value of our investmen
OC-BVI exceeded the estimated fair value for omestiment in O@VI by approximately $160,000 as of September IMRand we ha
therefore recognized an impairment loss of this amh@n this investment, which is included in thesdmf approximately $(1.6 million) \
recognized for our equity in the loss of @A for the three months ended September 30, 288% result of further developments, we ct
be required to record further such impairment lsgseour investment in OC-BVI in the future.
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The identification of the possible outcomes for Baughers Bay dispute, the projections of cashdléaw each outcome and the assignme
relative probabilities to each outcome all représsagnificant estimates made by us. While we haseduour best judgment to identify
possible outcomes and expected cash flows for thesmmes and assign relative probabilities to eadibome, these estimates are by
nature highly subjective and are also subject tteried change by our management over time based apditional information from OC-
BVI's management and legal counsel, a change istditeis of negotiations and/or OC-B¥litigation with the BVI government. The ultim
resolutions of the Baughers Bay issue and the ragots for a definitive contract for the Bar Balapt may differ significantly from ol
estimates and may result in actual cash flows f@®BVI that vary materially from the expected céisivs we used in determining OC-B\¢I’
fair value as of September 30, 2009. B¢} may be unable to negotiate a new operatingegent for the Baughers Bay plant. An appe
court may overturn the October 2009 ruling of trestérn Caribbean Supreme Court. B€may be unsuccessful in negotiating a defin
contract for the Bar Bay plant on terms it findeegmtable. Any of these or other possible outconeesdcresult in actual cash flows from
investment in O@YVI that are significantly lower than our currerdtienate. In such case, we could be required tordefigther impairmer
losses to reduce the carrying value of our investrimreOCBVI. Such impairment losses would reduce our egmiand could have a mate
adverse impact on our results of operations arahfiral condition.

Goodwill and other intangible assets. Goodwill represents the excess costs over fairevaluthe assets of an acquired business. Goodwd
intangible assets acquired in a business combimattxzounted for as a purchase and determined te &avindefinite useful life are r
amortized, but are tested for impairment at leastually. Intangible assets with estimable usefidd are amortized over their respec
estimated useful lives to their estimated residizdlies, and reviewed for impairment. We periodjcalvaluate the possible impairmen:
goodwill. Management identifies our reporting unéisd determines the carrying value of each repprtinit by assigning the assets
liabilities, including the existing goodwill andtangible assets, to those reporting units. We deter the fair value of each reporting unit
calculating the expected cash flows from each teppmunit and compare the fair value to the cagyamount of the reporting unit. To
extent the carrying amount of the reporting uniteeeds the fair value of the reporting unit, we r@guired to perform the second step of
impairment test, as this is an indication thatrygorting unit goodwill may be impaired. In thiggt we compare the implied fair value of
reporting unit goodwill with the carrying amount thife reporting unit goodwill. The implied fair valwf goodwill is determined by allocati
the fair value of the reporting unit to all the etss(recognized and unrecognized) and liabilitiethe reporting unit in a manner similar t
purchase price allocation. The residual fair vatter this allocation is the implied fair valuetbk reporting unit goodwill. If the implied fi
value is less than its carrying amount, the impairtnoss is recorded. Based upon our annual testlate, we have not experienced
impairment losses on our recorded amounts of gdbdwi

Plant construction revenue and cost of plant construction revenue. We recognize revenue and related costs as workgsegs on fixed pri
contracts for the construction of desalination tdato be sold to third parties using the percentafgeompletion method, which relies
contract revenue and estimates of total expectstsctVe follow this method since we can make reasigndependable estimates of
revenue and costs applicable to various stagesoftzact. Under the percentageesinpletion method, we record revenue and recogmiait
or loss as work on the contract progresses. Ouneedng personnel estimate total project costspanfit to be earned on each long term, fi
price contract prior to commencement of work on ¢batract and update these estimates as work ooothteact progresses. The cumuls
amount of revenue recorded on a contract at a figegoint in time is that percentage of total mstied revenue that incurred costs to
comprise of estimated total contract costs. As wamndgresses, if the actual contract costs exceuhass, the profit recognized on reve
from that contract decreases. We recognize theafubbunt of any estimated loss on a contract atithe the estimates indicate such a loss
date we have not experienced a material adversatioarfrom our cost estimates for plants constddbr sale to third parties.

We assume the risk that the costs associated withtimcting the plant may be greater than we aaied in preparing our bid. However,
terms of each of the sales contracts with our coste require us to guarantee the sales price éopldmt at the bid amount. Because we
our contracted sales price in part on our estimatiofuture construction costs, the profitabilitiyaur plant sales is dependent on our abilit
estimate these costs accurately. The cost estimatgsepare in connection with the constructioplahts to be sold to third parties are sul
to inherent uncertainties. The cost of materiald eonstruction may increase significantly after sudmit our bid for a plant due to fact
beyond our control, which could cause the grosgindor a plant to be less than we anticipated wifenbid was made. The profit margin
initially expect to generate from a plant sale dobé further affected by other factors, such ad feater supply and quality conditions at
plant site that differ materially from those weibeéd existed and relied upon when we submittecb@lir
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RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations should &adrin conjunction with our unaudi
condensed consolidated financial statements ar@hgzanying notes included under Part |, Item 1 &f Quarterly Report and our consolide
financial statements and accompanying notes indlil®ur Annual Report on Form 10-K for our fisgalar ended December 31, 200800¢
Form 10-K”) and the information set forth undernite7 “Managemeng Discussion and Analysis of Financial Conditiord &esults ¢
Operations” of our 2008 Form 10-K.

Three Months Ended September 30, 2009 Compared tchfee Months Ended September 30, 2008
Consolidated Results

Net income attributable to controlling interests tioe three months ended September 30, 2009 was %85 ($0.05 per share on a fi-dilutec
basis) as compared to $1,780,017 ($0.12 per simaaefully-diluted basis) for the three months ended Septe®®e2008. Our results for b
of these periods were adversely affected by theelosve recorded for our equity investment in B\O-(discussed below) which amountec
$(1,582,248) and $(639,546) for the three montliedrSeptember 30, 2009 and 2008, respectively.

Total revenues for the three months ended SepteBthe2009 and 2008 were $13,526,059 and $17,204r83Bectively. The decrease
consolidated revenues from 2008 to 2009 refleatetaevenues for all three of our business segm@ntsss profit for the three months en
September 30, 2009 was $5,036,068, or 37% of tet@nues, as compared to $4,625,261 or 27%, fothtiee months ended Septembel
2008. Our retail and bulk segments reported inecagoss profits for 2009 as compared to 2008 wgnibss profit for our service segm
declined. For further discussion of revenuesgnads profit for the three months ended Septembe2@09, see the analysis in tHeesults b
Segment” section that follows.

General and administrative (“G&A"gxpenses on a consolidated basis were $2,671,¥6@dothree months ended September 30, 20
compared to $2,128,654 for same quarter of 20@8e&ses in (i) employee costs of approximately El@Battributable to salary increases
professional fees of approximately $148,000; fénk charges of $87,000 incurred by our Bahamasidiaby to convert Bahamian dollars
U.S. dollars and subsequently transfer such dottasther Company bank accounts; and (iv) costaried of approximately $69,000 to
new projects constituted the majority of the adaidil G&A expense for 2009.

We reported losses from our investment in B@-for the three months ended September 30, 20092808 of approximately $(1,582,000)
$(640,000), respectively. The increase in the fagn our investment in O®VI for 2009 as compared to 2008 reflects the reoglings of th
Eastern Caribbean Supreme Court with respect tditthation between O@VI and the British Virgin Islands government amdpairmen
losses recorded by us and OC-BVI during 2009 assaltr of these rulings. See further discussiorhef ®C-BVI situation at Liquidity anc
Capital Resources — Material Commitments, Contiegenand Expenditures -©C-BVI Contract Dispute .”

Results by Segment
Retail Segment:

The retail segment contributed $1,070,885 to oagprime from operations for the three months endedeSder 30, 2009, as compare:
$1,267,070 for the three months ended Septemb&0RB.

Revenues generated by our retail water operati@rs %5,659,390 and $5,833,347 for the three maerided September 30, 2009 and 2
respectively. The volume of water sold remainedtireely unchanged from 2008 to 2009. Price insesarelated to inflation adjustme
which went into effect during the first quarter2ff09 served to offset a decrease of approximath® H00 in revenues attributable to our pass:
through billing of energy costs to our customesseraergy prices declined significantly from 20026®9.

Retail segment gross profit was $3,237,650 (57%ewénues) and $2,971,277 (51% of revenues) fothtee months ended September
2009 and 2008, respectively. The retail segnsegtoss profit percentage in 2009 benefited fromeduction in certain operating
maintenance costs, lower energy prices and, ioflatelated adjustments to base water rates matthe ifirst quarter of 2009.

Consistent with prior periods, we record all noredt G&A expenses in our retail business segmeditdannot allocate any of these ndinec
costs to our other two business segments. Retal &€penses for the three months ended Septemb&089, were $2,166,765 up $462,
from the $1,704,207 in G&A expenses for the threntihs ended September 30, 2008. The increase ik &&enses for the three mor
ended September 30, 2009 as compared to the confparéor year period is primarily due to increases$i) employee costs of approximat
$94,000 attributable to salary increases; (ii) essfonal fees of approximately $135,000; and ¢mi3ts incurred of approximately $69,00!
bid new projects.
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Bulk Segment:

The bulk segment contributed $933,441 and $680t6&4ur income from operations for the three momthded September 30, 2009 and 2
respectively.

Bulk segment revenues were $6,687,836 and $8,002c088he three months ended September 30, 2002@0®|, respectively. Total gallons
water sold increased by 7.0% in 2009 from 2008weieer, revenues from the bulk segment decreased 208 to 2009 due to a reductiol
energy costs passed through to our customerseasldind electricity prices were significantly lovwe2009 than in 2008.

Gross profit for our bulk segment was $1,385,30d $1,034,039 for the three months ended Septenthet0®9 and 2008, respectively. Gi
profit as a percentage of bulk revenues was 21%hfthree months ended September 30, 2009 anddr3¥%e three months ended Septer
30, 2008. The improvement from 2008 to 2009 in kyriéss profit dollars and bulk gross profit as acpatage of sales is attributable to
Cayman operations and, to a lesser extent, ourrBakaperations. Our Cayman gross profits benefitad (i) the expiration of the origin
contract for the Red Gate plant and the eliminatibapproximately $125,000 in amortization expeftsethe intangible asset associated
this contract; and (ii) the annual inflatiosaelated increases in base water rates that wemefifiect during the first quarter of 2009. Thehgy
gross profits for our Bahamas operations refleqtromed operating efficiencies for both our Windsword Blue Hills operations located
Nassau, New Providence. We constructed and cononaginew feed water wells and replaced the rexessmwsis membranes on 50% of
production trains at our Windsor plant effectivep®enber 2008 and replaced the reverse osmosis raeg®on the remaining production tri
at the Windsor plant during the quarter ended BMhe2009. These capital expenditures have improlvedenergy efficiency of the Wind:
plant. In addition, last year we implemented anrionpd feed water pretreatment regime at our Bluks lglant in Nassau which has redu
electrical power consumption at that plant. Ourkbsggment gross profit percentage for 2009 alsefited from a reduction in diesel ¢
electricity prices.

Bulk segment G&A expenses for the three months @sptember 30, 2009 increased to $451,860 fror8,835 for the same period in 2(
due to an increase in bank charges of approxim&®@R000 incurred by our Bahamas subsidiary to edrBahamian dollars to U.S. doll
and subsequently transfer such dollars to othergammy bank accounts.

Services Segment:

The services segment contributed $360,573 and 8538p our income from operations for the three therended September 30, 2009
2008, respectively.

Revenues from services provided in 2009 were $18BB3as compared to $3,368,660 in 2008. Servicemntees decreased from 2008 to 2
due to relatively lower project construction adgnin 2009.

The decrease in gross profit for the services segnee$413,117 in 2009 from $619,945 in 2008 refidower construction revenues, wt
were partially offset by fees earned on our sessmntract for the Tynes Bay, Bermuda plant.

G&A expenses for the services segment were $5265d4571,092 for 2009 and 2008, respectively.
Nine Months Ended September 30, 2009 Compared to N Months Ended September 30, 2008
Consolidated Results

Net income attributable to controlling interests tfee nine months ended September 30, 2009 waZ%Ba7 ($0.49 per share on a fi-dilutec
basis) as compared to $5,433,513 ($0.37 per shmeefolly-diluted basis) for the nine months ended Septer8@e2008. Our results for bc
of these periods were adversely affected by theelosve recorded for our equity investment in B\O-(discussed below) which amountec
$(2,780,270) and $(1,772,570) for 2009 and 20Geetively.

Total revenues for the nine months ended Septei®3®eR009 and 2008 were $44,845,112 and $49,338y83pectively. The decrease
consolidated revenues from 2008 to 2009 refleatgetorevenues for our bulk and services segments$Gpoofit for the nine months enc
September 30, 2009 was $18,603,611, or 41% of tet@nues, as compared to $14,068,496, or 29%héonine months ended Septembe
2008. All three segments reported increased gmaggpfor 2009 as compared to 2008. For furthiscassion of revenues and gross profi
the nine months ended September 30, 2009, se®#wilts by Segment” analysis that follows.

General and administrative (“G&A"gxpenses on a consolidated basis were $7,842,43thdonine months ended September 30, 20!
compared to $6,754,902 for same period of 2008ehses in (i) employee costs of approximately ¥1EBattributable to salary increases;
professional fees of approximately $141,000; (iigurance expenses of $96,000 due to higher presi(im) bank charges of approximat
$164,000 resulting from our Bahamas subsidmognversion of Bahamian dollars to U.S. dollars #he subsequent transfer of such dolla
other Company bank accounts; and (v) costs incwfegpproximately $128,000 to bid new projects tibuted the majority of the additior
G&A expense for 2009. Our G&A expense for 2009 amsxdudes approximately $183,000 in penalties anterést assessed against our B
operations for delinquent business taxes.

Interest income decreased substantially, from agprately $1,097,000 in 2008 to approximately $620,6or 2009, as a result of a reduc
in the rates of interest earned on the averagebedanvested in interest bearing deposit accounts.

We reported losses from our investment in-BVI for the nine months ended September 30, 20@02008 of $(2,780,270) and $(1,772,5



respectively. The increase in the loss from ouegtment in O@VI for 2009 as compared to 2008 reflects the recalings of the Easte
Caribbean Supreme Court with respect to the lingabetween O@VI and the British Virgin Islands government amdpiairment losst
recorded by us and OC-BVI during the three montided September 30, 2009 as a result of these suliBge further discussion of the OC-
BVI situation at “Liquidity and Capital Resources Material Commitments, Contingencies and Expendgu-OC-BVI Contract Dispute .”

Results by Segment
Retail Segment:

The retail segment contributed $4,762,059 to ogprime from operations for the nine months ended eBaiper 30, 2009, as comparel
$4,163,275 for the nine months ended Septembe2(BIB.

Revenues generated by our retail water operatiere 18,418,103 and $17,855,530 for the nine manded September 30, 2009 and 2
respectively. The volume of water sold increasg®% in 2009 from 2008. This increase in volume @nice increases related to inflat
adjustments which went into effect during the fgaarter of 2009 served to offset a decrease abappately $913,000 in revenues attribut:
to our pass-through billing of energy costs to austomers, as energy prices declined significandiyn 2008 to 2009.

Retail segment gross profit was $11,027,852 (60%ewénues) and $9,646,017 (54% of revenues) fonihe months ended September

2009 and 2008, respectively. The retail segnsegross profit percentage in 2009 benefited fromeduction in certain operating ¢
maintenance costs, lower energy prices and, ioflatelated adjustments to base water rates maithe ifirst quarter of 2009.
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Consistent with prior periods, we record all noredi G&A expenses in our retail business segmeditdannot allocate any of these ndinec
costs to our other two business segments. Retaih @€penses for the nine months ended Septembez(B®, were $6,265,793, up $783,
from the $5,482,742 in G&A expenses for the ninenthe ended September 30, 2008. Employee costfif xceeded those for 2008
approximately $234,000 due to salary increasestsdnsurred in connection with bidding for new m@cis in 2009 exceeded such cost:
2008 by approximately $128,000 and professiona fee2009 were approximately $127,000 higher tloar2008.

Bulk Segment:

The bulk segment contributed $2,874,356 and $13%83f{o our income from operations for the nine rherended September 30, 2009
2008, respectively.

Bulk segment revenues were $19,526,044 and $22438or the nine months ended September 30, 2002@088, respectively. Total gallc
of water sold increased by 3.0% in 2009 from 20B®wever, revenues from the bulk segment decrefised2008 to 2009 due to a reduct
in energy costs passed through to our customedieasl and electricity prices were significantiyver in 2009 than in 2008.

Gross profit for our bulk segment was $4,286,78& $8,028,013 for the nine months ended Septemhe2®® and 2008, respectively. Gr
profit as a percentage of bulk revenues was 22%hfonine months ended September 30, 2009 and @B%he nine months ended Septen
30, 2008. The improvement from 2008 to 2009 in kyriéss profit dollars and bulk gross profit as acpatage of sales is attributable to
Cayman operations and, to a lesser extent, ourrBabhaperations. Our Cayman gross profits benefitad (i) the expiration of the origin
contract for the Red Gate plant and the eliminatibapproximately $400,000 in amortization expefwethe intangible asset associated
this contract; and (ii) the annual inflatioaelated increases in base water rates that wemefifiect during the first quarter of 2009. Thehgy
gross profits for our Bahamas operations reflegtrowied operating efficiencies for our Windsor opierss located in Nassau, New Provide
We constructed and commissioned new feed watessvaell replaced the reverse osmosis membranes orob0& production trains at ¢
Windsor plant effective September 2008 and repldbhedeverse osmosis membranes on the remainirdygion trains at the Windsor pli
during the quarter ended June 30, 2009. Thes¢atappenditures have improved the energy effigjenfcthe Windsor plant. In addition,
year we implemented an improved feed water pretreat regime at our Blue Hills plant in Nassau whigs reduced electrical pov
consumption at that plant. Our bulk segment gposfit percentage for 2009 also benefited frore@uction in diesel and electricity prices.

Bulk segment G&A expenses for the nine months ergkgastember 30, 2009 increased to $1,412,430 fro@581661 for the same perioc
2008 primarily as a result of approximately $188,00 penalties and interest assessed to our Befizeations during the first quarter of 2
relating to delinquent business taxes and an iseréa bank charges of approximately $164,000 resufirom our Bahamas subsidiagy’
conversion of Bahamian dollars to U.S. dollars #redsubsequent transfer of such dollars to otloengziny bank accounts

Services Segment:

The services segment contributed $3,124,762 ark$,966 to our income from operations for the mirenths ended September 30, 2009
2008, respectively.

Revenues from services provided in 2009 were $69830as compared to $8,834,766 in 2008. Servemues decreased from 2008 to :
due to relatively lower project construction adgvin 2009. The decline in service revenues frdd@2was partially offset by fees from .
services contract for the Tynes Bay, Bermuda plahich commenced during the second quarter of 2009.

The increase in gross profit for the services segn®e$3,288,973 in 2009 from $1,394,466 in 200f&ots commencement during the sec
guarter of 2009 of our contract to operate the EyBay, Bermuda plant and downward adjustments rdadag the second quarter of 200!
our estimated costs to complete the Frank SoundBanchuda plants. These downward adjustments ohat#d costs to complete increa
the percentages of completion to date on thesegsjthus we recorded a cumulative upward adjugtheeconstruction revenues. Both
Frank Sound and Bermuda projects were accepteldebgustomers as of June 30, 2009.

G&A expenses for the services segment were $164882217,500 for 2009 and 2008, respectively.

LIQUIDITY AND CAPITAL RESOURCES

Overview

Our sources of cash are operations, borrowingsrurd®a loans and credit facilities and sales oft@etd equity securities.

Cash flows from our operations are dependent upemdvenue amounts generated, which are affectexyilly by tourism, weather conditiol
changes in our customer base, the timing and lefiehte increases, overall economic conditions atiger factors and the timing of

collection of these revenues from our customersstributions from CWBahamas to our other subsidiaries are subject tainerestriction
under the terms of its credit facility.
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Our ability to access the debt and equity capitatkets is impacted by our current and anticipaitegiicial results, financial condition; exist
level of borrowings; credit rating, and terms obtlagreements (including our compliance therewdlmy by conditions in the debt and eq
markets.

Our primary uses of cash are construction costapdal expenditures, including plant expansiod aew plant construction. Other signific
uses include payment of dividends, repayment of de pursuit of new business opportunities.

Cash Flows for the Nine Months Ended September 32009

Our cash and cash equivalents increased from $B@26 as of December 31, 2008 to $41,235,590 &spfember 30, 2009.

Cash Flows from Operating Activities

Operating activities provided net cash for the mmenths ended September 30, 2009 of $10,022,0h& chsh provided reflects net incc
generated for the nine months ended SeptemberO89, & approximately $7.1 million, as adjusted ¥arious items which impact net inco
but do not impact cash during the period, such egzratiation and amortization, stock compensatiow, ether items. The largest ite
impacting cash flows from operating activities fbe nine months ended September 30, 2009 weredapoa of $4.6 million and a decrei
in undistributed income from affiliate of $2.8mdh. These were offset by an increase in accountsvable of $2.3 million and a decreas
accounts payable and other liabilities of $1.5 il

Cash Flows from Investing Activities

Our investing activities used $1,209,044 in nehcdsring the nine months ended September 30, 2033he approximately $2.3 million
capital expenditures for the period, approxima®&8y0,000 was spent on the expansion of the Goveriitarbour plant in Grand Cayman

approximately $1.1 million was spent on purchadestloer plant and equipment. We collected $1,137,8n our loans receivable during
period.

Cash Flows from Financing Activities

We used $3,838,727 in net cash for financing aaiwiduring the nine months ended September 3®.2%e made $1,013,375 in sched:
payments on our bonds payable and paid dividendg,835,702.

Financial Position

Our total assets increased from approximately ¥154llion as of December 31, 2008 to approxima®lp6.7 million as of September
2009.

Current accounts receivable decreased approxim@g8 million from December 31, 2008 to Septemhzr2009 due to the payment by
Water and Sewerage Corporation of the Bahamasefqrsly overdue amounts during the nine monthgeér®eptember 30, 2009.

The decrease in the balance of costs and estirrataihgs in excess of billingscenstruction project and the increase in loansivabée fromn

December 31, 2008 to September 30, 2009 results fre completion and sale of the Frank Sound plarthe Water AuthorityCaymai
effective with its commissioning on June 4, 2009.
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Borrowings Outstanding
As of September 30, 2009, we had borrowings outistgnaggregating $21,445,026 that consisted of b@agable.
5.95% Secured Bonds

In August 2006, we issued $15,771,997 principal amaecured fixed rate bonds in a private offeldngl received net proceeds (exclut
issuance costs and after the offering discoun$1@f445,720. These bonds bear interest at a ré&idb%, are repayable in quarterly princ
and interest installments of $526,010 and matur20it6. We have the right to redeem the bondslirafuany time after August 4, 2009 ¢
premium of 1.5% of the outstandirgincipal and accrued interest on the bonds onddite of redemption. As of September 30, 2
$11,974,424 in principal amount was outstandingtmse secured bonds. Our obligations under thesharel secured by fixed and float
charges (i) on all of our assets, including an &dple charge of all of the shares of Cayman Wated, (ii) on all of Cayman Watex'asse
including its real estate. Cayman Water has alswaqieed our payment obligations under the bonds.

The trust deed for these bonds restricts our ghiditenter into new borrowing agreements or any gaarantees without prior approval of
trustee and limits our capital expenditures, wite exception of capital expenditures to be incumedertain defined projects, to $2,000,
annually without prior approval by the trustee. Tthest deed also contains financial covenants teqtire us to maintain a debt sen
coverage ratio of not less than 1.25 to 1, a rationg term debt to EBITDA (i.e. earnings befonéerest, taxes, depreciation and amortiz:
for the 12 months preceding the ratio calculatiateyinot greater than 2.5 to 1 and a ratio of lemg debt to equity equal to or less than 1
1. As of September 30, 2009, we were in complianitie the covenants under the trust deed.

CW-Bahamas Series A Bonds

In July 2005, CWBahamas sold BAH$10,000,000 Series A bonds to Baranitizens and permanent resident investors ia Bahamas -
finance a portion of the construction cost of itadHills plant. These bonds mature on June 30520 accrue interest at the annual fixed
of 7.5%. Interest is payable quarterly. (8hamas has the option to redeem the bonds in vardle part without penalty commencing a
June 30, 2008. We have guaranteed CW-Bahamas repawmligations upon an “event of defawd8 defined in the guarantee agreement.
pay any amounts pursuant to the guarantee, webwilsubrogated to all rights of the bondholderseispect of any such payments.
guarantee is a general unsecured obligation juniour other secured obligations. As of SeptemiBer2809, BAH$10,000,000 of the Serie
bonds was outstanding.

CW-Bahamas Credit Facility

CW-Bahamas has a credit facility with Scotiabank tisists of a BAH$500,000 revolving working capitzn. The obligations under 1
credit facility are secured by the assets of Bd@hamas. Borrowings under the working capital laecrue interest at the Nassau Prime rate
1.50% per annum. As of September 30, 2009, no ateauere outstanding under this facility.

Material Commitments, Expenditures and Contingencis

OC-BVI Contract Dispute

In October 2006, our affiliate OBVI notified us that the Ministry of Communicatioa®d Works of the Government of the British Vi
Islands (the “Ministry”)had asserted a purported right of ownership ofBhaghers Bay plant pursuant to the terms of theew&uppl

Agreement between the parties dated May 1990 (1890 Agreement”) and had invited (B/ to submit a proposal for its contint
involvement in the production of water at the BaerghBay plant in light of the Ministry’s plannedsasmption of ownership.
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Under the terms of the 1990 Agreement, upon théraign of the initial seven year term in May 1999 agreement would automatically
extended for another seven year term unless théstlinprovided notice, at least eight months ptiorsuch expiration, of its decision
purchase the plant from OC-BVI for approximately4lmillion.

In correspondence between the parties from lat@ #19®ugh early 2000, the Ministry indicated thHa¢ BVI government intended to purch
the plant but would be amenable to negotiatingwa water supply agreement, and that it consideredl®90 Agreement to be in force ¢
monthly basis until negotiations between the BVigmment and O®VI were concluded. Occasional discussions were between tr
parties since 2000 without resolution of the mat@E€-BVI has continued to supply water to the Ministrydaexpended approximately $
million between 1995 and 2003 to significantly exgdhe production capacity of the plant beyond tmettemplated in the 1990 Agreement.

OC-BVI submitted a proposal to the Ministry in late0B0to continue to supply water from the Baughery Bknt. The Ministry hel
discussions with OC-BVI regarding a new contradtdid not formally respond to OC-B\4’proposal. Early in 2007, the Ministry unilatéyr
took the position that until such time as a neweagrent was reached on the ownership of the plahthenprice for the water produced by
plant, the Ministry would only pay that amount o€@VI's billings that the Ministry purported constied OC-BVI's costs of producing t
water. OC-BVI responded to the Ministry that thecaumt the Ministry proposed to pay was significandgs than OC-BVE production cost
Payments made by the Ministry to OC-BVI since thimistry’s assumption of this reduced price have been sjpor&h November 15, 20(
OC-BVI issued a demand letter to the BVI governnfentapproximately $6.2 million representing amautitat OCBVI claimed were due t
the BVI government for water sold and deliveredsplaterest and legal fees. In response to OC-8\emand for payment, the E
government issued a letter dated November 19, B@fX7reasserted its claim that ownership of thegBats Bay plant has passed to the
government and rejected OC-BVI's claim for payme@n November 22, 2007, OC-B¥¥Imanagement was informed that the BVI govern
had filed a lawsuit with the Eastern Caribbean Sop@ Court (the “Court”) seeking ownership of theu@aers Bay plant. OBVI
counterclaimed that it was entitled to continuedgassion and operation of the Baughers Bay plailttha BVI government paid OGVI
approximately $4.7 million, which it believes repeats the value of the Baughers Bay plant at #sgmt expanded production capacity. OC-
BVI took the legal position that since the BVI gowmment never paid the $1.42 million to purchaseBhaghers Bay plant, the 1990 agreer
terminated on May 31, 1999, which was eight momther the date that the Ministry provided writteotine of its intention to purchase
plant.

On July 4, 2008, OC-BVI filed a claim with the Cbseeking recovery of $7,806,629, representing amsoowed to O@VI for water solt
and delivered to the BVI government through May 3008, $842,188 for interest accrued on amountdoageof May 31, 2008, and futi
interest and costs. This claim was amended armgased on April 22, 2009 to $13,773,954 for amowwed for water delivered throu
March 31, 2009 plus accrued interest of $2,537 @34mounts owed as of March 31, 2009 plus futurerést and costs. The $13,773,
amount represents amounts billed at the contracegin effect before the BVI government assertecpurported right of ownership of
plant.

The Court held a three-day trial from July 22 thgbuuly 24, 2009 to address both the Baughers Beership issue and OC-B\4'claim fo
payment of amounts owed for water sold and delivéoethe BVI government. On September 17, 2008,Gburt issued a preliminary ruli
with respect to the litigation between the BVI goweent and O@VI. The Court determined that the BVI governmevds entitled t
immediate possession of the Baughers Bay plantdisiissed OC-BVE claim for compensation of approximately $4.7 imill for of
expenditures made to expand the production capaditthe plant. As a result of this determination the Court, OVI recorded a
impairment loss of approximately $2.1 million dgithe three months ended September 30, 2009 fed fssets associated with the Bauc
Bay plant. However, the Court determined that B\d-was entitled to full payment of water invoicessued up to December 20, 2007, wil
had been calculated under the terms of the oridif@0 Agreement, and ordered the BVI governmemake an immediate interim paymen
$5.0 million to OC-BVI for amounts owed to OBYI. The Court deferred deciding the entire digpoetween the parties until it could cont
a hearing to determine the reasonable rate fornpateluced by OC-BVI for the period from Decemb@r 2007 to the present.

After conducting hearings on October 12 and 1692@0 October 28, 2009, the Court ordered the BMiegnment to pay O®BVI at the rat
of $13.91 per thousand imperial gallons for wate@dpced by O@VI from December 20, 2007 to present, which amsuata total recove
for OC-BVI of $10.1 million as of September 30, 80@xcluding any interest which may be due on Haknce. O@VI intends to see
clarification from the Court on November 13, 200@&hwrespect to the amount of interest, if any, whioust be paid on the monet
judgment. The BVI government has not yet madepayments to O-BVI under the Court order.

On October 28, 2009 OC-BVI filed an appeal with Bestern Caribbean Court of Appeals (the “Appellateirt”) asking the Appellate Col
to review the September 17, 2009 ruling by the é&asCaribbean Supreme Court as it relates to OC®¥laim for compensation 1
expenditures made to expand the production capatitye Baughers Bay plant.

On October 29, 2009, the BVI government filed apesg with the Appellate Court seeking the Appell@turt’s review of the September
2009 ruling of the Court that the BVI governmeny i2C-BVI the reasonable rate for water produce®iB/ABVI for the period from Decemhb
20, 2007 to the present. The BVI government isiesting a ruling from the Appellate Court that BVl government should only pay OBVI
the actual cost of water produced at the plant.

During 2007, OCBVI completed, for a total cost of approximately.Znillion, the construction of a 700,000 U.S. ga$i per day desalinati
plant located at Bar Bay, Tortola (the “Bar Baymta We provided OC-BVI with a $3.0 million loam fund part of this plan$’ constructio
costs, of which $2.0 million remained outstandisgé&June 30, 2009. Principal on this loan wasaple/in quarterly installments of $125,(
with a final balloon payment of $2.0 million due Amgust 31, 2009 and interest on the loan was daeterly at the rate of LIBOR plus 3.5
On August 20, 2009, we amended the terms of ttaa leith OCBVI, increasing its balance to $2,800,000 by cotingr$800,000 in trac
receivables due to us from CB/l. Under the terms of this amendment, the egérate on the loan was increased to the ratéB®OR plus
5.5% and the maturity date for the final balloorympant extended to August 31, 2011. On December2098, O(-BVI and the BV



government executed a binding term sheet (the Bar Agreement”) for the purchase of water by thel Bgvernment from OC-BVE Ba
Bay plant. The parties intend the Bar Bay Agreentergovern the terms of sale of water by B€} to the BVI government until the part
execute a definitive contract. Under the termshefBar Bay Agreement, OBVI will deliver up to 600,000 U.S. gallons of watger day to th
BVI government from the Bar Bay plant and the B\Wvgrnment will be obligated to pay for this watéraaspecified price as adjusted
monthly energy factor. Prior to completion of ttenstruction of the first phase of certain additioiaailities by OCBVI in August 2009, th
BVI government was not obligated to purchase anyimmim volumes of water from OBVI. However, since completion of this first phake
BVI government has been obligated to purchase gt 1600,000 gallons of water per day from the plahe first phase of such facilit
construction involves the installation of water ggpfrom the plant to a BVI governmemisned reservoir site and from this site to the

government’s piped water distribution system. Aosel phase of construction requires B to complete a storage reservoir on the

government site within twelve months of the signirighe proposed seven-year definitive contrace ptoposed seveyear definitive contra
is expected to include a sevgear extension option exercisable by the BVI gowegnt. Negotiations on the definitive contract cmmed to b

in-progress through the date of this filing. @@ began selling water from the Bar Bay planthie BVI government during the first quarte
20009.
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Under U.S. generally accepted accounting principdegnue is generally realized or realizable andezhwhen all of the following criteria ¢
met:

» Persuasive evidence of an arrangement e:

« Delivery has occurred or services have been redd

e The selle’s price to the buyer is fixed and determinable;
« Collectability is reasonably assur¢

Effective January 1, 2008, OBVI changed its policy for the recording of its eewes from the Baughers Bay plant from the acdughe
equivalent of the cash method due to an inabititynieet all of the above revenue recognition ceatedhs a result of this adjustment to OC-
BVI's revenues, we have recorded losses from ouitgdn OC-BVI's results of operations for all fiscal quarterssaguent to December !
2007. Any cash payments made by the BVI governmaeri@aughers Bay related invoices were applied 6yBY| to the remaining balance
outstanding accounts receivable that arose frolindpl for periods prior to and including Decemb®02 and thus were not recognizet
revenues. Sufficient payments were received from BVI government during the three months endedteBaper 30, 2009 to repay °
remaining accounts receivable balances relatingetood prior to December 31, 2007. BSA continues to apply the equivalent of the ¢
method with respect to the recognition of reverfues Baughers Bay. Consequently, @@ will not recognize as revenues any amoun

be paid by the Court until such amounts are paithbyBVI government. OBVI is also applying the equivalent of the cashid®a$ accountin

for revenue recognition for its Bar Bay plant ustich time as a definitive contract is signed ligs plant.

We account for our investment in (&l in accordance with the equity method of accinmfor investments in common stock. This me!
requires recognition of a loss on an equity investithat is other than temporary, and indicatesala@irrent fair value of an equity investrr
that is less than its carrying amount may indigatess in the value of the investment. To tesipfmssible impairment of our investment in OC-
BVI, we estimated its fair value as of SeptemberZID9. In making this estimate, we calculatedetygected cash flows from our investrr
in OCBVI by (i) identifying various possible outcomes tbie Baughers Bay dispute and negotiations forfaitlee contract on the new B
Bay plant; (ii) estimating the cash flows assodandth each possible outcome, and (iii) assigningr@bability to each outcome based u
discussions held to date by OC-BVI's managemert #ie BVI government and OC-BVI's legal counseleTiesulting probabilityweightec
sum represents the expected cash flows, and otresémate of future cash flows, to be derived froor investment in O®VI. After
considering the September and October 2009 rubfigise Court, we determined that the carrying vaifieur investment in OBVI exceede
the estimated fair value for our investment in 8k by approximately $160,000 as of September 3WRand therefore recognized
impairment loss of this amount on this investmairitich is included in the loss of approximately ${1million we recognized from our equ
in the loss of O@VI for the three months ended September 30, 2689 result of further developments, we could euired to recor
further such impairment losses on its investmei@@BVI in the future.

The identification of the possible outcomes for Beughers Bay dispute and Bar Bay negotiations,ptiogections of cash flows for ee
outcome, and the assignment of relative probadslito each outcome all represent significant estisnaade by us. The ultimate resolutio
the Baughers Bay dispute and Bar Bay definitivetrean negotiations may differ significantly fromroestimates and may result in actual «
flows from OC-BVI that vary materially from the exq@ted cash flows we used in determining OC-BMair value as of September
2009. OCBVI may be unable to negotiate a new operatingergent for the Baughers Bay plant. The AppellaterCmay ultimately overtu
the ruling of the Court requiring the BVI governneo pay OCBVI at the rate of $13.91 per thousand imperialaye for water previous
supplied. OBVI may be unsuccessful in finalizing a definitigentract for the Bar Bay plant on terms it findeegmable. Any of these
other possible outcomes could result in actual déslis from our investment in OBVI that are significantly lower than ours curr
estimate. In such case, we could be requiredcardefurther impairment losses to reduce the cagyalue of our investment in OBVI. Suct
impairment losses would reduce our earnings anttidmve a material adverse impact on our resultpefations and financial condition.

We are not presently able to determine what imfiaetultimate resolution of this matter may haveowon results of operations or finant
condition.
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CW-Bahamas Liquidity

Since early 2008, CVBahamas has experienced significant delays indbeipt of payments on its outstanding accountsivalk from th:
Water and Sewerage Corporation of the Bahamas\(f1&C").

We have been informed by representatives of WSQtam@ahamas government that (i) the WSgayment delinquencies are due to oper
issues within the WSC; (ii) that such delinquenadesot reflect any type of dispute with CB&hamas with respect to the amounts owed
(iii) the amounts will ultimately be paid in fullCW-Bahamas’accounts receivable from the WSC were approximasély2 million as ¢
September 30, 2009. We believe that the accoentivable from the WSC are fully collectible andréfore have not provided any allowa
for possible norpayment of these receivables as of September 9. 20/e have been informed by these representatiatsvhile the WS
expects to pay us approximately $1.2 million eacmnth (which approximates CW-Bahamasonthly billings to WSC) the WSC will contin
to be in arrears on its payments to CW-Bahamathforemainder of 2009.

CW-Bahamas derives substantially all of its revenuemfits contract with the WSC and is dependent ugpoely collection of its accour
receivable to fund its operations. If the WSC doesmaintain the timeliness and/or increase theuants of its payments to C\Wahamas, th
subsidiary may not have sufficient liquidity to gdately fund its operations. If this occurs, B&hamas may be required to decreas
amount of water it supplies the WSC to the minimemuired amount under the contract or, if liquiditpblems become too severe, ceas
production of water altogether. Such developmeatdd have a material adverse effect on our resfilbperation and financial position.

CW-Belize Liquidity

In January 2009, we were informed by officials dliBe Water Services Ltd. ("BWSL™f potential financial difficulties at BWSL, whicis
CW-Belize's sole customer. Although BWSL was catraith respect to its payments to CBélize as of September 30, 2009, such difficu
could affect the amount and timing of BWSL's paynsefor water supplied by C\VBelize in the future. We are presently unable ttmiaeine
what impact BWSL'’s current financial condition wilave on CW-Belize’s results of operations, finahpsition or cash flows.

By Statutory Instrument No. 81 of 2009, the Ministé Public Utilities of the government of Belizeilgished an order, the Public Util
Provider Class Declaration Order, 2009 (the “OrjJerhich as of May 1, 2009 designated B#&lize as public utility provider under the le
of Belize. With this designation, the Public Utds Commission of Belize (the “PUC”) has the auitydo set the rates charged by CBélize
and to otherwise regulate its activities. We aesently unable to determine what impact the PU@isre regulation of CW\Belize will have
its results of operations, financial position osltdlows.

Dividends

On January 31, 2009, we paid a dividend of $0.06shareholders of record on January 1, 2009.

On April 30, 2009, we paid a dividend of $0.065kareholders of record on April 1, 2009.

On July 31, 2009, we paid a dividend of $0.065h@areholders of record on July 1, 2009.

On October 31, 2009, we paid a dividend of $0.@78hareholders of record on October 1, 2009.

We have paid dividends to owners of our ordinargreb and redeemable preference shares since we degaring dividends in 1985. C
payment of any future cash dividends will dependrupur earnings, financial condition, cash flowapital requirements and other factors
Board deems relevant in determining the amounttiamidg of such dividends.

Dividend Reinvestment and Common Stock Purchase Ria

This program is available to our shareholders, wiay reinvest all or a portion of their common cdshdends into shares of common stoc
prevailing market prices and may also invest optiarash payments to purchase additional sharesea&ipng market prices as part of 1
program.

Impact of Inflation

Under the terms of our Cayman Islands license amdvater sales agreements in Belize, Bahamas a&n8ritish Virgin Islands, our water ra
are automatically adjusted for inflation on an aarhasis, subject to temporary exceptions. Wegfobeg, believe that the impact of inflation

our gross profit, measured in consistent dollail,net be material. However, significant increagestems such as fuel and energy costs ¢
create additional credit risks for us, as our cuglis’ ability to pay our invoices could be adveyssfected by such increases.

24




ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

There have been no material changes in our exptsunarket risk from December 31, 2008 to the efith® period covered by this report.
ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our management has evaluated, with the participaifoits principal executive officer and princig&ancial officer, the effectiveness of
disclosure controls and procedures (as such terdefised in Rules 13a-15(e) and 158(e) under the Securities Exchange Act of 193
amended) as of the end of the period covered Ilsyrédgort. Based upon that evaluation, our prinoga&cutive officer and principal financ
officer have concluded that, as of the end of teogl covered by this report, the Company’s disglesontrols and procedures were effective.

Changes in Internal Controls

There were no changes in the Comparigternal control over financial reporting ideigd in connection with the evaluation of such int
control that occurred during the Compasyast fiscal quarter that have materially affectedare reasonably likely to materially affecte
Company'’s internal control over financial reporting

PART Il — OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

Our affiliate OC-BVI and the BVI government are aggd in litigation relating to a contract dispuds, described inL1IQUIDITY AND
CAPITAL RESOURCES — Material Commitments, Expendituiand Contingencies,” which description is incogped herein by reference.

ITEM 1A. RISK FACTORS

Our business faces significant risks. These risks include those disclosed in Item 1A of our Annual Report on Form 10-K for the fiscal year ended
December 31, 2008 as supplemented by the additional risk factors included below. If any of the events or circumstances described in the
referenced risks actually occur, our business, financial condition or results of operations could be materially adversely affected and such events
or circumstances could cause our actual results to differ materially from the results contemplated by the forward-looking statements contained
in this report. These risks should be read in conjunction with the other information set forth in this Quarterly Report as well as in our Annual
Report on Form 10-K for the year ended December 31, 2008 and in our other periodic reports on Form 10-Q and Form 8-K.

On September 17, 2009, the Eastern Caribbean SupremCourt ruled that the British Virgin Islands government has the right o
ownership and possession of OC-BVI's Baughers Baygnt.

Since expiration in May 1999 of the initial term thieir bulk water supply agreement dated May 1386 (1990 Agreement”) O®BVI has
supplied water to the British Virgin Islands Waterd Sewerage Department under what OC-BVI congiderde a month-toaonth suppl
arrangement. Under this arrangement, the BritishgiWi Islands government could cease purchasing rwiaten OCBVI at any time
Subsequent to May 1999, OC-BVI continued to makengpts to negotiate a new water supply agreement.
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In October 2006, the British Virgin Islands goveemh notified OC-BVI that it was asserting a purpdrtright of ownership of OC-BW’
desalination plant in Baughers Bay, Tortola pursuanthe terms of the 1990 Agreement and invited-BXC to submit a proposal for |
continued involvement in the production of watethat Baughers Bay plant. Early in 2007, the Britdigin Islands government unilatere
took the position that until such time as a neweagrent is reached on the ownership of the Bauddeysplant and for the price of the we
produced by the plant, the BVI government wouldygudy that amount of OC-BW' invoices that the BVI government purported cauatst
OC-BVI's costs of producing the water. 8/ responded to the BVI government that the amoti@t Ministry proposed to pay w
significantly less than OC-BVI's production cosBayments made by the BVI government to OC-BVI sitheeBVI governmeng assumptic
of this reduced price have been sporadic.

On November 15, 2007, OC-BVI issued a demand |#tt¢he BVI government for approximately $6.2 naifli representing amounts that OC-
BVI claimed were due by the BVI government for wateld and delivered plus interest and legal fdasiesponse to OC-BW' demand fc
payment, the BVI government issued a letter datedelhber 19, 2007 that reasserted its claim thateostip of the Baughers Bay plant
passed to the BVI government and rejected OC-B¥lean for payment. On November 22, 2007, OC-Buihanagement was informed !
the BVI government had filed a lawsuit with the ®as Caribbean Supreme Court seeking ownershippasdession of the Baughers |
plant. OCBVI counterclaimed that it was entitled to contidygossession and operation of the Baughers Bay pfdit the BVI governmel
pays OCBVI approximately $4.7 million, which it believegpresents the value of the Baughers Bay plans girésent expanded produc
capacity. OCBVI also took the legal position that since the BR)ivernment never paid the $1.42 million to purehthe Baughers Bay pla
the 1990 agreement terminated on May 31, 1999,hwiizs eight months after the date that the Miniptgvided written notice of its intenti

to purchase the plant.

On July 4, 2008, O®VI filed a claim with the Eastern Caribbean Supee@ourt seeking recovery of $7,806,629, represgragmounts owe
to OCBVI for water sold and delivered to the BVI goveram from the Baughers Bay plant through May 31,8208842,188 for intere
accrued on amounts owed as of May 31, 2008 andefutiuerest and costs. This claim was amendedirmagréased on April 22, 2009
$13,773,954 for amounts owed for water deliveredugh March 31, 2009 plus accrued interest of $2.3® on amounts owed as of Me
31, 2009 plus future interest and costs. The ¥B3964 amount represents amounts billed at theraxinprices in effect before the E
government asserted its purported right of ownershthe plant.

The Eastern Caribbean Supreme Court held a thegetrial from July 22 through July 24, 2009 to a3 both the Baughers Bay owner
issue and OC-BVS claim for payment of amounts owed for water sod delivered to the BVI government. On Septenil¥er2009, th
Court issued a preliminary ruling with respect lte titigation between the BVI government and 8€L The Court determined that the E
government was entitled to immediate possessidheoBaughers Bay plant and dismissed OC-B\¢laim for compensation of approxima
$4.7 million for improvements to the plant. Howgwhe Court determined that C&/l was entitled to full payment of water invoicssuet
up to December 20, 2007, which had been calculateter the terms of the original 1990 water supglyeament, and ordered the E
government to make an immediate interim paymer§5o® million to OC-BVI for amounts owed to OBYI. The Court deferred deciding 1
entire dispute between the parties until it cowddduct a hearing to determine the reasonable oatedter produced by O8VI for the periot
from December 20, 2007 to the present.

After conducting hearings on October 12 and 1692@d October 28, 2009, the Court ordered the Bdlegnment to pay O®VI at the rat
of $13.91 per thousand imperial gallons for watedpced by OVI from December 20, 2007 to present, which amsuata total recove
for OC-BVI of $10.1 million as of September 30, 80@xcluding any interest which may be due on Haknce. O@VI intends to see
clarification from the Court on November 13, 200&harespect to the amount of interest, if any, vahioust be paid on the monet
judgment. The BVI government has not yet madepayments to O-BVI under the Court order.

On October 28, 2009 OC-BVI filed an appeal with Bestern Caribbean Court of Appeals (the “Appellateirt”) asking the Appellate Cot
to review the September 17, 2009 ruling by the é&tasCaribbean Supreme Court as it relates to OC8B¥laim for compensation 1
improvements to the Baughers Bay plant.

On October 29, 2009, the BVI government filed apesgb with the Appellate Court seeking the Appell@taurt’s review of the September
2009 ruling of the Court that the BVI governmeny 2C-BVI the reasonable rate for water produce®i®/BVI for the period from Decemb
20, 2007 to the present. The BVI government isiesting a ruling from the Appellate Court that BMl government should only pay OBVI
the actual cost of water produced at the plant.

Due to the on-going dispute and the lack of paysment OC-BVIs accounts receivable balances by the BVI goverhnedfective January
2008, we changed our policy for the recording af equity in the financial results of OC-BVI to refit our equity in OC-BVE results as
revenues were recognized by this affiliate underatuivalent of the cash, rather than accrual, aaethAs a result of this accounting change
have recorded losses from our equity investme@@BVI for all quarters subsequent to December 31,7208s of September 30, 2009,
loan to, and equity investment in, (B34l totaled approximately $12.1 million and the oeded value of our management services agree
which is reflected on our balance sheet as angittémasset, was approximately $856,000.

OC-BVI may be unable to negotiate a new operating exgent for the Baughers Bay plant. The AppellaterCmay ultimately overturn tt
ruling of the Court requiring the BVI government pay OCBVI at the rate of $13.91 per thousand imperialayed for water previous
supplied. In either of these or other cases, thkievof our OC-BVirelated assets would decline, and we could be redjuio recor
additional impairment losses to reduce the carryialges of these assets. Such impairment losseklweduce our earnings and could ha
significant adverse impact on our results of openat financial condition and cash flows.

If OC-BVI does not obtain a definitive contract with theBVI government to sell water to be produced at it8ar Bay plant, it may not be
able to recover the cost of its investment in thelant, which could adversely affect its operationsad in turn decrease the value of oL



investment in OC-BVI.

OC-BVI has constructed a new desalination plant latate Bar Bay, Tortola, in the British Virgin IslasidThe total cost for this plant
approximately $8.2 million. We have a loan recbleaputstanding from O®VI of $2.8 million as of September 30, 2009 argsiinom the
construction of this plant. O8VI constructed this plant in response to whatellidves is an extreme shortage of, and a pressngadd fol
potable water on the eastern end of Tortola anahiitipation of entering into a bulk water suppbreement with the British Virgin Islan
government. In December 2008, YA executed a binding term sheet with the BVI goweent for the sale of water from the Bar Bay p
however the agreement between the parties remalrjecs to the execution of definitive contract beém the parties. If such a definit
contract is ultimately not obtained, or is not aiéa on sufficiently favorable terms, CB/l may not be able to recover the cost o
investment in this plant, in which case we maydmired to record an impairment loss to reducectieying value of our loan to OBVI anc
our investment in O@VI. Such an impairment charge would reduce ouniegs and could have a significant adverse impaaiwr results ¢
operations and financial condition.
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ITEM 6. EXHIBITS

Exhibit
Number

31.1
31.2
32.1

32.2

Exhibit Description

Rule 13i-14(a)/15+-14(a) Certification of Chief Executive Offic
Rule 13i-14(a)/15+-14(a) Certification of Chief Financial Offici
Section 1350 Certification of Chief Executive Oit

Section 1350 Certification of Chief Financial Ot
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causiedréport to be signed on its behalf by
undersigned thereunto duly authorized.

CONSOLIDATED WATER CO. LTD.

By: /s/ Frederick W. McTagga
Frederick W. McTaggal
Chief Executive Office
(Principal Executive Officer

By: /s/ David W. Sasne
David W. Sasnel
Executive Vice President & Chief Financial Offic
(Principal Financial and Accounting Office

Date: November 9, 2009
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EXHIBIT 31.1
Rule 13a-14(a)/15d-14(a) Certification
I, Frederick W. McTaggart, certify that:
1. | have reviewed this report on Form 10-Q of @didsated Water Co. Ltd.;

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or dmitate a material fact necessat
make the statements made, in light of the circuntgts. under which such statements were made, né¢adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemeartd, other financial information included in theport, fairly present in all mater
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4. The registrang other certifying officer and | are responsible éstablishing and maintaining disclosure contanisl procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsedunecaused such disclosure controls and procedorde designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us by ot
within those entities, particularly during the metin which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrfgial reporting to be designed un
our supervision, to provide reasonable assurargardang the reliability of financial reporting atlde preparation of financial statements
external purposes in accordance with generallymgiedeaccounting principles;

(c) Evaluated the effectiveness of the registedisclosure controls and procedures and presémtiis report our conclusions ab
the effectiveness of the disclosure controls andgualures, as of the end of the period coveredibyéport based on such evaluation; and

(d) Disclosed in this report any change in the ggnt’s internal control over financial reportittgat occurred during the registrant’
most recent fiscal quarter (the registrarfturth fiscal quarter in the case of an annuabrg that has materially affected, or is reasopdikély
to materially affect, the registrant’s internal tmhover financial reporting; and

5. The registrang other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brdwer financie
reporting, to the registrant’s auditors and theitaodmmittee of the registrast’board of directors (or persons performing theiveden:
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which a
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifrole in the registrast’
internal control over financial reporting.

Date: November 9, 20C By: /s/ Frederick W. McTagga
Frederick W. McTaggal
Chief Executive Office
(Principal Executive Officer




EXHIBIT 31.2
Rule 13a-14(a)/15d-14(a) Certification
I, David W. Sasnett, certify that:
1. | have reviewed this report on Form 10-Q of @didsated Water Co. Ltd.;

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or dmitate a material fact necessat
make the statements made, in light of the circuntgts. under which such statements were made, né¢adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemeartd, other financial information included in theport, fairly present in all mater
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4. The registrang other certifying officer and | are responsible éstablishing and maintaining disclosure contanisl procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsedunecaused such disclosure controls and procedorde designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us by ot
within those entities, particularly during the metin which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrfgial reporting to be designed un
our supervision, to provide reasonable assurargardang the reliability of financial reporting atlde preparation of financial statements
external purposes in accordance with generallymgiedeaccounting principles;

(c) Evaluated the effectiveness of the registedisclosure controls and procedures and presémtiis report our conclusions ab
the effectiveness of the disclosure controls andgualures, as of the end of the period coveredibyéport based on such evaluation; and

(d) Disclosed in this report any change in the ggnt’s internal control over financial reportittgat occurred during the registrant’
most recent fiscal quarter (the registrarfturth fiscal quarter in the case of an annuabrg that has materially affected, or is reasopdikély
to materially affect, the registrant’s internal tmhover financial reporting; and

5. The registrang other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brdwer financie
reporting, to the registrant’s auditors and theitaodmmittee of the registrast’board of directors (or persons performing theiveden:
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which a
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifrole in the registrast’
internal control over financial reporting.

Date: November 9, 20C By: /s/ David W. Sasne

David W. Sasnei
Executive Vice President & Chief Financial Offic
(Principal Financial and Accounting Office




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the report of Consolidated Wager Ltd. (the “Company”) on Form 1Q-for the quarter ended September 30, 2009 as
with the Securities and Exchange Commission ondéite hereof (the “Report”), Frederick W. McTaggart, certify, pursuant to W8S.C
81350, as adopted pursuant to Section 906 of tHeaBas-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faipsesents, in all material respects, the finanadeldition and result of operations of
Company.

Date: November 9, 20C By: /s/ Frederick W. McTagga

Frederick W. McTaggal
Chief Executive Office
(Principal Executive Officer




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the report of Consolidated Wager Ltd. (the “Company”) on Form 1Q-for the quarter ended September 30, 2009 as
with the Securities and Exchange Commission ord#te hereof (the “Report”), David W. Sasnett, certify, pursuant to 18 U.S8C350, a
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faipsesents, in all material respects, the finanadeldition and result of operations of
Company.

Date: November 9, 20C By: /s/ David W. Sasne

David W. Sasnei
Executive Vice President & Chief Financial Offic
(Principal Financial and Accounting Office




