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Independent Auditor's Report

To the Commissionasns
Waestern Townships Utilitles Authomty

Report on the Financial Statements

We have audited the accompanying basic financial statements of the Weslern Townships Liilties Authorly (the
“Authority”) as of and for the years ended September 30, 2018 and 2017 and the related notes to the financial
stalements, which collectively comprise the Western Townships Utilities Authority’s basic financial statements, as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally acceplted in the United Siales of America; this includes the design,
implamentation, and maintenance of internal conirel relevant 1o the preparation and fair presentation of financial
staternents that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Qur responsibility is to express an opinion on thesa financial statements based on our audits. We conducted our
audis in accordance with auditing standards generally accepted in the United States of America Those standards
require thal we plan and perform the audits to oblain reasonable assurance aboul whether the hnancial
statements ane frea from material misstatement.

An audit invohves performing procedures to oblain audit evidence abowl the amounts and disclosures @ (ha
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statemants, whether due to fraud or emor. In making those risk
assessments, the auditor considers internal control relevant o the entity's preparation and fair presentation of the
financial statements in order 1o design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity's internal control, Accordingly, we sxprass no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
preseniation of the financial statements.,

Wp !:rulimra that the audit evidence we have obtained is sufficient and appropriate 1o provide a basis for our audit
opindan,

Opimion

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the financial
position of the Western Townships Utilties Authority as of September 30, 2018 and 2017 and the changes in its

financial position and its cash flows thereof for the years then ended in accordance with accounting principles
generally accepted in the United States of America.
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To the Cammissionans
Wastern Townships Utilities Authority

Other Matters

Required Supplemental Informalbion

Accounting principles generally accepted in the United States of America require thal the management's
discussion and analysis be presented to supplement the basic financial statements. Such information, although
not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, which
considers it to be an essential part of financial reporting for placing the basic financial siatemants in an appropriate
operational, economic, or historical context. We have appled cerain limitled procedures to the required
supplemental information in accordance with auditing standards generally accepted in the United Siates of
America, which consisted of inquiries of management aboul the methods of preparing the information and
comparing tha information for consistency with management's responses to our inguiries, the basic financial
staterments, and other knowledge we oblained during our audit of the basic financial staterments. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence lo express an opinion or provide any assurance.

Chfar (nforrmadion

Our audit was conducted for the purpose of forming an opinion on the financial staternents that collectively
comprisaé the Weslern Townships Uilies Authority's basic financial siatements. The schedule of operaling
expanditures - budgel and actual and schedule of bonded indebledness are presented for the purposa of
addetional analysis and are not a required part of the basic financial stalements,

The schedule of operating expenditures - budget and actual is the responsibility of management and was derived
from and relales directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the audiing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used lo prepare the basic nancial stalemants or to the
basic financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of Amenca. In our opinion, the schedule of operating expenditures -
budget and actual is fairly stated in all material respects in refation to the basic financial statements as a whaole.

The schedule of bonded indebledness has not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do nol express an opinion or provide any assurance on it

744'@ f M_. PLLE

January 15, 2019



Western Townships Utilities Authority
Management's Discussion and Analysis

Using this Annual Report

The Western Townships Liikties Authority (WTUA or the "Autharity”) is a joint venture of three townships located
in weslem Wayne County: Canton, Northville, and Plymouth townships., The primary roke of the Authority 5 1o
oparale a sewage transponation system for these communities, This annual repor consists of a senes of financial
statements, footnotes, and supplemental information, The sialement of net position and ihe staternent of revenue,
expanses, and changes in net position provide information about the financial activities of the Authority. This is
followed by the statement of cash flows, which presenis detailed information about the changes in the Authosty's
cash position during the year. The next section includes the notes to the financial stalements, which disclose the
Authority's significant accounting policies and addtional information redated 1o certain amounts included on the
statement of net position, The final component of the annual repor is the supplemental information, which is
provided for the purpose of additional analysis,

Einancial Overview

In analyzing the Authority's financial position, il is imporiant 1o recognize the mission of the Auhonty. All debl of
the Authority is backed by the full faith and credit of is three member townzhips, From a financial parspectiva, the
Authority's core objective is to manage the long-term costs of sewage disposal for its three member townships. In
essence, the Authority acts as a conduit for its three mambers. The amounts to be charged to its members will, by
definition, be equal to the Authodty's costs of providing sewage transportation and treatment. Therefore, the kay
financial siatistics for the Authority relate fo measurements of the ability to reduce total costs to its members {as
opposed {o the ability to accumulate financial resources).

2014 2015 2016 2017 2018
Total costs charged to townships $12 887 G700 514, 143 851 514,713,565 514,411,554 28,901,185
Tatal few (Ehousands of galions)* 5877317 5,483 666 5,684,201 5,583,220 5,028 807
Cost par thousand gallons 52235 2575 $2.596 §2.501 1.

*For the purpose of this calculation, flow volumes are measured as the melered quantity of sewage
transparted to treatment facilities,

In past years, WTUA transported the sewage to two treatment plants, the Ypsilanti Community Utilities Authority
(YCUA) and the Great Lakes Water Authority (GLWA) through the Wayne CountyRVIS sysiem, As of July 2017,
WTUA discontinued sanding flow 1o GLWA (with the exception of the “swap” area, which represents fiow from the
Chity of Plymouth, Michigan). Wayne County, Michigan invoices were based upon the amount of water purchased
frorn GLWA (adjusted for water-only and sewer-only customers), however, YCUA bills the Authority based upon
actual sewage flow. Fiscal year 201772018 was the first year that the Authority sent flows solely to YCUA for the
entire year, Since the biling s no longer based upon water purchased, but on actual flows, the flow amount is
more accurate and is almost 10 percent lower than the flow figure from fiscal year 2016/2017. WTUA anticipated
an annual savings to the townships of approximately $3.5 millon upon exiting the Wayne County, Michigan
systemn, but actual realized savings on cosis billed 1o the townships for fiscal vear 201772018 exceeded 5 million,

Currently, WTUA is in the process of negoliating a termination agreement with Wayna Counby/RWVIS and
anticipates that the only GLWAMayne County cosis moving forward will e WTUWA's alleged portion of their long-
term debt. WTUA hopes to offset some, if not all, of the termination costs with revenue from its sale of capacity in
tha Wayne County/RVIS system, which is also cumently being negotiated,

Condensed Financial Information

The foliowing table presants condansed information about the Authority's financial position compared to the two
prior years. The increase in net position is caused by a decrease in the long-term liabilities due to principal
payments made on bonds. A portion of the decrease in liabilities was offset by a decrease in capital assets due to
depreciation expense



Waestern Townships Utilities Authority
Management's Discussion and Analysis (Continued)

Change
2018 2017 2018 (2017-2018)  Percant Change
Assals
Currentand restricted assets $ 3700805 § 3484250 § 5516087 § 2034847 58.4 %
Capital assels 143,875,783 130,328,185 134,504 P17 (4,733 388) (3.4)
Total assats 147 576,388 142,812,435 140112914 {2 658 B21) (1.8
Deferred Qutflows of Resources 801,450 4900 495 178,540 {310.858) (63.4)
Liabilities
Current Eabilitas 1,852,092 1,327 827 2 BX2 065 1,254 2R ars
Moncurant kabilites 45,617,301 35,453,626 24,735,311 (10.718,815) {30.2)
Total kabilites 47,468,393 35 781,753 27,357,376 (8.424.377) (25.8)
Net Position
Nel investment in capital assets 100123414 105734255 111,383,706 5649, 541 5.3
Restricted cash 506,142 507,544 1,273,392 765449 150.7
Unrestricted 278,889 278.57% 278 BBE (80} 3
Total net position $._100,908,445 § 106,521,178 § 112936078 § 6414900 6.0 %

The folicwing table presents condensed information about the Authorty's revenue and expenses compared to the
twio prior years;

Changa
20186 2017 2018 (201 7-2018)  Percant Changs
COperating Revonue
Earned revanua from townships § 14713565 3 14411554 % BO901185 % (5,510, 358) (38.2)%
SAW grant revanue 109,411 163,555 = (163 555) {10030
Cthar cperating revenue 78,237 TE3,Ten 37,503 (746, 266) (95.2)
Total operating
Ve 14,901,203 15,358 BT8 B,938 888 (8,420, 1580) (41.8)
Cperating Expenses
Sewage treabment charges 11,792,671 12,317 450 5,881,570 {6,435 880) (52.3)
Adminisirative 494 3T 484 437 530,184 35, 74T T.2
Sewsage capacity rental 550,811 516,371 4T85 (35 458) (6.9}
Oparating and maintanancs 1,598 661 1,7E9, 568 1,815,213 25 847 1.4
Total eparating
BXPENSES 14438570 15,118 B4 6,706,880 (6,400 944 (42.4)
Cperating Income 484 333 242 054 231,804 (10,246 {4.2)
Moncperating Revenue 4218 5072 T4l 5,383,092 310,345 8.1
It temig - Blong Capital
eonributions 4 B83 480 5314787 5,614,900 300,103 5.8
Capital Contributions from
Townships 314 540 207038 800,000 502,084 i84.5
Change In Net Position ] éﬂ'l!ﬂi 5 5E12.733 § B 414,900 % !H!'Eﬂ' 14.3 %

Sewage treatment charges decreased 52.3 percent this year. while the loftal volume of sewage flow treated
decrepsed 9.6 percent this year. The realized savings in treatment costs exceed the amount of flow reduction
because WTUA now pays for the actual amount of sewage treated, versus paying Wayne County, Michigan's fixed
charges as was done in 2017, The revenue and expenditure report shows $232,116 in excess operaling revenue.
This amount represents payments for YCUA's UAAL for pansion and a reduction of the liability,



Western Townships Utilities Authority
Management's Discussion and Analysis (Continued)

Capital contributions are billed 1o the townships annually, in January of each year, as was decided by the board of
commissioners upen completion of the Authority's new asset management program. The first annual Billing was in
January 2018, WTUA will compute a lookback every five years to reconcile the actual costs to the amount billed to
the townships, the first of which will be done in 2023 and will cover years 2018-2022.

Budgetary Highlights

During the year. the Authority did not make any amendments to the operating budget. Operating costs came in at
70.0 percent of the budget

il PR AR RN ST

During the current year, the Authority managed one capital improvement project. The Authority spent 548,535 on a
sewer pipe lining project.

lermination agreement with Wayne County, Michigan, WTUA is also currently negotiating a possible sale of its
capacity in the Wayne County/RVIS system, the proceeds of which could be used to offsel some or all of the
fermination costs.

Sewage lreatment charges represent approximately 72 percent of the Authority's operating budget for the next
fiscal year. YCUA has decreased ils rates for the next fiscal year by approximately 0.5 percent when compared
with the rate set for the current year, but the rate does not take the YCUA pension UAAL payments into account,
WTUA pays YCUA a fixed cost of $19.343 per month, in addition to the sewage bill, to pay down the Authority's
portion of the unfunded actuarial accrued liability for YCUA's pension plan.

Requests for Further Information

This financial report is intended to provide our member townships and WTUA bondholders with 8 general everview
of the Authority's finances and 1o demonstrate the Authority's accountability for the money it receives from the
member townships. If you have questions about this report or need additicnal information, we welcome you to
contact the director of operations.



Western Townships Utilities Authority

Statement of Net Position
September 30, 2018 and 2017
2018 2017
Assels
Current assets:
Cash and cash equivalents (Nobte 3) 5 330,838 § 678,128
Recehables:
Due from members 2,011,088 1,548,045
Other 1,633,749 368,085
Prapaid expenses and other assels 62,207 59,388
Unbilled debt service receivable 207 844 320,656
Tatal current assals 4 245 T04 2,976,308
Moncurment assets:
Resincted assats (Moles 3 and 4) 12733593 507 544
Capital assets: (Note 5)
Assels nol subject to depreciation 3,549,602 3,558,834
Assels subject to depraciation - Mit 131045215 135769351
Total noncurrent assets __ 135868210 _ 139,835 129
Tolal assels 140,113,914 142,812 435
Deferred Outflows of Resources - Deferred charges on refundings 179,540 490,495
Liabilities
Current Eabilities:
Accounts payable 583,251 58T 438
Accrued payables, payroll, and compensated absences 47,801 41 644
Billing lookback - Due to members 1,673,169 368 088
Accrued interest payable 207 844 320,857
Total current liabildies 2 622,085 1.327 827
Honcurrent liabilities:
Contracis payable - YCUA - Due within one year (Note 8) 232119 232,119
Confracts payabla - YCUA - Due in more than one year (Mole 8) 2,201,856 2.533.072
Due to Wayne County, Michigan - Due within one year (Note 9) - 99,000
Due to Wayne County, Michigan - Due in more than one year (Note 9) 1,344 750 1,270,500
Long-term debl - Due within one year (Mote 8) 5025185 10,461,749
Long-term debl - Due in more than one year (Note 8) 15,831,401 20,856,586
Tolal nofcurtent kabilies 24 735 311 35,453 026
Total kabilities 27,357,378 38,781,753
Met Position
Met investment in capital assets 111,383,796 105,734 255
Resfricted 1,273,393 S07 944
Unrestricted 278,889 278.8789

Sea nofes to financial statements,

Total net posfion

$ 112936078 $ 106,521,178



Western Townships Utilities Authority

Statement of Revenue, Expenses, and Changes in Net Position

Operating Revenue
Eamed revenue from townships
SAW grant revenis
Other cperaling revenue

Total oparating revenue

Operating Expenses
Sewage treatment charges
Administrative
Sewage capacity rental
Operating and maintenance

Tolal operating expenses
Operating Income

Honoperating Revenue (Expansea)

Interest samings

Dbt billings to townships

Interast expanse

Depreciation

Amodization

Gain on sale of assets

Total noncperating revenue

Income - Before capital contnibutions from lownships
Capital Contributions from Townships
Change in Net Position

Net Position - Baginning of year
Met Position - End of year

o8 noles to inancial statemants,

Years Ended September 30, 2018 and 2017

2018 27

$  B901.185 § 14,411,554
& 163,555

37,500 TH3.789
8,938,688 15,358 878
5,881,570 12,317 450
530,184 494,437
478,913 515,371
1,815213 1,789,566
8,708, 880 15,116,824
231,808 242 054
15,201 1.894
10,554, 188 10,834,550
(044, 188) (1,384,850
{4,782,903) {4,889.345)
500,794 500,754

= 8.400

5,383 092 5,072,743
5,614,900 5,314,797
800,000 297,835
6.414,500 5,612,733
108,521,178 100,908 445

$_112336078 3 106521478
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Statement of Cash Flows

Years Ended September 30, 2018 and 2017

Cash Flows from Operating Activities
Cash received from lownships and other receipls
Cash payments io suppliers for goods and senvices
Cash payments for employee services

Met cash and cash equivalents (used in) provided by
operating activities

Cash Flows from Capital and Related Financing Activities
Payments on YCLUA contracts payable
Collection of debl billings to townships
Capital contributions from members
Proceeds from sales of capital assets
Paymants for the acquisition or construction of capital assets
Principal and interest paid on capital debt

Met cash and cash equivalents provided by (used in) capital
and relaled financing activities

Cash Flows Provided by Investing Activities - Interest received on
investments

Met Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents - Baginning of year
Cash and Cash Equivalents - End of year

Classification of Cash and Cash Equivalants
Unrestricted cash
Restricted cash

Total cash and cash equivalents

Reconciliation of Operating Income to Net Cash from Operating
Activities
Dperating income
Adjustments lo reconcile operating income to net cash from operating
activibes:
Changes in assels and kabilities:

Due from members - Monthly billings
Accounts receivable - Nonmembers
Frepaid expenses
Accounts pavable
Accrued and payroll
Due to members - Billing lookback
Due to Wayne County, Michigan

Mel cash and cash equivalents (used in) provided by
oparating activities

See nobes to financial statemeants. B

2018 __ 2017
5 B46T 435 § 14,540,050
(8,269,755)  (14,176.059)
323304) (327 581)
{125,824) 36410
(232,116) (232,113)
10,707,000 10,937,276
B09,232 205 564
- 8,400
(49,535) (B20,389)
(10,707 000} (10,937 275)
527,581 (547.537)
15,201 1 694
417 158 (500,233)
1,187,073 1,606,308
-] 1 23 5 1!1B?£T3
$ 330,838 § 579,128
1,273,393 507,044

% 15554!231 -3 1!15?!1}?'3

5 231,808 § 242 054
{471,253) (82,048)
{1,285,861) {321,099)
(2,819) 10,315

95,813 (753,083)
1,311,238 (797,317)

- 388,088

(24.750) 1,368 500

s (125624)5 36410



Western Townships Utilities Authority

Motes to Financial Statements

September 30, 2018 and 2017

Note 1 - Significant Accounting Policies
MNature of Entity

The Western Townships Utilities Authority (WTUA or the “Authority”) is a joint venture of the charer
townships of Canton. Northville, and Plymouth and was created pursuant to Act 233, Michigan Public Acts
of 1855, Its allowed purpose is to acquire and operale a sewage disposal system, & solid waste
management system, andlor a water supply system. The Authority currently operates a sewage
transpartation system for these communities.

The Internal Revenue Service has ruled that the Authority is a political subdivision of the State of Michigan
and, as a result, is exempt from federal income tax.

The accounting policies of the Authority confarm to accounting principles generally accepted in the United
States of America as apphicabla o governmental unis.

Reporting Entity

The accompanying basic financial statements have been prepared in accordance with criteria established
by the Governmental Accounting Standards Board for determining the various governmental organizations
1o be included in the reporting entity. In aceordance with these guidelines, there are no component units to
be included in thase financial statemants.

Bazls of Accounting
The accrual basis of accounting is used by the Authority.
Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management (o make estimates and assumptions that affect the reported amounts of assets and
liabilties and disclosure of contingent assets and liabilities at the date of the financial statemenits and the
raportéd amounts of revenue and expanses during the reporting period. Actual results could differ from
thasa estimates.

Cperating Revenue

Operating revenue represents billings to member townships based on the Autherity's operating expensas.
Therefore, the Authority has shown depreciation expense as a nonoperaling expense for the purpose of
the staterment of revenue, expenses, and changes in net position.

Cash Equivalents

For the purpose of the statement of cash flows, all highly liquid investments with original maturities of
three months or less are considered to be cash equivalents. In addition, the statement of cash flows
includes both restricted and unresinicied cash and cash equivalents.

Dwue from Mombers

Due from members represents amounts that will be collected from tha three townships to pay for the
Authority's operational and administrative costs and for reimbursement of capital-related costs.

Unbilled Receivable

Unbdlled receivable represents amounts that have not been billed 1o the townships for debt service as of

the end of the year. The Authority has accrued interest payable in an amount equal to the unbilled
recaivable for debt service.



Western Townships Utilities Authority

MNotes to Financial Statements
September 30, 2018 and 2017

Note 1 - Significant Accounting Policies (Continued)
Restricted Asseis

The Authority has funds set aside lo pay for capital asset projects and emergency replacement of critical
assels. These funds are provided by the townships and are held by WTUA for each restricted purpose.
When an expense is incurred thal alows the use of restricted assets, those assets are applied before
utilizing any wnrestricted assels

Capital Assets

Genesally, purchases for capital eutlay exceeding $5,000 are capitalized. All capital assels are recorded at
cost or, if donated, at their acquisition cost on the date donated. Depreciation on such capdlal assets is
charged as an expense against the operations of the Authority,

Capital assets are deprecialed using the straight-line method over the following useful lives:

‘faars
Land restoration 15
Utdty system - Equalization basin and pumg station 10 to 40
Litity systam - Sewage ransmissan lines &0
Uity systam - Equity in Ypsilant Community Utities
Authadty (Y CLUA) 15 to 40
Uitility system - Fumiture and eguipmant ST

Upcoming Accounting Pronouncements

In June 2017, the Governmental Accounting Standards Board (GASB) issued GASB Statement No. 87,
Leases, which improves accounting and financial reporting for leases by governments. This statement
requires recognition of cerain lease assets and liabilities for leases that were previously classified as
operating leases and recognized as inflows of resources or outflows of resources based on the payment
provisions of the contract. It establishes a single modal for lease accounting based on the foundational
principle that leases are financings of the right to use an underlying asset. Under this statement, a lessee
i required 1o recognize a lease lability and an intangible right-lo-use lease asset, and a lessor is required
10 recognize a kease recedvable and a defered inflow of resources. The Authority is currently evaluating
the impact this standard will have on the financial statements when adopted. The provisions of this
statement are effective for the Authority's financial staterments for the 2020-2021 fiscal year.

In March 2018, the GASB issued Stalement No. 88, Cerain Discloswes Related to Debl, including Direct
Borrowings and Direct Placemenis. This statement establishes criteria to Improve the information that is
disciosed in the notes o the goverment financial statements related to debt, including direct
borrowings and direct placements. It also clarifies which liabilities governments should include when
disclosing Infermation related to debl. The Authorily is curently evaluating the impact this standard will
have on the financial statements when adopted. The provisions of this statement are effective for the
Authority's financial staternents for the year ending Septernber 30, 2018,

In June 2018, the GASE izsued Statemant No. 89, Accounting for interest Cost Incurmed Before the End of
a Construction Period, which simplifies accounting for interes! cost incurred before the end of construction
and requires those costs to be expensed in the period incurred. As a result, interest cost incurred before
the end of a construction period will not be capitalized and included in the historical cost of a capital asset
reported in a business-lype activity or enterprise fund. This stalement also reiterates that in financial
stalements prepared using the current financial resources measurement focus, inlerest cost incurrad
before the end of a construction period should be recognized as an expenditure on a basis consistent with
governmental fund accounting principles. The requirements of the standard will be applied prospectively
and result in increased interest expense during perods of construction. The provisions of this statement
are effective for the Authority's financial statemeants for the Seplember 30, 2021 fiscal year.

10



Western Townships Utilities Authority

MNotes to Financial Statements
September 30, 2018 and 2017

Mote 2 - Stewardship, Compliance, and Accountability
Budgetary Information

An annual budget ks adopled on the modified accrual basis of accounting, which is a comprehensive basis
of accounting used for governmental fund-type operations; it differs from accounting principles generally
accepled in the United States of America for proprietary fund-type operations, such as the Western
Townships Utdlities Authority, The annual budget is prepared by the Authority's accountant and is adopted
by the Awthority's board of commissioners and member lownships, subsequent amendments are
approved by the Authonity's board of commidssioners

The budget has been adopted on an activity basis; expenditures al this level in excess of amounts
budgeted are a violation of Michigan law. A comparison of actual resulls of operating expenditures to the
budget adopled by the board of commissioners for the enterprse fund is included in the supplemental
infommation.

There were no budget overruns at Seplember 30, 2018 and 2017,
Note 3 - Deposits and Investments

Michigan Compiled Laws Seclion 12991 (Public Act 20 of 1943, as amended) authorzes local
governmental units to make deposits and invest in the accounts of federally insured banks, credit unions,
and savings and loan associations that have offices in Michigan. The law also allows invesiments outside
the state of Michigan when fully insured. The local unit is aliowed 1o invest in bonds, securities, and other
direct obbigations of the United States or any agency or instrumentality of the United States: repurchase
agreements; bankers’ acceptances of United States banks; commercial paper rated within the two highaest
classifications, which matures not more than 270 days after the date of purchase; obligations of the State
of Michigan or its political subdivisions, which are rated as investment grade; and mutual funds composed
of investment vehicles that are legal for direct investment by local units of govermment in Michigan,

The Authcrity has designated three banks for the deposit of its funds. The investment policy adopted by
the board in accordance with Public Act 196 of 1997 has authorized investment in bonds and securities. of
the Untted States government and bank accounts and CDs, but not the remainder of state statutory
authority as listed above. The Authority's deposits and invesiments are in accordance with statulory
authority,

The Authority's cash and investments are subject lo one type of risk, which is examined in more datall
bl

Custodial Credit Risk of Bank Deposits

Custodial credil risk is the risk that, in the event of a bank failure, the Authority's deposits may not be
returned fo it. The Authority does not have a deposit policy for custodial credit risk. Al September 30, 2018
and 2017, the Authority had $97,755 and $1,265.232, respectively, of bank deposits that were uninsured
and uncollateralized. The Authority believes that, due to the dollar amounts of cash deposits and the limits
of FDIC insurance, it is impractical to insure all deposits. As a result, the Authority evaluates each financial
institution with which it deposits funds and assesses the level of risk of each institution; only those
institutions with an acceptable estimated risk level are used as depositories

Fair Value Measurements

The Authority categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to measure
the fair value of the asset. Level 1 inpuls are quoted prices in active markets for identical assets; Level 2
inputs are significant other observable inputs; Level 3 inputs are significant unobservable inputs,
Investments that are measured at fair value using net asset value (NAV) per share (or its equivalent) as a
practical expedient are not classified in the fair value hierarchy balow.

11



Western Townships Utilities Authority

Notes to Financial Statements
September 30, 2018 and 2017

Note 3 - Deposits and Investments (Continued)

In instances whereby inputs used to measure fair value fall into different levels in the above fair value
hierarchy, fair value measurements in their entirety are categonzed based on the lowest level input that is
significant 1o the valuation. The Authority's assessment of the significance of particutar inputs to thess fair
value measuraments requires judgment and considers factors specific to each asset or Bability.

The Authority has an investment in Michigan CLASS measured at NAV as of September 30, 2018, The
balance of this investment is $1,267 522, There were no such investments at Seplember 30, 2017,

The valuation method for investments measured at net asset value per share (or s equivalent) is
presented on tha lable below

Investments in Entities that Calculate Net Asset Value per Share

The Authority holds shares or interests in investment companies whereby the fair value of the investments
s measured on a recurming basis using nel asset value per share (or its equivalent) of the investment
companies as a practical expedient.

Al Seplember 30, 2018, the fair value, unfunded commitments, and redemption rules of those investments
are as follows:

Redamptson
Unfunided Frequancy, i Redamplion

Carrying Value  Comemitmants Eligibla Mobos Pemned

Michigan CLASS 5 1,267 522 % = Morestictons  MNone

The Michigan CLASS investment pool imvests in US. Treasury obligations, federal agency obligations of
the U.S. government, high-grade commercial paper (rated "A1" or better), collateralized bank deposits,
repurchase agreements (collateralized al 102 percent by treasuries and agencies), and approved money
market funds. The program i designed to meet the needs of Michigan public sector investors. It
purchases securities that are legally permissible under state statutes and are available for investment by
Michigan counties, cities, townships, school districts, authorities, and other pubbc agencies.

Note 4 - Restricted Assets
Al Seplember 30, 2018 and 2017, restricied assats ara composed of the l'-nlmwing:

2018 2mr
Cash and investments:
Capital replacemeant reserve - Emengency 5 507 6881 % £03.aT2
Capital replacement reserve - Conatruction T59.841 =
Debt sarvice 5 B7T1 4 572
Tatal 5 1,273,393 % 507 Sdd
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Western Townships Utilities Authority

Notes to Financial Statements

September 30, 2018 and 2017
Note 5 - Capital Assets
Capital asset activity of the Authority was as follows:
Balanca
Balanca Saptembear 30,
Crctober 1, 2017 Recassifications  Additions Disposais 2018
Capital assats not being
daprésinded
Land 5 540602 § - ¥ - % - & 3545 800
Construction in progress 8232 (8,232) - : E
Sublotal 3,558,834 [8,232) = . 3,549 802
Capial assels being depreciated:
Land restoraton costs 2412243 - " . 2.412.243
Sewape transmassion lines 458 450 %02 B25 49,535 . 48,509,159
Equalization basin and pumg
station G7.445 B0 - * . 67 445 B01
Equity in YCUA 91220 541 . . - 81,229 344
Fumitura and equipment 127,527 . - - 127 527
Subiptal 207 665,304 B.232 43 535 . 207724071
Apcumulaied deprecialion:
Land restoration costs 2412243 - - 2,412 243
Sewage ransmession fings 17032789 . TE 2 . 17.927.043
Equalization basin and pumg
station 25,064 582 - 1,898,202 . 27,762,784
Equity in YCUA 26 207 653 . 2,278.855 - 28 487 508
Fumiture and egquipmeant TBETE . 10,602 - 83278
Subtotal 71 B85 053 . 4,782,903 - 78,678 B55
Mat capital assats baing
depreciatod 135,768,351 8,232 (4.733.2848) - 131,045 215
Mat capital assats § 138338185 § - & 54.7533.'-.3&9-; 5 - & 134584817
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Western Townships Utilities Authority

MNotes to Financial Statements

September 30, 2018 and 2017
Note 5 - Capital Assets (Continued)
Balanca
Balanca Sepbamber 30,
Cctobar 1. 2016 Reclassifications Additions Disposals 2my
Capital assats not being
depreciated
Lamd 5 15409602 § - B - 5 3,549,802
Construclion in progress 8.540 (B, 540 8,232 8232
Subbotal 3 558 142 {85400 g2z 3,558,834
Capital azsats being depreciated:
Land restoration costs 2413 343 - - 2412 243
Sewage transmission linges 4 TS 851 B.540 165,201 4G, 450,382
Equaiization basin and pumg
station BT 334 B33 - 110,978 - &7 445 801
Equity in YCLUA 91 200,558 - 18,343 - 81,229,341
Furmniture and equipmeant 101,282 = 46 5893 {20, T4B) 127 527
Subbotal 207 344 oa7 8540 332515 (20, T4E) 207 BEE M04
Accumutabed doeprociation
Land restaration costs 2,412 343 = - 2,412 343
Sewagh ransmission lines 16,336, 854 - THE G485 17,132,799
Equalization basin and pump
siaticn 24355 T8 - 1,805,306 28,064 582
Equity in YCLA 23,628 040 - 2279613 - 26,207 853
Fumiture and aguipment G054 - B.£81 (20.748) V8,676
Sulbbotd B7.027 155 - 4 BBE, 345 (20, T48) 71,805 953
Met capdlal assels baing
depreciated 140,317,541 8,540 (4,556,830) - 135,769,351
Met capital assels £ 1434875783 § = & [4.547.598) § - % 1389398185
Construction Commitments

The Authority has one angoing construction project af

year end: répairs to interceptors. The repairs to

interceptors project had a total project commitment of $257,716 and total expenditures of 558,767
Unspent commitments iolaled $198 549 al vear end.
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Western Townships Utilities Authority

Notes to Financial Statements
September 30, 2018 and 2017

Note 6 - Long-term Debt
Long-term debt activity for the years ended September 30, 2018 and 2017 can ba summanzed as follows:
2014
[Prineipal
indgres! Rate  Mabeing  Beginning Ending o wwithin
Ranges Through  Balames  Addiliors Reductions Badanco Cina Year
200 Genetal Obligasion Bond
jusend o refund 2001 bonds) 3.50% iy F TG00 ¥ = B (RE5000) § 14235000 5 1,435,000
E0E Gepnerad Obdigation Bond o 0% =
jused |o refund 2002 bonds) 5.00% HiZA 20, 785000 - (3.925000) 17,080,000 3,008,000
Less:
Unamoriized premium on
A0 msue SZT.E00 - (422 085) 105,533 0,58
Unasnortized peemium on
2012 insue 2.045.726 - (380683 1,055,063 350,682
Tolal long-tenm debt 231318338 § - Iiiﬂ_ﬂi.'-rg:l 20.858 586 § 5,025 185
2017
IPrincipad
interest Rate  Mabwing Barginining Ending i waihin
Ranges Through ~ Balance  Addilions Reductions Batsnoe Cine Year
SO0 Capnagenl Band 3 50% -
jused to refund borads) 5.00% Mg 514250000 § - 5 (62000000 § V860000 § 6525000
2012 Geneval Obligation Bongs 3.00% -
{used | refund 2002 bonds) 500% prifr ) 23,945 000 : (3. 160,000) 20,785,000 3 425,000
Lissa:
Linssnarlized peemium on
et T PR GRS - (422 0B} 52T E09 42050
Linamonized peomiim on
2012 msuw 2435388 - 389587 20457 A58 653
Total long-erm debt 541500083 5 - S(10.261748) § 31318936 § 10461745

Debt Service Requirements

The annual principal and inferest requirements to service all debt, following the refunding described above
and including interest payments on the refunded bonds through January 1, 2023, are as follows:;

Years Ending

_September 30 Principal lprost  _ Tolal @
2019 5 4530000 % T44 363 3 5274 363
2020 3,568 000 586,050 4. 151,080
2021 3,525,000 444, 250 3,960,250
2022 3,455,000 2B TS 3781375
2023 3, GR0, D00 §5.500 4078 500

Total $  19.005.000 3 2160538 § 31 355538

Interest

For the year ended September 30, 2018, interest incurred by the Authority fotaled $844,188. For the year
ended Seplembaer 30, 2017, interest incurred by the Authority totaled $1,384,950.
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Western Townships Utilities Authority

Notes to Financial Statements
September 30, 2018 and 2017

Note 6 - Long-term Debt (Continued)
Classifications

Long-term debt that is due within one year has been classified as a noncurrent liability on the statement of
nel position since these obligations are not payable with the cument resources of the Authority. The
Authority will bill the member iownships when bond payments are due,

Note 7 - Leases

Cperating Leases

The Authority has entered into an agreement with the Ypsilanti Community Utilities Authority (YCLIA),
under which the Authority obtains certain rights 1o use a portion of the reatment capacity of the YCUA
waslewater trealment plant. This agreement requires a rental payment on Movember 17 each year
throwgh Movember 17, 2098, Annual payment requiremeants for the above are as follows:

Years Ending
Septemibes 30 Ameunt
2019 5 442,154
2020 403,883
2021 354,630
2022 322,936
2023 282,060
2024-2028 1,253,348
2026-2033 1,048,311
2034-2038 806,672
2039-2043 523,279
2044-2048 414,414
2048-2053 438,601
2054.2058 462,789
2058-2063 486,976
2084-2068 511,164
2068-2073 535,351
2074-2078 558,539
2079-2083 583,728
2084-2088 607,514
2085-2093 632,101
2004-2008 856,289
2009 134,150
Total $ 11470208

Note 8 - Contracts Payable - YCUA

The Authority assumed a liability equal to 18.57 percent of YCUA's unfunded pension obligation as of
August 31, 2015 As a result, the Authority recorded a liability in the smount of $3.481, 782 and makes
monthly contributions of $19,343 through August 2029, In exchange, the Authority received 4.3 million
gallons per day of additional capacily in the YCUA wasiewater treatmeand plant,
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Western Townships Utilities Authority

Motes to Financial Statements
September 30, 2018 and 2017

Note 9 - Settlement Agreement - Wayne County RVIS

The Authorty discontinued utilization of the Wayne County BVIS for desposal of 'fmﬁlﬂ'ﬂ'iltﬂf as of July 1,
2017. All flow to the county was ceased by that date, with the exception of the “swap” areas representing
flow from the City of Plymouth, Michigan. Discussions are currently taking place with Wayne County,
Michigan regarding the termination agreamant (prasently in draft form), as well as discussions with cities
potentially interested in purchasing a portion of the Autherity's capacity in the system. Wayne County,
Michigan is alleging that the Authority owes a share of outstanding debt to the county ($1,386,000). As a
result, the Authority began to pay $8,250 par month towards the alleged debt share in August 2017, After
five payments, the Authority stopped making paymenis, as it concluded that it would be able o sefl ils
capacity. Any sale of the Authorty's capacity in the Wayne County, Michigan system will offset fudure
cosls,

Note 10 - Risk Management

The Authority is exposed to various risks of loss related to property loss, lofs, efrors and omissions, and
employes injuries (workers' compensation), as well as medical benefits provided 1o employees. The
Authonty has purchased commercial insurance for medical benefits provided to employeas and workars'
compansation and paricipates in the Michigan Municipal Risk Management Authonty (MMBEMA) Siate
Pool for claims relating to property loss and torts. Settled claims relating 1o the commercial insurance have
not seceaded the amount of insurance coverage in any of the past three fiscal years.

The Michigan Municipal Risk Management Authority (the "MMRMAT) risk pool program operates as a
claims servicing pool for amounts up to member retention limits and operates as a common risk-sharing
managament program for losses in excess of member retention amounts. Although premiums are paid
annually to the MMRMA that i uses to pay claims up to the retention fimits, the ultimate liability for those
claims remakns with the MMRMA,

Note 11 - Retirement Plans

The Authornity provides pension benefits to all of ils full-time employees through a defined condribution
plan. The Authority participates in the Municipal Employees’ Retirement System of Michigan (MERS) for
all defined contribution plan paricipants. MERS issues a publcly available financial report that includes
financial statements and required supplemental information for the system. That report may be obtained
by writing to the system at 1134 Municipal Way, Lansing, MI 48917,

In & defined commbution plan, benefils depend sclely on amounts contributed o the plan plus investmeant
eamings. Employees are efigible to participate from the date of employment. As established by the
personned policies manual, the Authodty contributes 15 percent of employees’ gross eamnings. and
employees contribute 5 percent of eamnings, Employees are 100 percent vested after a period of five
years. In accordance with these requirements, for the fiscal years ended Seplember 30, 2018 and 2017,
he Authority contributed approximately $34,000 and $32,000, respectively.
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Other Supplemental Information
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Western Townships Utilities Authority
Schedule of Operating Expenditures - Budget and Actual

Year Ended September 30, 2018
Variance
Original Budget Final Budget Favorable
(Linaudited) (Unaudited) Actual [ Unfavorabls)
Sewage treatment charges § 9160051 § 9180051 § 5881570 § 327845
Operation and maintenance cosls 2,212,045 2,212 095 1815213 308 8a2
Administrative costs 584 847 584 B4T 530,184 54,463
Sewage capacity rental costs 473,913 479,913 478,913 =

The above schedule represenis operating expenddures for the year based on the modified accrual basis of
accounting o be consistent with the basis of accounting used in the preparation of the budget
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Western Townships Utilities Authority

Other Supplemental Information
Schedule of Bonded Indebtedness

September 30, 2018

Limited Tax Genaral Limited Tax General
Obligation Bonds Obligation Bonds
2000 Bond Issua 2012 Bond Issue
Principal Principa
Debt Dabt
Ouistanding Annual Dutstanding Annual
Date of Maturity September Interast September Interest
January 1 30, 2018 Payable 30, 2018 Fayakle Taotal
2015 5 1435000 5 25113 % 3085000 & T19250 5 5274383
2020 - - 3,565,000 586,050 4,151,050
2021 = - 3,525,000 444 IO 3,988 250
2022 = - 3,495 000 288,375 3,781,375
2023 - - 3,980,000 09500 4079500
Total remaining payments 5 1435000 % 25113 $17,660,000 § 2135425 § 21,255,538
Interest rate 3,500 4 00-5.00%
Original issue 3 46,660 $ 32,205,000

In 2018, the principal payment for the 2009 Bond Issue was $6,525,000 at an interest rate of 5.00 percent, and the
principal payment for the 2012 Bond Issue was 53,125,000 at an interest rate of 4.00 percent. Interest payable for
the 2009 Bond Issue and the 2012 Bond Issue in 2018 was 5213,350 and $843 850, respectively.

Interest payments for the bond issues are due on January 1 and July 1 of each year.



