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Independent Auditor's Report

To the Board of Commizsicners
Wastern Townships Utilities Authaority

Report on the Financial Statements

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

Management’s Responsibility for the Financial Statements

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

Auditor's Responsibility

Qur responsibility is to express an opinion on these financial statements based on our audis. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perdorm the audils to obtain ressonable assurance aboul whether the financial
statements are free from material misstatement,

An auddt involves performing procedures to obtain audtt evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the audior considers internal control relevant to the entity's preparation and fair presentation of the
financial staterments in crder to design audit procedures thal are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the enlity’s internal control. Accordingly, we express no
such opinion, An audid 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
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriale to provide a basis for our audit
opinion.

Opinion

In owr opinion, the basic financial statemeants referred fo above present fairly, in all material respects, the financial
position of the Western Townships Utilities Authority as of September 30, 2019 and 2018 and the changes in its
financial position and cash flows thereof for the years then ended in accordance with accounting principbes
generally accepled in the United States of America

QPRAXIT)



To the Board of Commissioness
Waestern Townshaps Utilfies Authonty

Other Matters
Reguired Supplemental infarmalion

Accounting principles generally accepted in the United Siates of America require that the management’s
digcussion and analysis be presenied to supplement the basic financial statements, Such information, although
not & pan of the basic financial statements, is required by the Governmental Accounting Standards Board, which
considers i to be an essential part of financial reponting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We heve applied cerain limiled procedures io the required
supplemenial information in accordance with auditing siandards generally accepted in the United States of
America, which consisted of inquiries of management sbout the methods of preparing the information and
comparing the information for consistency with management's responses lo our inguires, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
EXpress an opinion or provide any assurance on the information because the imited procedures do not provide us
with sufficient evidence 1o express an opinion or provide any assurance

Oithver lformation

QOur audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Western Townships LRilties Authonty's basic financial statements. The schedule of oparating
expenditures - budgel and actual and schedule of bonded indebtedness are presented for the purpose of
additional analysis and are not a required part of the basic financial statemants.

The schedule of operating expendifures - budget and actual is the responsibility of management and was derived
from and relates directly lo the underlying accounting and other records used to prepare the basic financial
statemnents. Such information has been subjected lo the auditing procedures applied in the audd of the basic
financial statements and cerain addional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to the
bazic financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the schedule of operating expenditures -
budget and actual is fairly stated in all matenal respects in relation to the basic financial statemants as a whola.

Thea schedule of banded indebtednass has not bean subjacted to the auditing proceduras applied in the audit of
ihe basic financial staterments. and, accordingly, we do nol express an opinion of provide any assurance on it

TQL-L f Ztn.év, PLLE

January 18, 2020



Western Townships Utilities Authority
Management's Discussion and Analysis

Using This Annual Report

The Western Townships Utilities Authority (WTUA or the "Authority”) is a joint venture of three townships located
in western Wayne County: Canion, Modhville, and Plymouth iownships, The primary role of the Authority is to
operate 8 sewage fransportation system for these communities. This annual report consists of a series of financial
siatements, fooinotes, and supplemental information. The statement of nel position and the statement of revenue,
expenses, and changes in nel position provide Information about the financlal acthvities of the Authority. These are
followed by the statement of cash flows, which presents deladled informalion about the changes in the Authority's
cash position during the year, The next seclion includes the noles io the financial statements, which disclose the
Authority's significant accounting policies and additional information related to cerain amouwnts 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.

Financial Ovenviow

In analyzing the Authority's financial position, i is important 1o recognize the mission of the Authonty. All debl of
the Authority is backed by the full faith and credit of s three member iownghips. From a financial perspective, the
Aulhority's core objective is to manage the long-term cosis of sewage disposal for As member lownships. The
Authority acls a3 a conduit for its three members, The amounts to be charged to its members will, by definition, be
equal io the Authority's costs of providing sewage transportation and ireatment. The key financial statistics for the
Authority, therefore, relale lo measurements of the ability to reduce Iofal costs io its members (as opposed o the
ability to accumulate financial resources),

2015 2018 27 208 2018
Total costs charged to fownships § 14742851 514713565 5§ 14411554 § 88185 0§ BT0N24E
Total fiow (thousands of gallons) 5.403 685 5,664,201 5.863.220 5.026.507 5271814
Cost per thousand gallons §2,575 52,508 §2 501 $1,771 51,651

*For the purpess of this calculaton, fiowr volumes ane measured as the metersd quantity of sewage transported to reatment
agilities.

In past years, WTUA transported the sewage to two treatment plants, the Ypsilanti Community Utilities Autharity
{YCUA) and the Great Lakes Water Authority (GLWA), through the Wayne County RVIS system, As of July 2017,
WTUA discontinued sending flow 1o GLWA (with the exception of the "swap" area, which represents flow from the
City of Piymouth). Wayna County, Michigan invoices weare based upon the amount of waler purchased from
GLWA (adjusted for water-only and sewar-only customars); howaver, YCUA bills the Authority based upon actual
sewage flow. Fiscal year 2001772018 was the first year that the Authority sent flows sclely to YCUA for the entire
vear, Flow was approximately 5 percent higher for fiscal year 20182019 compared 1o the last fiscal year. WTUA
anticipated an annual savings to the lownships of approximately 33.5 million upon exling the Wayne County
system, but actual realized savings on cosis biled to the iownships for the last two fiscal years have exceeded 35
millign when compared to 20162017,

Curently, WTUA is waiting for Wayne County, Michigan to execute the negotiated termination agreement, which
has been signed by all parties except the county.



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

Condensed Financial information

The following table presenis condensed information about the Authority’s financial position compared to the prior
vear, The increase in net position is caused by a decrease in the long-term liabilities due mosily to principal
payments made on bonds. The increase in restricted assels was due mostly 1o the prepayment by Canton
Township of capital project costs for our expansion project, which is currently underway. Capital assets decreased
83 a result of depreciation expense.

Change
2017 2018 2018 (2018-2018)  Parcant Change
Asgots
Current and restricted assets  § 484250 3 5510087 3 13811921 5 8,292,824 1503
Capdal asseis 139,328 185 134 504 B17 130,294 678 {4,300, 138} 3.2}
Total assets 142 B2 425 140,115,814 144, 106 585 3 8992 635 28
Defarrod Outflows of Resources 450408 179,540 82.714 (665,826) (53.8)
Liabiiities
Current liabdities 1337 827 2,822 085 2,885 853 243 BO8 4.3
Moncurrent llabities 35453 626 24,735,311 18,478,011 {5,257, 300 (21.3)
Total liabdties 5, 7E1, 753 27,357 3T &2 343 654 (5,013,712) (183
Hat Position
Mt imeesimend in Capdal assels 108, T34 285 111,383,796 112, 244 131 880,335 08
Restnicted cash 507 944 1,273,393 8254 TR 8,081,385 6346
Unrestricied ZTBETe 278,889 248 730 {32 150) (11.5)
Total not position 5. 106821178 § 112936078 § 121845640 § 8909571 78



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

Authority’s Changes in Net Position

The following table presents condensed information about the Authority’s revenue and expenses compared to the
twa prior years:

Changea Percant
2017 2018 2018 (2018-2015) Change
Oparating Revenue
Eamed revenue from townships $ 14411554 5 BO01185 § A T0124B 5§ (189.037) (2.2
SAW grant revenass 163,555 - o . o
Diher operaking revenus TB3.TED 37,503 28,358 {3,148) (24.4)
Tolal operating revenue 15358678 B.9368,880 8,728,603 {209.085) (2.3)
QOperating Expanses
Sewaga treatment charges 12,317,450 5,881,570 5,771,486 (110,081} (1.8
Admindsirathee 404 437 530,184 B0, 084 {82300 (1.7
Sewags capacily rental 515,311 470,913 442 154 {37, 758) (7.8
Operating and mainienance 1. TEG 568 1815213 1,762 BTH (52.335) (2.9
Total operating expansas 15118824 B, 706,880 8467 485 (209, 385) (2.4)
Opaerating Income 242054 231,808 232118 310 0.1
Honoparatling Revenue 5072 743 5,383,092 211,339 {5171 TE3) (96.1)
Incoma - Balore capital contributions 5,314,757 5,614,900 447 447 (5,171, 453) (92.1)
Capital Contributions from Townships 257 638 800,000 8,465,124 7566124 958.3
Change in Net Pesition 5612733 6,414,900 8,000,571 2454 871 38.9
Hat Positlon - Baginning of yaar 100,808,445 106,521,178 112538078 G.414 500 6.0
Met Pasition - End of year § 106,521,178 § 112,936,078 § 121,845,649 § 8,909,571 T8

Sewage treatment charges, operations and maintenance costs, and administrative expenses a8 remained
relatviely slable compared to the kast fiscal year. The mevenve and expenditure report shows 5232 118 in excess
operating revenue. This amount represants payments for YCUA's UAAL for pension and a reduction of the liability.

In previous years, WTUA had nonoperating income exceeding $5 milion due 1o payments of approximately 510
million in debt service annually, which were offsat by close to 55 million in depreciation expense. The 2009 bond
issue was paid off on January 1, 2019, so liabilities were cnly reduced by approximately $5 million in 2018/2019
and were offset by depreciation expense of almast 55 milion, reducing nonoperating income to $211,329.

Capital contributions are billed to the townships annually, in January of each year, as was decided by the board of
commissioners upon completion of the Authorty's asset management program in 2017, with the exception of
WTUA's expansion project. The first annual billing was in January 2018. WTUA will compute a lookback every five
years 1o reconcile the actual costs 1o the amount billed to the townships, the first of which will be done in 2023 and
will cover years 2018-2022. The expansion project is curently underway and was nol included in the program
because if did not exist at that time. Canton Township requested that its approximalde portion of the BxXpansion
costs (37.5 milion of the $11 milion project) be biled to the township in advance of the project, increasing
WTUA's capital contributions by over §7 million for fiscal year 2018/2019, which accounts for 87 percent of the
total change in net position,

Budgetary Highlights

During the year, the Authority did not make any amandments to the operating budget, Operating costs came in at
72.4 parcent of the budget.



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

Capital Assets and Debt Administration
During the current year, the Authonty managed ihe following capial improvement projects:

Increased equity in YCLIA 5 138,500
Pipa lining projectiseswer lings 243 618
Retention basin and pump stalion siructunes 11,780
Lowar Rouga axpansion projact - Constrecton in prograss B TE)

Total capital project addiions 5 AR4 555

The Authornity’s total investment in capital assets s over 3211 milbon (before considering depreciation).

Al the close of the year, the Authority had $14.6 million in oulstanding debl, as compared to $19.1 million in the
previous year, See Nole & for more information.

Economic Factors and Next Year's Budgoets and Rates

WTUA ceased sending flow to the Wayne County RVIS as of July 1, 2017 and is currently wailing on the county fo
execute both the termination agreement and the sale of capacity to the City of Plymouth, Michigan, the proceeds
of which will be used to offset the termination costs.

Sewage freatment charges represent approximately 71 percent of the Authority's operaling budget for the next
fiscal yaar. YCUA has decreased its rates for the next fiscal year by approximately 6 percent when compared with
the rate set for the current year, but the rate does not lake the YCUA pension UAAL paymaents inlo account
WTUA pays YCUA a fiwed cost of 312,343 per month, in addition io the sewage bill, 1o pay down the Authorty's
portion of the unfunded actuarial accrued kability for YCUA's pension plan,

Requests for Further Information

This financial report is intended to provide our member townships and WTUA bondholders with a general ovenview
of the Authority's finances and to show the Authority's accountability for the money it receives from the member
townships. If you have questions about this report of need additional information, we welcome you to contact the
directar of operations.



Western Townships Utilities Authority

Statement of Net Position

Azgols
Curment assets:
Cash and cash egquivalenis (Mole 3)
Recerables:
Due from members
Cither
Prepaid expenses and ofther assets
Linbiked debt sarvice receivabla

Total current assets

Moncurment assats:
Restricled assets (Motes 3 and 4)
Capital assats: (Note 5)
Asselts not subject to depreciation
Assets subject to depreciation - Mel

Total noncurren] assets
Total assels

Deferred Qutflows of Resources - Deferred charges on refundings

Liabilities
Current liabilities:
Accounts payable
Accrued payables, payroll, and compansaled absances
Construction payable
Billing lookback - Due to members
Accrued inlerest payable

Tatal current liabdities
Moncurrent Eabilifies:
Contracts payable - YCUA - Due within one year (Note B)

Contracts payable - YCUA - Due in more than one year {MNote 8)
Dus to Wayne County, Michigan - Due in mone than one year (Naote 8)

Long-term dabt - Dua within one year (Mote &)
Long-term debt - Due in mare than ona year (Nole &)

Taotal noncurrent Eabidites
Tolal Rabilities

Mot Position
Mel investment in capiial assets
Restricted

Linrestricted

Tedal net position

See noles to financial siatements, 7

September 30, 2019 and 2018

2019 2018

3 2,064.904 5 330,838

503,889 2,011,088
1,645,074 1,833 749
T4 867 82 207
164,338 207,844

4 457 142 4,245 704
9,354,778 1,273,393
3630335 35490 802
126,655,343 131045215

136,640,457 _ 135868210
144, 106 550 140,113,814

82,714 179,540
585,085 683,251
83.377 47,501
261,234 -
1,781,638 1,673,168
164,338 207 B44
2,865,653 2,622,085
232119 232,118
2.069,740 2,301,858
1,344,750 1,344,750
3,854,663 5,025,185
11,876,738 15,831,401
18,478 011 24,735,311

22343864 _ 27.357.376

112244131 111,383,756
8,354,779 1,273,383
246,739 278,889

F 11 B48 % ﬂémg?ﬂ




Western Townships Utilities Authority

Statement of Revenue, Expenses, and Changes in Net Position

Operating Revenue
Eamed revenue from townships
Other operating revenue

Total operating revenue

Operating Expenses
Sewage treatment charges
Administrative
Sewage capacity rental
Dperating and maintenance
Total operaling expenses
Operating Income

Nonoperating Revenue (Expense)
Interest eamings
Dbt billings to townships
Interest expense
Depraciation
Armortization

Total nonoperating revenue
Income - Before capital contributions from townships
Capital Contributions from Townships
Change in Net Position
Net Position - Beginning of year
Met Position - End of year

See notes o financial statements.,

Years Ended September 30, 2019 and 2018

2019 2018
-3 8701248 % B.901, 185
28,355 37,503
8,720,603 B,033 BER
5,771,489 5,681,570
520,064 530,184
442 154 478,913
1,762,878 1,815213
8.497 485 8,706 880
23218 231,808
67,710 15,201
5,230,858 10,594,158
(700,858) (944,188)
(4,784,738) {4,782.903)
398, 357 500,754
211,329 5,383.092
443 447 5 614,900
5,466,124 800,000
8,909,571 6,414, 800
112,835,078 106 521.178

$ 121845649 3 112996078



Western Townships Utilities Authority

Statement of Cash Flows
Years Ended September 30, 2019 and 2018

2018 2018
Cash Flows from Operating Activities
Cash received from townships and other recaipts 5 10325282 § B4BT 435
Cash payments to suppliers for goods and services (8,259, 583) (8,269,755)
Cash payments for employee services (334.948) {323,304)
Net cash and cash equivalents provided by (used in)
operating activities 1,730,753 {125,624)
Cash Flows from Capital and Related Financing Activities
Fayments on YCUA contracts payabla (232,118) {232 116)
Collection of debt balings to townships 5.274 382 10,707,000
Capital contributions from members 8,452 561 BO0G, 232
Payments for the acquisition or construction of capital assets (203, 365) (#9,535)
Principal and interast paid on capital debt {5._2_?#.353} {10, 707,000
Net cash and cash equivalents provided by capital and related
fimancing activites B.O1T.079 527 581
Cash Flows Provided by Investing Activities - Interest received on
investments 87,710 15.201
MNet Increase in Cash and Cash Equivalents 9,815 542 417,158
Cash and Cash Equivalents - Beginning of year 1,604,231 1,187 073

Cash and Cash Equivalents - End of year

Classification of Cash and Cash Equivalents
Unresiricied cash
Restricted cash
Total cash and cash eguivalents

Reconciliation of Operating Income to Net Cash from Operating

11419773 5 1606231

5 2,084,994 § 330,838
9,354 778 1,273,393

$ 11!4-19'!1’73 $ 1550-1&1

Activities
Operating income 5 232118 § 231,808
Adjustments to reconcile operating income to net cash from operating
adlivities - Changes in assets and liabilities:

Due from members - Monthiy billings 1,520,760 (471.253)
Accounts receivable - Nonmembers (15,326) {1,265,661)
Prepaid expenses {12,660) {2,819)
Accounts payable (108,185) 85.813
Accrued payable and payroll 114,045 1,311,238
Due to Wayne County, Michigan - [24,750)

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

Gee notes o financial statements. -]

$ 1,730,753 5 iﬂ-ﬁghg



Western Townships Utilities Authority

Notes to Financial Statements
September 30, 2019 and 2018

Note 1 - Significant Accounting Policies
Nature of Entity

The Western Townships Utilities Authority (WTUA or the "Authority”) is a joint venture of the charter
townships of Canton, Nonhville, and Plymouth and was created pursuant to Act 233, Michigan Public Acts
of 1855. Its allowed purpose is to acquire and cperate a sewage disposal system, a soiid waste
management sysiem, andlor a water supply system. The Authority cumenlly operates a sewage
transportation system for these communities,

The Internal Revenue Service has ruled that the Authority is a palitical subdivision of the State of Michigan
and, as a result, i exempl from federal incomea tax.

The accounting policies of the Authority conform to accounting principles generally accepted in the United
States of America applicable 1o governmental units

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 govemmental erganizations
1o be included in the reparting entity. In accordance with these guidelines, there are no component unils io
be included in these financial statemants.

Basis 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 to make estimates and assumptions that affect the reported amounts of assets and
kabilities and disclosure of contingent assets and liabilities at the date of the financia! statements and the
reported amounts of revenue and expenses during the reporting period, Actual resulls could differ from
those estimales.

Operating Revenue

Operating revenue reprasants billings to member lownships based on the Authority's operating expenses.
Therefore, the Authority has shown depreciation expense as a nonoperating expense for the purpose of
the statement of revenue, expenses, and changes in net position,

Cash Equivalents

For the purpose of the statement of cash flows, all highly fiquid investments with onginal maturities of
three months or less are considerad 1o be cash equivalents. In addition, the siatement of cash flows
includes both restricted and unrestricted cash and cash equivalents.

Dere from Members

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

Unbiled Receivable

Unkdlled receivable represents amounts thal have not been billed o the townships for debt service as of
the end of the year. The Authority has accrued interest payable in an amount equal to the unbiled
rescaivable for debt service.

10



Western Townships Utilities Authority

Notes to Financial Statements
September 30, 2019 and 2018

Note 1 - Significant Accounting Policies (Continued)
Restricted Assets

The Authority has funds set aside to pay for capital assel projects and emergancy replacement of critical
assets. These funds are provided by the townships and are held by WTUA for each restricted purpose.
When an expense is incurmed that allows the use of restricted assets, those assels are applied before
utilizing any unrestricted assets.

Capital Assets

Generally, purchases for capital outlay exceeding $5,000 are cap#alized. All capital assets are recorded at
cost or, if donated, at their acquisition cost on the dale donated. Depreciation on such capital assels is
charged as an expense against the operations of the Autharity.

Capital assets are depreciated using the straighl-line method over the following useful lves:

Depreciable Life -
Years

Land restoration 15
Lhtility systom - Equalization basin and pump station 1010 40
Litility $ystem - Sewage transmigsion lines 60
Utilty systern - Equity in the Ypsilanti Community Litiities

Authority (YCLIA) 15t 40
Lit#ty system - Furnifure and egquipment ST

Upcoming Accounting Pronouncements

In January 2017, the Govemmental Accounting Standards Board issued Staternent No. B4, Fiduciary
Activiies. This siatement establishes criteria for identifying fiduciary activities of all state and iocal
governments. An activity meeting the criteria should ba reported in a fiduciary fund in the basic financial
statements. The Authority is cumenily evaluating the impact this standard will have on the financial
stalements when adopted. The provisions of this statement are effective for the Authority's financial
slatements for the year ending Saplember 30, 2020

In June 2017, the GASE issued Stalement No, 87, Leases, which improves accounting and financial
reporting for leases by govemments, This statement requires recognition of certain lease assets and
Eabilities for leases thal previously were classified as operating leases and recognized as inflows of
resources or outfiows of resources based on the payment provisions of the contract It establishes a single
model for lease accounting based on the foundational principle that leases are financings of the right to
use an underlying asset. Under this siatement, a lessee is required 1o recognize a lease Rability and an
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred
inflow ef resources. The Authority is currently evaluating the impact this standard will have on the financial
statemenis when adopted. The provisions of this statement are efective for the Authority's financial
statements for the year ending September 30, 2021.

In June 2018, the GASE issued Staternent No. 88, Accounting for interest Cost incurmed before the End of
& Construction Peviod, which simplifies accounting for interest cost incurred befove the end of construction
and requires those costs to be expansed in the peniod incurred. As a resull, interest cost incurred before
the end of a8 construction perod will not be capitalized and included in the hstorical cost of a capital asset
reported in @ business-type activity or enterprise fund. This statement also reflerates that in financial
statements prepared using the cument financial resources measurement focus, interest cost incured
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 resull in increased interes! expensa during periods of construction. The provisions of this statement
are effective for the Authority's financial staterments for the September 30, 2021 fiscal year

1"



Western Townships Utilities Authority

Notes to Financial Statements
September 30, 2019 and 2018

Note 2 - Stewardship, Compliance, and Accountability
Budgetary Information

An annual budget is adopted 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
accepted in the United States of America for proprietary fund-type operations, such as the Western
Townships Utilities Authority. The annual budget is prepared by the Authority's accountant and s adopted
by the Authorty's board of commissioners and member townships: subsegquent amendments are
approved by the Authority's board of commissioners.

The budget has been adopled on an activity basis; expenditures at this level in excess of amounts
budgeted are a viclation of Michigan law. A comparisen of actual results of operating axpenditures to the

budget adopted by the board of commissioners for the enterprise fund is included in the supplemental
infermation.

There were no budget overruns at September 30, 2019 and 2018,
Note 3 - Deposits and Investments

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) authorizes local
governmental units lo 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 investments outside
the state of Michigan when fully inswred. The local unil is allowed 1o invest in bonds, securities, and other
direct obligations of the United States or any agency or instrumentality of the United States: repurchase
agreements; bankers' acceplances of United States banks, commercial paper rated within the two highest
classifications that matures not more than 270 days after the date of purchase; obligations of the State of
Michigan or its pelitical subdivisions that are rated as investment grade; and mutual funds composed of
investment vehicles that are legal for direct investment by local units of government in Michigan.

The Authority 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 United States government and bank accounts and CDs, but not the remainder of state statuory
authority, as listed above. The Authority's deposits and investments are in accordance with slatutory
autharity

The Authority's cash and investments are subject to one type of risk, which is examined in more detail
beiow:

Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the Authority's deposits may not be
returned to it. The Authority does not have a depesit pelicy for custodial cradit risk. At September 30, 2015
and 2018, the Authority had SO and 397,755, respectively, of bank deposits that were uninsured and
uncolisteralized. The Authority believes that, due to the doflar amounts of cash deposits and the limits of
FONC insurance, it is impractical to insure all deposits. As a result, the Authority evaluates sach financial
ingtitution with which it deposits funds and assesses the level of risk of each institution: ondy those
institlutions with an acceptable estimated risk level are used as depositories.

Fair Value Measurements

The Authority categorizes its fair value measuramants within the fair valoe hiararchy established by
generally accepted accounting principles. The higrarchy is based on the valuation inputs used to measure
the fair value of the assel. Level 1 inputs are quoted prices in active markets for identical assets; Level 2
inputs are significant other cbservable inputs; Level 3 inpuls are signfficant unobservable irpts.
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.

12



Waestern Townships Utilities Authority

Notes to Financial Statements
September 30, 2019 and 2018

Note 3 - Deposits and Investments (Continued)

In instances whereby inputs used 1o measure fair value fall into different ievels in the above fair value
higrarchy, fair value measurements in thesr antirety are categorized based on the lowest level input that is
significant to the valuation. The Authority's assessment of the significance of particular inputs to these fair
value measurements requires judgment and considers factors specific 1o each asset or liability.

The Authority has an investment in Michigan CLASS measured at NAV as of September 30, 2019 and
2018. The balance of this investment is $9.581,953 and $1,267,522 al September 30, 2019 and 2018,
respectively.

The valuation method for investmenis measured at net assel value per share (or its equivalent) is
presented on the table below.

Investments in Entities that Calculate Net Assef Value per Share

The Auwthority holds shares or interests in investment companies wheraby the fair value of the investments
is measured on a recurring basis using net asset value per share [or its equivalent) of the investment
COmMpanies as a practical expedient.

At September 30, 2019, the fair value, unfunded commitrnents, and redemption rules of those investments

are as follows:
Redemption
Unfurded Frequency, if Redamphion
Canying Vaiye _Commitments Eligibis Holice Pasiod
Michigan CLASS 5 8,581 853 % = Morestriclions  Mone

The Michigan CLASS investment pocl invests in U.S. Treasury obligations, federal agency cbligations of
the LL5. government, high-grade commercial paper (rated "A1" or betler), collateralized bank deposits,
repurchase agreements (collateralized at 102 percent by treasuries and agencies), and approved monay
market funds. The program is designed io meel the needs of Michigan public sector investors. It
purchases securities thal are legally permissible under state stalutes and are available for investment by
Michigan counties, cities, townships, school districts, authorities, and other public agencies.

MNote 4 - Restricted Assets
At September 30, 2019 and 2018, restricted assets are composed of the following:

2019 2018
Cash and mwvestments
Capial replacement resarve - Emargency -] 520063 5 507 881
Capital replacemant resare - Consiruction ®EIT.201 759 841
D Senvich 7.515 5871
Todal - 5.384.7TH § 1,273,393
pr—— ..
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Western Townships Utilities Authority

MNotes to Financial Statements

September 30, 2019 and 2018
Note 5 - Capital Assets
Capital asset activity of tha Authority was as follows:
Balance
Balanca Seplembar 30,
Dehobar 1, 2018 Additians Disposals 2015
Capeial assets not being
diapreciatad:
Land 5 JE48802 § - & 5 3,549 802
Construction in progress - 88733 80,733
Subaial 3,548,802 89,733 3,639,335
Capital azsets being depreciated
Land restoration costs 2,412,243 - 2412 243
Sewage transmigs:sn lings 45,508,150 243818 45 752 775
Egualization basin and pump
station 67445801 11,750 &7 457 551
Edquity in YCLUA 81,220,341 138,500 91,388 B4
Furniture and aquipment 127 527 - 127 82T
Subtotal 207,724,071 394 BGE 208 118, 537
Accumulsted depreciation:
Land restoration cosbs 2412243 - 2,412,243
Sewage transmission lings 17,627 043 ToE TEY 18,723,806
Equalzation basin and pump
Elabaon 27,762,784 1,688 336 28,461,120
Equity in YCUA 28,487 508 4,201 568 30,759,108
Fumitune and eguiprmgni 89,278 8.041 87,318
Subiotal 76,678,858 4,784 TIB B1 463 504
Met capital assets being
deprecisied 131045215 (4. 208,873} 126 655 543
Met capital assats £ 134504817 § E-I.ﬂm.ﬂ-ﬂ-! 5 £ 120284 678
—_— —_— E
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Western Townships Utilities Authority

Notes to Financial Statements
September 30, 2019 and 2018

Note 5 - Capital Assets (Continued)

Balance
Balance Septamber 30,
October 1. 2017 Reclassifications  Additions Disposals 2018
Capital assets not baing
depraciabed:
Land 5 3540802 % - % S - 5 3,540,602
Construction in proghoss 8,232 (9.232) - - -
Sublotal 3.558,834 {9.232) - - 3,548,602
Capial assets being depracsatod
Land restoration costs 2412243 . - - 2412243
Sowage transmission knes 44 450,382 8,232 46 535 - 45, 506,158
Equakzation basin and pumg
slation 7,445,801 - - . BT 445,801
Equity in YCLUA 91,228,341 - - - 81,229, 341
Fumiture and squipment 137 527 - = - 137 527
Subiotal 207 685,304 B.23z 49,535 - 207, 724071
: i & .
Land restoration costs 2412 243 - . 2,412 243
Sewage transmission lings 17132, Fod - 704,244 - 17,827 043
Equalizaticn basin and pump
station 20,084, 582 = 1,698,202 - 27,762,784
Eiquity in YCUA 26,207 853 - 2,878,655 - 28,487 504
Furndune and egquipment 78,678 - 10,802 - 89,278
Subtotal 71,895,953 = 4 TEZ903 = 76,878,858
el capilal assets being
dapraciabed 135,769,351 8,232 [4, 733, 368) - 131,045,215
Hed capital assats $ 130,378,185 % I !4.'-"33.3553 5 - § 134594817
= e e
Construction Commitments

The Authority has two ongoing construction projects at September 30, 2019: repairs to interceptors and an
expansion project The repairs to interceplors project had a total project commitment of $257.716 and
tolal expenditures of 558,767, The expansion project had a total project commitment of $1.877.631 and
total expenditures of $72.445. The unspent commitments lotaled 5188 949 and $1,805, 185 for the repairs
to interceptors project and the expansion project, respectively. at September 30, 2019,
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Western Townships Utilities Authority

Notes to Financial Statements
September 30, 2019 and 2018

Note & - Long-term Debt
Long-term debl acthvity for the years ended September 30, 2019 and 2018 can be summarized as follows:

2018
Principal
Ieflpraal Rate hLalursy Boginring Ending Dhums ity
Ranges Ranges Balarca Aurlilinrs R eductions Badance D Y'aar
Bonds and coniracis payable
Other debd:
2000 Ganoral Cibligation
Bond (used o rafand
2001 baonds) 3508 Fangls § 1435000 3 = & (1435000) 5 - &
2012 General Obligation
Bord (used to rahand 4.00%
20002 bonds) 5 00 2023 17, B0, 000 E (3.085.000) 4 565,000 3,565,000
Unamarized peamium on
2000 fnsue 105,523 + (105528
Linamorized pramium on
2012 issun 1,856,063 - (389.561) _ 1.268.402 388,563
Total bongs and
contracts payable $20856588 § - 5 (S.025.184) § 15631402 § 3084603
. 2018
Principal
Intee sl Rate Majurity Beginning Ending D weithin
__Rarges  Ranges Balance Addilona  Reducsans Balance One Year
Bonds and conbracts payabis -
Orher debl:
2008 Ganeral
Bénd {red 1o refiund
2001 bonds) 1.50% o ) T TOHEDO00 % < §F (GEZ5000y § 1425000 § 1435000
2012 General Dbligation
Band (used 1o refund & 00% -
SO0 Esisinaka) 5 00% H023 20, TAS D00 - {3,125 ,000) 17.560,000 3095000
Unamorized peemium an
2009 lssue R2T 60 - (422 D85} 108523 105523
Uinamasizgd prammeurm on
2012 maue 3.5 T28 . (389 58T 1.650.083 385662
Total bonds and
caniracis payabig 5 31.318.335 § I !\-L'l_-'lﬂ-! -”ﬂ § 20856588 % 5028185
Debt Service Requirements to Maturity

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

Othar Dabi
Years Ending

Seplember 30 Principal Intarast Tedal
2020 ] 3,565,000 5 585,050 § 4,151,050
20 3,525,000 444 J50 3,868,250
2022 3,495,000 288,375 3,781,375
2023 3,980,000 29,500 4.078.500
Tatal ¥ 14565000 % 1416175 § 15881178
——— =:—l'.= T L LTI —
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Western Townships Utilities Authority

Notes to Financial Statements
September 30, 2019 and 2018

Note 6 - Long-term Debt (Continued)
Interps!

For the year ended September 30, 2019, interest incurred by the Authority totaled $700,856. For the year
ended Seplember 30, 2018, interas! incurred by the Authority totaled 5944 188

Classifications

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

Note 7 - Leases

Operating Leases

The Authority has entered inlo an agreement with the Ypsianti Community Utilities Authority (YCUA),
under which the Authority obtaing certain rights to use a portion of the treatment capacity of the YCUA
waglewater [reatment plant. This agreement requires a rental payment on November 17 each year
through November 17, 2098, Annual payment requirements for the above are as follows:

‘Years Ending
Seplember 30 Armgunt

2020 3 403,883

2021 364 630

2022 322 836

2023 282,060

2024 288 77T
2025-2028 1.211.581
2000-2074 1,003, 524
20352035 753,333
2040-2044 475 584
20452040 419 251
2050-2054 443 435
205510849 487 828
2060-2084 491,814
2085-2089 516,001
2070-2074 540,180
20752078 564 37E
20E0-2084 SBR 554
2DB5-2088 612,751
Be.2004 636,039
H0E5-2080 851,126

Total - 11,028 144
_—

Note 8 - Contracts Payable - YCUA

The Authority assumed a liability equal to 18.57 parcent of YCUA's unfunded pension obligation as of
August 31, 2015. As a result, the Authority recorded a liability in the amount of $3.481,782 and makes
maontily contributions of $19,343 through August 2029. In exchange, the Authority recened 4.3 million
galons per day of additional capacity in the YCUA wastewater treatment plant.
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Western Townships Utilities Authority

Notes to Financial Statements
September 30, 2019 and 2018

Note 9 - Settlement Agreement - Wayne County RVIS

The Authority discontinued utilization of the Wayne County RVIS for disposal of wastewater as of July 1,
2007, Al ﬁnwtumamunwmmmwnmtdam.nﬁmm&mmﬁmnlhu"map" areas représenting
flow from the City of Plymouth, Michigan. A formal termination agreement has been gigned by all parties
except Wayne County, Michigan. 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 per month
toward the alleged debt share in August 2017, After five payments, the Authority stopped making
payments. as it conciuded that it would be able to sell its capacity. Any sale of the Authority's capacity in
the Wayne County. Michigan system will offsel fulure costs, There is another agreement pending for the
sale of capacity to the City of Plymouth, Michigan, ihe proceeds of which will be used 1o offsel the
termination costs.

Note 10 - Risk Management

The Authority is exposed 1o varous risks of loss related to property loss, torts, ermors and omissions, and
employee injuries (workers' compensation). as well as medical benefis provided to employees. The
Authority has purchased commercial insurance for medical benefits provided fo employees and workers'
compensation and paticipates in the Michigan Municipal Risk Management Authority (the "MMRMA")
State Pool for claims relating to propery loss and tors. Seltled claims retating to the commercial
snsurance have not exceeded the amount of insurance coverage in any of the past three fiscal years.

The Michigan Municipal Risk Management Authority risk pool program operates as a claims servicing pool
for amounts up 1o member retention limits and cperates as a common risk-sharing management program
for losses in excess of member retention amounts. Although premiums are paid annually 1o tha MMRMA
that it uses o pay claims up to the retention limits, the ultimate liability for those claims remains with the
MMEMA

MNote 11 - Retirement Plans

The Authority provides pension benefits to all of its full-time employees through a defined contribution
plan. The Authority participates in the Municipal Employees’ Retirement System of Michigan (MERS) for
all defined contribution plan participants, MERS issues a publicly avallable financial report that includes
financial statements and required supplemental information for the system, That report may be oblained
by writing fo the system at 1134 Municipal Way, Lansing, M| 48917,

In @ defined contribution plan, benefits depend solely on amounts contributed to the plan plus investment
eamings. Employees are eligible to participate from the date of employment. As estabiished by the
personnel policies manual, the Authedty contributes 15 percent of employees' gross eamnings, and
employees contribute 5 percent of eamings. Employees are 100 percent vested after a pericd of five
years. In accordance with these requirements, for the fiscal years ended September 30, 2019 and 2018,
the Authority contributed approximately $35,000 and 534,000, fihy.
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Western Townships Utilities Authority

Other Supplemental Information
Schedule of Operating Expenditures - Budget and Actual

Year Ended September 30, 2019

Varance

Original Budget Final Budget Favorable
{Unaudited) _ (Unaudited) Actual {Unfavorabie)
Sewage treatment charges 5 84456400 § B448400 5 5771489 § 26749511
Cperation and maintenance costs 2,247,750 2,247,750 1,762 878 484 872

Administrative costs HE9 875 5940 4975 520,954 Te.011
Sewage capacily rental costs 447 154 442 154 442 154 .

The above schedule represents operating expenditures for the year based on the modified accrual basis of
accounting to be consislent 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, 2019

Limited Tax General Obligation

Bonds
. 2012 Bond Issue
Principal Debl
Cutstanding at
Date of Maturty September 30, Annual Interast
January 1 2018 Payable Total
2020 5 3,565,000 % 586,050 % 4,151,050
2021 3,525,000 444 250 3,969,250
2022 3,485,000 288375 3,781,375
2023 3,580,000 &8, 500 4,079 500
Total remaining paymeants w $ 1416175 § 15931!1?5
Interest rabe 4 00-5.00%
Ciriginal issus § 32 000

In 2018, the principal paymant for the 2000 bond issue was 51,435,000 at an interast rate of 250 percant. This
was the final payment on the 2008 bond issue. The principal payment for the 2012 bond issue was 53,005,000 at

an interest rate of 4.00 percent. Interest payable for the 2009 bond issue and the 2012 bond issue in 2010 was
$25,113 and $719,250, respectively,

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