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Independe nt Aud itor’s Report 
 
 

To the C om m issioners 
Western To wnsh ips U tilities Auth ority 
 

We have aud ited the  accom pan ying basic financ ial statem ents of Western Townsh ips U tilities 
Authority as of Septem ber 30, 20 03 and 200 2 and for t he years th en ended, as listed in the tab le 
o f contents.  These financial statem ents are the responsib ility of Western  Townsh ip s U tilities 
Authority’s m anagem e nt.  Our re sponsib ility is to express an  op in io n on these financial 
statem ents based on o ur aud its. 
 
We conduc ted our aud its in accordance with  aud i ting standards generally accepted in  the U n ited  
States of Am erica.  Those stand ards requ ire th at we p lan an d perform  the aud its to obtain 
reasonab le assurance about whet her the fin ancial st atem ents are free of m aterial m isstatem ent.  
An aud it inc ludes exam in ing, on a test basis, evidence  supporting the am oun ts and d isc losures in 
t he financia l statem en ts.  An au d it also inc lud es assessing the accounting princip les used and 
sign ificant e stim ates m ade by m a nagem ent , as we ll as evaluating the overall financial statem ent  
p resentation .  We be lie ve that  ou r aud its provide a reasonab le b asis for our op in ion.  
 
In our op in ion, the basic financia l statem en ts re ferred to above present  fairly, in a ll m aterial 
respects, th e financial position o f Western Town sh ips U tilities Authority as of Septe m ber 30 , 
2 003 and 2 002 and t he change s in financial positi on , includ ing cash flows, for the years then 
e nded, in c onform ity with acco unting prin cip les  ge nerally acc epted in the U n ited  States of 
Am erica. 
 
The m anage m ent’s d iscussion and  analysis is p res ente d for the p urpose of add itional an alysis and 
is not a requ ired part o f the basic financial stat em ents of Western Townsh ips U tilities Authority. 
We d id not exam ine th is data and , accord in gly, do not  express an  op in ion th ereon. 
 
The accom panying sup p lem ental inform atio n, as id e ntified in the tab le o f contents, is not a 
requ ired part of the b asic financia l statem en ts . The supp lem en tal inform ation is presented for 
t he purpose  of add ition al analysis. Our aud it wa s cond ucted for t he purpose  of form ing op in ions 
o n the financial statem ents that co llective ly com prise  Western Townsh ip s U tilities Authority’s 
b asic financ ial statem e nts.  The supp lem en tal in form ation has been sub je cted to th e aud iting 
p rocedures app lied in the aud it of the basic financ ia l statem en ts and, in our op in io n, is fairly 
stated in all m aterial re spects in re lation to the basic fin ancial state m ents taken as a wh o le. 

 
Decem ber 12, 2003 
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Using this Annual Report 

Western To wnsh ips U tilities Aut h ority (WTUA or th e “Authority”) is a jo int venture of three  
t ownsh ips lo cated in western Wayne C oun ty: C a nto n, Northville, and Plym outh.  Th e prim ary 
ro le of the Authority is to operat e a sewage  tr ansportation syste m  for these com m un ities.  Th is 
annual rep ort consist s of a se ries of fin a ncial statem ents, footnotes, and sup p lem ental 
in form ation.  The state m ent of n et assets and the statem ent of revenue, e xpenses, and change s 
in  net asset s provide in form ation about the financia l activities of the Autho rity.  Th is is fo llowed 
b y the state m ent of c ash flows, wh ich presents  deta iled inform ation abou t the chan ges in the 
Authority’s cash position during the year. The ne xt section inc ludes the notes to t he financia l 
statem ents, wh ich d isclose the  Authorit y’s si gn ificant acco unting po licies and add itional 
in form ation re lated to  certain am ounts inc luded  o n the stat em ent of net assets. The final 
c om ponent  of the an nual report  is the sup p lem e nt al inform at ion, wh ich  is provide d for the 
p urpose of add itional analysis. 

Financial Overview  

In analyzing the Autho rity’s finan cial positio n, it is im p ortant to recogn ize the m ission  of the 
Authority.  All debt of the Autho rity is backed by th e fu ll faith and cred it of its three  m em ber 
t ownsh ips.  From  a fin ancial perspective, th e Auth ority’s core o b jective is to m anage  the long-
t erm  costs o f sewage d isposal for its three m em ber  to wnsh ips.  In essence, the Autho rity acts as 
a condu it fo r its three m em bers.  The am oun ts to be  charged to  its m em be rs will, by d efin ition, 
b e equal to  the Autho rity’s costs of provid in g sewage transportation and treatm ent.  The key 
financial stat istics for th e Authorit y, therefore, re late  to m easurem ents of the ab ility to reduce 
t otal costs t o its m em b ers (as opp osed to the  ab ility to  accum u lat e financial resources).  

The fo llowin g tab le sho ws the tre nd in total operating costs com p ared  to flow vo lum e s: 

20 02 2003
Total costs charged to  townsh ips (operating expenses - Net o f

unrestrict ed interest  earn ings) 9,83 9,616$   9,823,486$   
Total flow (thousands of gallons)* 5,69 6,920     5,510,952     
C ost per t housand ga llons 1.727$          1.783$          

Year Ended Sept em ber 30

 
 
*  For the purpose of th is calcu lation, flow vo lum es are m easu red as the m etered q uantity of 

sewage t ransported  to Ypsila nti C om m un ity U tilit ies Authority (YC UA) p lus an e stim ated 
quantity of sewage sent to Wayne C oun ty (wh ich  is m easure d as a percentage of the water 
purchase d by the Authority’s c om m un itie s from  Detro it, ad ju sted for water-on ly and sewer-
on ly cust om ers).  
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Condensed Financia l Informat ion 

The fo llowing tab le p resents co ndensed in form at io n about th e Authority’s financial position 
c om pared t o the prior year. The  increase in  restri ct ed assets and long-term  debt is a resu lt of 
t he $51,325 ,000 bond  issue in No vem ber 20 02 for the  YC UA e xpansion.  The cap ital assets and 
liab ility payab le from  restricted assets incre ase  is d ue m ain ly to the YC UA const ruction in 
p rocess.  Th e increase in net a sse ts is m ain ly a resu lt of C ant on Townsh ip c ontributing cash for a 
p ortion of t he ir share of the YC U A expansion.  As d iscussed above, the Authority c harges its 
m em bers on ly as cash o r working cap ital is re qu ired.   

September 30 Change
2003 2002 Amount Percent

Current assets: 3,376,392$    4,307,272$  (930,880)$      (21.6)        
Due from YCUA -                     37,738         (37,738)          (100.0 )      
Restricted assets 54,893,637    3,989,377    50,904,260    1,276.0    
Capital assets 98,105,035    73,859,509  24,245,526    32.8         

Total assets 156,375,064  82,193,896  74,181,168    90.3         

Current liabilities: 3,984,892      4,925,272    (940,380)        (19.1 )        
Liabilities payable from restricted assets 5,599,991      224,813       5,375,178      2,391.0    
Long-term debt 118,225,767  68,073,655  50,152,112    73.7         

Total liabilit ies 127,810,650  73,223,740  54,586,910    74.5         

N et assets:
Invested in capital assets - Net of debt 8,556,347      4,985,854    3,570,493      71.6         
Restricted assets 19,816,567    3,802,302    16,014,265    421.2       
Unrestricted 191,500         182,000       9,500             5.2           

Total net assets 28,564,414$  8,970,156$  19,594,258$  218.4       
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Condensed Financia l Informat ion (C ont inued) 
 
The fo llowing tab le p resents c ondensed info rm ation about the Autho rity’s reve nues and 
e xpenses co m pared to  the prior year.  
 
TABLE 2

Year Ended September 30 Change
2003 2002 Amount Percent

Earned revenue from townshi ps 9,823,486$    9,839,616$  (16,130)$        (0.2 )          
Interest on operating cash 13,351           24,072         (10,721)          (44.5)        

Total revenue 9,836,837      9,863,688    (26,851)          (0.3)          

Sewage treatment char ges 6,705,725      6,781,165    (75,440)          (1.1 )          
Operation and maintenance 1,326,666      1,290,306    36,360           2.8           
Administrative and other 630,796         581,950       48,846           8.4           
Sewage capacity rental 1,164,150      1,198,767    (34,617)          (2.9)          

Total operating expenses 9,827,337      9,852,188    (24,851)          (0.3)          

Other nonoperating income (expense) 739,608         (793,072)      1,532,680      (193.3)      

Net income (loss) - Before capital
contributions 749,108         (781,572)      1,530,680      (195.8 )      

Contributions from townships 18,845,150    4,882,637    13,962,513    286.0       

Change in net assets 19,594,258$  4,101,065$  15,493,193$  377.8       

 
Sewage tre atm ent charges were  do wn, m ain ly due t o dry weat her cond itions resu lting in less 
flow.  Adm in istrative and other c osts were up fo r two reasons.  Insurance  costs nearly doub led  
from  the p revious ye ar.  The Authority a lso h ired a constru ction m anagem ent o bserver to  
o versee the  construct ion at the YC UA p lan t to pr ot ect the Au thority’s in terest in th e pro ject, 
resu lting in increased salaries.  The contribu tions from  town sh ips incre ased due to C anton  
Townsh ip fu nd ing a po rtion of the ir share o f the YC U A expansio n costs with  cash. 

Budgetary Highlight s  

During the year, the Authority m a de very few am end m ents to it s budget. C osts cam e in slightly 
u nder budget.  
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Capital As set and Debt Administration  

During the current year, the Auth ority m anaged the fo llowing cap ital im provem ent pro jects:  

Em ergency wet weath er system 92,145$        
YC UA expansion (inclu des $1,39 8,688 of cap italized int erest) 2 5,740,357   
Midd le Rou ge intercep tor repairs 236,827        
GIS orthom app ing 18,325          
Effluent d ischarge p ipe 30,026          
Plym outh flow by-pass design 5,000            
Pum p statio ns instru m entation u pgrade 672               

Total cap ita l pro ject ad d itions 2 6,123,352$ 
 
The em ergency wet weather system  represents th e final cost s of a storage and d isinfection 
system  at t he lower R ouge pum p station.  Th e YC U A wastewater treat m ent p lant  expansion  
c onsists of two com po nents; exp ansion of t he m a in sewage treatm ent p lan t and con struction o f 
t he UV d isin fection system .  The  UV d isinfe cti on system  was c om p leted and operat ions were 
started during the year.  The exp ansion of th e m a in p lant is we ll u nder way and on sch edu le with 
a com p letio n in 2006.  The m idd le Rouge sewer repa ir invo lve d the lin ing of a portion of the 
in terceptor in Plym out h and Nort hville Town sh ips, wh ich will extend the life of the existing lines 
for 50 or m ore years.  As a resu lt, the Auth ority’ s tot al investm e nt in cap i tal assets in creased to  
o ver $114 m illion (befo re conside ring deprec iation).  

The expand ed YC UA p lant will have capacity su ffic ient to han d le the Authority’s anticipated 
m em ber to wnsh ip sewage flows through t he year  2 025.  WTUA’s share  of th is expansion is 
c urrently estim ated at  approxim ate ly $73 m illion.  Th e townsh ip s have utilized curren t funds of 
approxim ate ly $22 m illion, and th e Authorit y is sued $51,350,00 0 in bonds in Novem ber 2002.  
In connectio n with th is new finan cing, the Au thorit y re ce ived a c red it rating  of AA from  Standard  
and Poor’s, exem p lifyin g the stron g financ ia l position o f our m em b er com m u n ities.  

Economic Factors and Next Year’s Budgets and Rates  

There was a substantial increase in long-term  de bt in  the 2002/2003 fiscal year, due to the deb t 
o b ligation for the YC UA p lant expansion  wh ich was issued  on Novem ber 1, 2002 for 
$ 51,325,00 0. 

The YC UA sewage treatm ent p lant expan sion pr o je ct d iscusse d above w ill have a sign ificant  
p ositive im p act on the future cost  of sewage  d i sposal t o the thre e m em ber townsh ips in the long 
t erm .  C urrent estim ates are th at th is increase is expected to  be less th an the inc reases that 
wou ld have  resu lted  from  lon g-term  partic ipation  in the Wayne C o unty/Detro it sewage  
t reatm ent system .  
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Sewage treatm ent charges repres ent appro xim ate ly 72  percent o f the Auth ority’s budget for the 
n ext fiscal year.  The  Authority’s budget fo r the ye ar end ing Septem ber 30, 2004 forecasts a 
m oderate in crease in sewage flow vo lum e and rates.   

Contacting the Authority’s Management  

Th is financia l report is intended to provid e our m e m ber town sh ips and WTUA bo ndho lders 
with a gene ral overvie w of the Authority’s fi nances and to show the Auth ority’s acc ountab ility 
for the m on ey it rece ives from  th e m em be r townsh i p s.  If you have quest ions about  th is report  
o r need add itional inform ation, we  we lcom e  you to co ntact the d irector of operations. 
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St atement  of Net  Assets 

Se ptem ber 3 0
2003 2002

Assets
C ash (Note 4) 52 ,959$            1,332,469$    
Due fro m  m em be rs 1,773 ,154         1,955,183      
B illing lo okback - Due from  m em bers (Note 6) 77 ,026              -                     
U nb ille d rece ivab le : 

De bt service 1,469 ,157         909,875         
C ap ital im provem ent 672                   74,713           

Prepaid  expenses 3 ,424                35,032           
Due fro m  YC UA -                   37,738           
Restric ted assets:  

C ash and inve stm ents (Note 4) 54,797 ,157       3,989,377      
Acc rued interest rece ivab le 96 ,480              -                     

C ap ital assets - Ne t (Note 5) 98,105 ,035       7 3,859,509    

Total assets 156,375 ,064     8 2,193,896    

Liabilities
Accoun ts payab le 1,715 ,735         1,407,811      
B illing lo okback - Due to m em bers (Not e 6) -                       643,436         
Accrue d interest p ayab le 1,469 ,157         909,875         
Advanc es from  townsh ips for YC UA ren tal capacity -                       1,164,150      
Long-te rm  debt d ue with in o ne year 800 ,000            800,000         
C urren t liab ilities p ayab le from  restricted  assets:

C o nstruction retainers payab le 2,067 ,558         96,362           
C o nstruction contracts p ayab le 3,532 ,433         128,451         

Long-te rm  debt - Due in m o re than one  year (Not e 7) 118,225 ,767     6 8,073,655    

Total liab ilities 127,810 ,650     7 3,223,740    

Net Asset s
Investe d in cap ital assets - Ne t of re lated  debt 8,556 ,347         4,985,854      
Restric ted for cap ital purpose s 19,816 ,567       3,802,302      
U nrest ricted 191 ,500            182,000         

Total net assets 28,564 ,414$  8 ,970,156$  
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Statement  of Revenue, Expenses, and  
Changes in Net  Assets  

Year En ded Septem ber 30
2003 2002

Operating Revenue
Earned  revenue from  townsh ips 9,823 ,486$      9,839,616$      
Interest earned on  operating cash 13 ,351             24,072             

Total operating revenue 9,836 ,837        9,863,688        

Operating Expenses
Sewage  treatm en t charges 6,705 ,725        6,781,165        
Operat ion and m a intenance 1,326 ,666        1,290,306        
Adm in istrative and  other 630 ,796           581,950           
Sewage  capacity rental 1,164 ,150        1,198,767        

Total operating e xpenses 9,827 ,337        9,852,188        

Operating Income 9 ,500               11,500             

Nonoperating Revenue (Expenses)
Interest earn ings o n restricte d assets 224 ,300           217,489           
Debt b illings to to wnsh ips 6,337 ,954        6,293,252        
Arb itrage refund from  the IR S for the 19 89 series b onds -                       303,960           
So lid waste expen ses -                       (3,306 )              
Interest expense (3,615 ,499)       (5,533,601 )       
Deprec iation (1,877 ,827)       (1,797,258 )       
Am ortization (329 ,320)          (273,608 )          

Total nonoperat ing revenue  (expense s) 739 ,608           (793,072 )          

Net Incom e (Loss) - Before cap ital contrib utions 749 ,108           (781,572 )          

Capital Contributions from Townships 18,845 ,150      4,882,637        

Change in Net Assets 19,594 ,258      4,101,065        

Net Asset s - Beginn ing of year 8,970 ,156        4,869,091        

Net Asset s - End of year 28,564,414$  8,970,156$    
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St atement  of Cash Flows 

Year Ended September 30

2003 2002

Cash Flows from Operat ing Activitie s
Cash received from townshi ps 8,120,903$      10,698,408$   
Cash payments to suppliers for goods and services (9,346,811 )       (9,165,625 )      
Cash payments to employees for services (350,205)          (305,397)         

Net cash provided b y (used in) operating activities (1,576,113 )       1,227,386       

Cash Flows from Ca pita l and Related Financin g Activities
Collection of debt bill in gs to townshi ps 5,778,672        5,383,377       
Principal and interest  paid on long-term debt (5,936,250 )       (9,177,515 )      
Proceeds from issuance of debt 50,969,328      75,244,089     
Payments related to issuance of debt (188,958)          (1,038,940 )      
Payments for refunding of 1991 debt issue -                      (73,865,000 )    
Payments for defeasance of 1991 debt issue -                      (10,613,227 )    
Cash received from r efund of arbitrage -                    303,960          
Capital contributions from members 18,919,191      4,879,331       
Collection from YCUA 37,738             -                      
Payments for the acquisition or construction of capital assets (19,140,276)     (4,291,143)      

Net cash provided by (used in) capital and related 

financing activities 50,439,445      (13,175,068)    

Cash Flows from Investing Activities  - Interest r eceived on investments 664,938           241,561          

N et Increase  (Decrease ) in Cash and Cash E quivalents 49,528,270      (11,706,121 )    

Cash and Ca sh Equivale nts - Beginning of year 5,321,846        17,027,967     

Cash and Ca sh Equivale nts - End of year 54,850,116$  5,321,846$    

Reconciliation of Operat ing Income  to Cash Flows from
Operat ing Activitie s

Operating income 9,500$             11,500$          
Less interest included in oper ating revenue (13,351)            (24,072)           
Adjustments to r econcile operating income to net cash f rom 

operating  activities - Chan ges in assets and liabilities:
Decrease in due from members - Monthl y billings 182,029           1,715,865       
Increase in due from members - Billin g lookback (77,026)            -                      
(Increase) decrease in prepaid expenses 31,608             (2,222)             
Increase in accounts payable 98,713             418,005          
Decrease in advances from townshi ps - YCUA rental

capacit y (1,164,150 )       (34,617)           
Decrease in due to members - Billing lookback (643,436)          (857,073)         

Net cash provided by (use d in) operating activities (1,576,113)$  1,227,386$    

Balance She et Classifica tion of  Cash and Cash Equivalents
Unrestr icted cash 52,959$           1,332,469$     
Restricted cash and investments 54,797,157      3,989,377       

Total cash and cash equivalents 54,850,116$  5,321,846$    
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Not e 1 - Nat ure of Ent it y 

Western Townsh ips U tilities Au thority (th e “Autho rity”) is a jo int ventu re of the 
C harter Townsh ips o f C anton, Northville, and Plym outh and was create d pursuant  
to Act 23 3, Mich igan  Pub lic Ac ts of 1955 .  Its allowed purpose is to acq u ire and 
operate a sewage d isposal system , a so lid waste m an agem ent system , and/or a water 
supp ly syst em .  The Authority cu rrently ope r ates a sewage tran sportation system  for 
these com m un ities. 

The Intern al Revenue  Service has ru led that the Aut hority is a p o litical subd ivision of 
the State o f Mich igan  and, as a re su lt , is exem pt from  federal inc om e tax. 

Not e 2 - Summar y of Sign ificant  Account ing Polici es 

The accou nting po lic ies of the Authority c onform  to accounting princip les generally 
accepted in the U n it ed States o f Am erica as app licab le to gove rnm ental u n its.  The 
fo llowing is a sum m ary of the sign ificant acco unting po licies: 

Reporting Entity - The ac com panyin g basic fin ancial stat em ents h ave been 
prepared in accordan ce with c riteria es t ab lished by the Gove rnm ental Accounting 
Standards Board for determ in ing the vari ous governm ental organ izatio ns to be  
included in  the reporting entity.  In acco rdance wit h these gu ide lines, th ere are no  
com ponen t un its to b e included  in these financial stat em ents. 

Basis of Accounting - The accrual basis of accoun ting is use d by the Authority.  
The Auth ority fo llo ws all pronouncem en ts of the Gove rnm ental Accounting 
Standards Board and  those of t he Financia l Accounting Standards Board issued prior 
to Novem ber 30, 19 89.  The Authority has e lected  not to fo llow privat e sector 
standards issued after Novem be r 30, 1989. 

Use of Estimates - The pre paration o f financial statem ents in conform ity with 
accounting princip les generally accepted in  the U n ited States of Am eric a requ ires 
m anagem e nt to m ake  estim ate s and assum ptions that  affect  the  reported am ounts o f 
assets and  liab ilities and d isclosu re of contin gent assets and liab ilit ies at the date o f 
the financ ial statem e nts and the  reported am ounts of revenue  and expen ses during 
the period .  Actual re su lts co u ld  d iffer from  those est im ates.  

Operating Revenue  - Operat ing revenu e represen ts b illings t o m em ber townsh ips 
based on the Authority’s operating expen s es.  Therefore, the  Authority has shown  
depreciatio n expense  as a nonop erating ex pense for the purpose of the st atem ent of 
revenue, e xpenses, and change s in net asse ts. 
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Not e 2 - Summar y of Sign ificant  Account ing Polici es (Cont inued) 

Cash Equivalents - For the pu rpose of th e statem en t of cash flows, all h igh ly liqu id 
investm en ts with original m aturities of th ree m ont hs or less are conside red to be  
cash equ ivalents.  In add ition, th e statem e n t of cash  flows includes both restricted 
and unrest ricted cash  and cash e qu ivalents. 

Investments - Inve stm ents are recorded  at fair  value, base d on quot ed m arket  
prices. 

Due from  Members - Due  from  m e m bers rep resen ts am ounts th at will be  
co llected from  the three townsh ips to pay for t he Authority’s operational and 
adm in istrative costs and for re im burs em e nt of cap ita l-re lated c osts.   

Unbilled Receivable - U nb ille d rece ivab le represen ts  am oun ts that have not been  
b illed to th e townsh ip s for debt service and  ca p ital p ro jects as o f the end o f the year. 
The Auth ority has accrued int erest paya b le in an  am ount e qual to th e unb illed  
rece ivab le  for debt se rvice.  

Restricted Assets  - C ertain  assets are restrict ed by t he Authority’s bond  
ord inance.  When an expense  is incurred  th at allo ws the use  of restric ted assets, 
those asse ts are app lied before utilizing an y unrestrict ed assets. 

Capital Assets  - All cap ital assets are re corded at cost or, if donate d, at the ir 
estim ated fair value on the da te donate d.  Depre ciation on such cap it al assets is 
charged as an expense against th e operatio ns of the Authority. 

C ap ital assets are d epreciated using the straight-line m ethod  over the  fo llowing 
usefu l lives: 

Land rest oration 15 years
Furn iture  and equ ipm ent   7 years
U tility syst em :

Equalization basin  and pum p  station 40 years
Sewage transm ission lines 60 years

 
Other acc ounting po licies are d isclosed in other note s to the fin ancial state m ents. 
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Not e 3 - St ewardship, Comp liance, and Account abilit y 

Budgetary Information - An  annual bu dget is ad opted on the m od ifie d accrual 
basis of accounting, wh ich is a com pre hensive basis of accounting used for 
governm e ntal fund-t ype operat ions; it d iffe rs from  accounting princip les generally 
accepted in the U n it ed States o f Am erica for proprietary fund-type operations such 
as the We stern Townsh ips U tilities Authority.  The annual bud get is prep ared by the  
Authority’s accountan t and is ad opted by the Autho rity’s Board of C om m issioners; 
subsequen t am endm ents are ap proved by the Authority’s Board of C om m issioners.  

The budge t has been  adopted o n an activit y basis; expend itures at th is leve l in excess 
of am ount s budgeted  are a vio lation of Mi ch igan law. During the curren t year, the  
budget was am ende d after year end. A com p ariso n of actua l resu lts of operating 
expend itu res to the  budget adopted b y the Bo ard of C o m m issioners for the 
Enterprise  Fund is inc luded in th e supp lem e ntal inform ation.  

There we re no sign ificant budge t ov errun s at Septem ber 30, 20 03 and 200 2.  

Not e 4 - Deposit s and Invest ment s  

Mich igan C om p iled L aws, Section 129.91, au thorizes local go vernm enta l un its to 
m ake dep osits and in vest in the  accounts of  federa lly insured banks, cred it un ions, 
and savings and loan  association s that have offices in  Mich igan.  The loca l un it is 
allowed to  invest in bonds, sec urities, an d other d irect ob ligations of th e U n ited 
States or any agency or instrum e ntality of  the U n ited  States; rep urchase agreem ents; 
bankers’ acceptances of U n ited States ba n ks; com m e rcial paper rated with in the two 
h ighest classifications, wh ich m atures not  m ore th an 270 d ays after t he date o f 
purchase; ob ligations of the Stat e of Mich ig an or its po litical su bd ivisions, wh ich are 
rated as in vestm ent grade; and m utual fun d s com po sed of inve stm ent ve h icles that 
are legal fo r d irect investm ent by lo cal un its of govern m ent in Mich igan. 

The Autho rity has de signated two banks for the de posit of fu nds.  The investm ent  
po licy adop ted by the  Board in accordance  with Pub lic Act 20 o f 1943 (as am ended) 
has authorized the Authority to  deposit an d invest in all investm ents allowed by the  
State statu tory autho rity as list ed above. The Auth ority’s dep osits and investm ent  
po licies are  in accordance with statutory au thority. 
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Not e 4 - Deposit s and Invest ment s (Cont inued) 

The Auth ority’s cash  and investm ents are  in cluded  on the st atem ent o f net asset s 
under the  fo llowing c lassification s: 

2003 2002
C ash 52,959$             1,332,469$       
Restricted  assets 54,797,157       3,989,377         

Total 54,850,116$      5,321,846$        

The above am ounts are cla ssified by Go vernm ent al Accoun ting Standards Board  
Statem ent  No. 3 in th e fo llowing categories: 

2003 2002

Bank dep osits (check ing accoun ts, savings
accou nts, and ce rtificates of deposit) 8,063,588$        1,909,169$       

Investm en ts in securities, m utua l funds, and  
sim ilar veh icles 46,786,528       3,412,677         

Total 54,850,116$      5,321,846$        
 

The Autho rity’s depo sits and investm ents are com prise d of the fo llowing: 
 

Deposits Investments Deposits Investments

Unrestricted 658$              52,301$            1,332,469$    -   $                  
Restricted for construction purposes:

YCUA WWTP Design account -                     -                       -                     35,480              
YCUA WWTP Construction account -                     -                       -                     3,256,667         
YCUA Construction Account Trust 8,041,975      44,089,946       -                     -                       
Assets held at Wayne County -                     23                     -                     22                     

Restricted for solid waste purposes 20,955           -                       -                     24,146              
Restricted for retainages -                     2,067,558         -                     96,362              
Restricted for capital replacement and

improvement -                     576,700            576,700         -                       

Total 8,063,588$    46,786,528$     1,909,169$    3,412,677$       

2003 2002
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Not e 4 - Deposit s and Invest ment s (Cont inued) 

Deposits 

The above  deposits were reflec ted in the  accounts o f the bank (without recogn ition  
of checks written bu t not yet cleared or of deposits in transit) at $8,06 3,701 and  
$1,041,04 9 at Septe m ber 30, 2003 and  2002, re spective ly.  Of those  am ounts, 
approxim ate ly $400,0 00 and $1 00,000 was covere d  by federa l depository insurance  
at Septem ber 30, 20 03 and 20 02, respect ive ly.  Th e rem ainde r was un in sured and 
unco llatera lized. 

Investments 

At Septem ber 30, 2 003, the Authority’s inve stm en t balances were cate gorized as 
fo llows: 
 
U .S. governm ent sec urities, he ld by count erparty's trust

departm ent, in t he Authority's nam e 1 0,015,900$    
Mutual fun ds (not su b ject to cat egorization ) 3 6,770,628      

Tota l 4 6,786,528$    
 
At Septem ber 30, 2 002, the Authority’s in vestm e nts consisted entire ly of bank 
investm en t poo ls. 

The bank investm en t poo ls and  m utual fu nds consist  of bank trust funds, wh ich are 
he ld by t he Trust Departm en t of the b a nk and are regu lated by the  Mich igan  
Banking Act. The fa ir value of the positi on in the  bank inve stm ent po o l and the  
m oney m arket m utu al funds is the sam e as  the valu e of the p oo l shares. The bank 
investm en t poo ls and  the m o n ey m arket m utual fun ds ar e no t categorized because  
they are n ot evidenc ed by secu rities that exist in ph ysical or bo ok entry fo rm . The 
Authority be lieves th at the investm ents in  the fun ds com p ly with the investm ent  
authority n oted above.  

The Auth ority’s inve stm ent in U .S. govern m ent se curities at Septem be r 30, 2003  
consists of securities issued by th e Fede ra l Hom e Lo an Bank. These invest m ents are 
usually no t backed by the fu ll faith and cred it of the U .S. governm en t, but are  
generally c onsidered to offer m odest cred it  risks.  The yie ld s provided  by these 
m ortgage-re lated sec urities h isto rically ha ve exceed ed the yie lds on othe r types of 
U .S. governm ent sec urities with  com parab le  m aturit ies, in large  m easure due to the  
potential for prepaym ent.  Pre paym ent c ou l d resu lt in d ifficu lty in re investing the 
prepaid am ounts in in vestm ents with com p arab le yie ld s.  

 



West ern Tow nships Ut ilit ies Aut horit y 

Notes t o Financial Stat ements 
September  30,  2003 and 2002 

   15

Not e 5 - Capit al Asset s 

C ap ital asset activity for the year ended Se ptem ber 3 0, 2003 was as fo llows: 

2002* Increase Decrease 2003

Capital asset s not being depreciated:
Land 2,136,913$       -   $                  -   $                 2,136,913$       
Construction in progress:

Equity in YCUA sewage plant 3,694,146         25,740,357       (2,367,100)      27,067,403       
St orage and disinfection building 1,000,652         92,145              (1,092,797)      -                       

Other capital projects -                       23,997              -                      23,997              

Subtotal 6,831,711         25,856,499       (3,459,897)      29,228,313       

Capital asset s being depreciated:
Land restoration costs 2,412,243         -                       -                      2,412,243         
Utility system:

Sewage transmission lines 42,589,898       266,853            -                      42,856,751       
Equalization basin and

pump station 35,913,003       1,092,797         -                      37,005,800       
Equity in YCUA 1,078,792         2,367,100         -                      3,445,892         

Furniture and office equipment 55,898              -                       (14,822)           41,076              

Subtotal 82,049,834       3,726,750         (14,822)           85,761,762       

Less accumulated depreciat ion for: 
Land restoration costs (1,407,142)       (160,816)          -                      (1,567,958)       

Utility system:
Sewage transmission lines (5,752,585)       (714,277)          -                      (6,466,862)       

Equalization basin and
pump station (7,718,948)       (946,059)          -                      (8,665,007)       

Equity in YCUA (87,578)            (56,559)            -                      (144,137)          

Furniture and office equipment (55,783)            (115)                 14,822             (41,076)            

Subtotal (15,022,036)     (1,877,826)       14,822             (16,885,040)     

Net capital assets being depreciated 67,027,798       1,848,924         -                      68,876,722       

Total capital  assets - Net of depreciation 73,859,509$     27,705,423$     (3,459,897)$    98,105,035$     

 
* Based on review of project histories, certain amount s have been reclassified from prior year.  The total  

amount of capital assets has not changed from prior year. 
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Not e 5 - Capit al Asset s (Cont inued)  

Construction Com mitments  - The Au thority has one active  construction pro ject 
at year en d, the expansion of the YC UA p lant.  The purpose of the YC UA p lant  
expansion  is to im pro ve and expand the YC UA wastewater treatm ent facilities and  
to provide  transportation and treatm ent of wastewater for th e C harter Townsh ips 
of C anton , Northville , and Plym outh.  At  year end , the Auth ority’s com m itm ents 
with contractors are as fo llows: 

Total R em ain ing
C om m itm en t Spent t o Date C o m m itm ent

YC UA Plant Expansio n 73,026,82 1$  24,70 6,989$ 4 8,319,832$ 
 
In add ition  to the ab ove costs, engineerin g and design costs for the YC UA p lant 
expansion  have bee n incurred  in the am ount of $3,328,826 .  Th is ph ase of the  
pro ject was com p lete  as of Sept em ber 30, 2002. 

The m ajority of the costs assoc iated with  the p lan t expansio n are be in g financed  
through c ash contrib utions from  the townsh ips of approxim ate ly $22,000 ,000 and 
$51,325,0 00 in Sewage Disposal System  Bonds (L im ited Tax General Ob ligation), 
Series 200 2.  The townsh ips have ent ere d into a contrac t with the  Authority 
whereby t he townsh ips have agreed to pay th e princ ipal and int erest on th e bonds as 
they beco m e due. 
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Not e 6 - Due t o ( from) M embers -  Billing Lookback 

At Septem ber 30, 2 003 and 2 002, the am ount du e to m em ber town sh ips is as 
fo llows:  

2003 2002

Operating activities:
Monthly billlings 9,750,873$   10,102,537$  
Actual operating expenses - Net  of interest

earnings and planned working capital addition (9,823,486)    (9,839,616)     

Total operating activities (72,613)         262,921         

Debt activities:
Debt invoiced to townshi ps for 2001 bond issue 4,384,608     3,562,875      
Debt invoiced to townshi ps for 2002 bond issue 1,355,172     -                     
Debt invoiced to townshi ps in prior year 38,892          -                     
Semiannual principal and interest payments on debt (5,936,250)    (3,562,875)     
Contribution for October 2001 defeasance -                    1,039,689      
Proceeds from 2001 bond issue -                    75,324,432    
Proceeds from 2002 bond issue 50,811,750   -                     
Accrued interest received from 2002 bond issue 157,578        -                     
Transfer to escrow agent -                    (75,949,446)   
Transfer to Construction Account Trust - Net  of

accrued interest and issuance costs of $157,578 
and $188,958, respectively (50,622,792)  -                     

Costs of issuance (188,958)       (283,971)        
Contribution for Au gust 2002 defeasance -                    911,516         
Transfer to escrow agent -                    (911,516)        

Total debt activities -                    130,704         

Capital activities:
Billed as part of the monthl y invoices 369,869        1,583,077      
Capital contribution from Canton 18,470,869   -                     
Transfer to Construction Account Trust (18,470,869)  -                     
Special billings for capital items -                    3,511,917      
Cash paid for capital asset ac quisitions (396,646)       (1,401,519)     
Constr uction account funding -                    (3,511,917)     

Total capital activities (26,777)         181,558         

Non-budgeted increase in working capital 22,364          68,253           

Total billing lookback (from) to townships (77,026)$       643,436$        
 
In add ition , approxim ate ly $54,200,000 and $3,300 ,000 as of Septem be r 30, 200 3 
and 2002 , respective ly, was b e ing he ld in  trust re lated to the YC UA expansion  
pro ject. 
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Not e 7 - Long-t er m Debt  

Long-term  debt activity for the year ended  Septem be r 30, 2003 was as fo llo ws: 

Beginning 
Balance

Current Year 
Additions

Curr ent Year 
Reductions

Ending
 Balance

2001 General Obli gation Bond with interest
rates from 3.5% to 5.25%, maturin g through
2019 (used to fund the WTUA collection
system) 73,525,000$  -   $                (800,000)$     72,725,000$    

2002 General Obli gation Bond with interest
rates from 3.00% to 5.00%, maturin g through
2023 (used to fund the YCUA plant expansion -                     51,325,000    -                    51,325,000      

Less:
Deferred amount on 2001 refunding (4,651,345 )     -                     297,401        (4,353,944)       
Unamortized bond issue costs on 2002 issue -                     (188,958)        8,589            (180,369)          
Unamortized discount on 2002 issue -                     (513,250)        23,330          (489,920)          

Total long-term debt 68,873,655    50,622,792    (470,680)       119,025,767    

Less current portion (800,000)        800,000         (800,000)       (800,000)          

Long-term debt - Net of current

 portion 68,073,655$  51,422,792$  (1,270,680)$  118,225,767$   
 
Debt Service Requirements  

The annua l principal and interest requ irem ents  to service all d ebt outstan d ing as of 
Septem be r 30, 2003 are as fo llo ws: 

Years End ing 
Septem ber 30 Prin cipal Interest Total

20 04 8 00,000$        5,860 ,625$         6,660,625$     
20 05 1,4 00,000       5,819 ,125          7,219,125       
20 06 4,8 25,000       5,676 ,250          1 0,501,250     
20 07 5,5 00,000       5,423 ,875          1 0,923,875     
20 08 5,5 00,000       5,146 ,375          1 0,646,375     

 2009 -2013 35,6 50,000     20,705 ,438        5 6,355,438     
2014 -2018 48,5 00,000     10,404 ,375        5 8,904,375     
2019 -2023 21,8 75,000     2,456 ,253          2 4,331,253     

Total 124,0 50,000$ 61,492 ,316$       18 5,542,316$  
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Not e 7 - Long-t er m Debt  (Cont inued) 

Interest 

For the ye ar ended Septem ber 30, 2003, interest expense for the Autho rity (net of 
interest e arned on bond pro ceeds of  $523,767) totaled $ 5,014,187 , of wh ich  
$1,398,68 8 was cap italized.  F or the ye ar  ended  Septem b er 30, 200 2, interest 
expense fo r the Auth ority (net o f accretion  of intere st on cap it al appreciat ion bonds 
of $769,74 8) totaled $4,763,852 . 

Defeased Debt  

At Octobe r 1, 2001, the Authority’s 1991 G ene ral Ob ligation B onds consisted of the 
fo llowing am ounts: 

Noncap ita l appreciat ion bonds 7 3,865,000$ 
C ap ital ap preciation bonds 6,846,646     

Tot al 8 0,711,646$  

On Octob er 1, 2001 , the Auth ority issued  $74,350,0 00 in sewage d isposa l system  
refund ing bonds with  an average interest  rate of 4 .8 percent ; the proc eeds were  
used to advance refund $73,86 5,000 of nonc ap ital appreciatio n bonds o utstand ing 
with an average interest rate of 6.6 perc e nt.  The ne t proceeds of $74,909 ,711 (after 
paym ent o f $1,038,9 40 in und erwriting fees, insurance, and other issuance costs) 
p lus an add itional $1,0 39,689 of cash contribu tions from  the townsh ips we re used to 
purchase U .S. governm ent se curities.  Those se curities we re deposited in an 
irrevocab le  trust with  an escrow agent an d were used to pay off the ent ire am oun t 
of the non cap ital app reciation bo nds outs tand ing prio r to Septe m ber 30, 2 002.  The 
advance re fund ing re duced tota l debt serv ice paym ents over t he next 1 7 years by 
approxim ate ly $13,0 00,000, wh ich represents an e conom ic gain of app roxim ate ly  
$8,000,00 0. 

On August  1, 2002, t he Authority defeased  the rem a in ing cap ita l appreciat ion bonds, 
wh ich had  an im pute d average interest rate of 6.7 p ercent.  In  order to defease th e 
bonds, the  Authority used $10,613,227 ($ 4, 008,059  of cash co ntribution s from  the 
Townsh ips and $6,6 05,168 in accounts u nder the  Indenture  Trust for the Series 
1991 Bon ds) to pu rchase U .S. govern m ent  sec urities. Th ose securities were  
deposited in an irrevocab le trust with an e scrow age nt to be u sed to pay the debt 
service on  each sche du led paym ent date t h rough January 1, 2 005.  As a resu lt, the  
bonds are  considere d to be d efeased an d the liab ility for th e bonds h as been 
rem oved from  the liab ility sectio n of the ba lance sheet .   
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Not e 8 - Lease Commit ment  

The Autho rity has en tered into an agreem e n t with t he Ypsilant i C om m un ity U tilities 
Authority (YC UA), un der wh ich  the Autho rity obtain s certain rights to use  a portion 
of the treatm ent cap acity of the  YC UA wast ewater t reatm ent p lant.  Th is agreem ent  
requ ires a rental paym ent on No vem ber 17  each year through Novem ber 17, 2033.   

Annual paym ent requ irem ents fo r the above are as fo llows: 

 Ye ars End ing 
Sep tem ber 30  Am ount

2004 1 ,125,477$    
2005 1 ,085,171      
2006 1 ,041,915      
2007 995,711         
2008 780,672         

2 009-2013 3 ,522,023      
2 014-2018 2 ,747,979      
2 019-2023 1 ,815,663      
2 024-2028 1 ,253,349      
2 029-2033 1 ,048,311      

Total 15 ,416,271$   

The Autho rity m ay re new th is le ase for tw o add ition al successive 33-year p eriods. 

Not e 9 - Risk Management  

The Auth ority is exp osed to various risks of loss re lated to property lo ss, torts, 
errors and  om issions, and em p loyee in juries (worke rs’ com pen sation), as we ll as 
m ed ical be nefits provided to em p loyees.  The Auth ority has p urchased c om m ercial 
insurance for m ed ic al benefits provided to em p loyees, and  participat es in the  
Mich igan Mun icipal R isk Managem ent Au thor ity St ate Poo l for claim s re lating to 
property lo ss, torts, and em p loye e in juries. Settled claim s re lating to the com m ercial 
insurance have not exceeded th e am ount o f insuranc e in any of the past th ree years. 

The Mich igan Mun ic ipal Risk Managem e nt Autho rity State Poo l operates as a 
com m on risk-sharing m anagem ent progra m  for local un its of governm ent in 
Mich igan; m em ber p rem ium s are used to  purchase com m ercial excess insurance 
coverage and to pay m em ber cla im s in excess of ded uctib le am o unts. 
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Not e 10 - Defined Cont ribut ion Ret irement  Plan 

The Aut hority provides pensio n benefits to  all of it s fu ll-tim e em p loyees through a 
defined c ontribution  p lan.  In a defined co nt ribution  p lan, bene fits  depen d so le ly on  
am ounts contribute d to the p lan p lus inve stm ent e arn ings.  Em p loyees are e ligib le 
to partic ipate from  the date  of em p loy m ent.  As estab lish ed by the  personne l 
po licies m anual, the  Authority c ontributes 15 percen t of em p loyees’ gross earn ings 
and em p loyees con tribute 5 percent o f earn ings.  Em p loye es are 10 0 percent  
vested after a perio d of five ye ars.  In ac cordance with these requ irem en ts, for the 
fiscal years ended Septem be r 30, 200 3 and 20 02, the Authority c ontributed  
approxim ate ly $31,4 00 and $3 2,100, resp ective ly. 



 
 
 

    

Supplemental Information 
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Sched ule of Operat ing Expenditures 
Bud get  and  Actual 

Year  End ed Sept ember  30, 2003  

Original 

Budget

Final 

Amended 

Budget Ac tual

Variance 

Favorable 

(Unfavorable)

Se wage  Tr eatm e nt C harge s 6,506,333$  6,711,500$ 6,705,725$  5,775$          

Operation  and Mainte nance  Co sts 1,513,526$  1,513,526$ 1,326,666$  186,860$      

Adm inistrative  Costs
Salaries 230,922$       288,136$      257,406$       30,730$          
Benefits 95,069           105,110        92,799           12,311            
Office expenses 49,792           54,942          49,749           5,193              
Insurance 90,000           91,000          90,607           393                 
Bank and bond servic e fees 15,000           8,850            6,789             2,061              
Consultants:

Legal 42,500           42,500          39,031           3,469              
Financia l 39,990           39,990          31,995           7,995              

Indirect engineering 69,000           69,000          62,420           6,580              

Total administrative costs 632,273$     699,528$    630,796$     68,732$        

Se wage  Capacity Re n tal Costs 1,049,779$  1,164,150$ 1,164,150$  -   $               

 
The above schedule represents operating expenditures  for the year based on the modified accrual basis 
of accounting, to be consistent w ith the basis of  accounting used in preparation of the budget. 
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Schedule of Indeb tedness 
Sept ember  30, 2003  

Limited Tax Genera l Obligation Bonds 

2 001 Bond Issue (origin a l principa l $74,350,000) 

20 03 2002

4.00 2003 -   $                     800 ,000$          3,623,500$       
4.00 2004 800,000              800 ,000            3,591,500         
4.00 2005 900,000              900 ,000            3,557,500         
5.25 2006 4,000,000           4,000 ,000         3,434,500         
5.25 2007 4,000,000           4,000 ,000         3,224,500         
5.25 2008 4,000,000           4,000 ,000         3,014,500         
5.25 2009 4,500,000           4,500 ,000         2,791,375         
5.25 2010 4,550,000           4,550 ,000         2,553,812         
5.25 2011 5,000,000           5,000 ,000         2,303,125         
5.25 2012 5,100,000           5,100 ,000         2,038,000         
5.25 2013 5,500,000           5,500 ,000         1,759,750         
5.25 2014 6,000,000           6,000 ,000         1,457,875         
5.25 2015 6,200,000           6,200 ,000         1,137,625         
5.25 2016 6,500,000           6,500 ,000         804,250            
4.75 2017 6,800,000           6,800 ,000         472,125            
3.50 2018 7,000,000           7,000 ,000         188,125            
3.50 2019 1,875,000           1,875 ,000         32,813              

To tal 2001
Issue 72,725,000         73,525 ,000       35,984,875       

Interest
Rate

(Percent)

Date of Mat urity

January 1

Annual
Interest
Payab le

Princ ipal Debt Outstand ing
Septem b er 30
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Schedule of Ind ebtedness (Cont inued)  
Sept ember  30, 2003  

Limited Tax Genera l Obligation Bonds (C ontinue d) 

2 002 Bond Issue (origin a l principa l $51,325,000) 

Princ ipal Debt Outstand ing
Septem b er 30

20 03 2002

n/a 2003 -   $                     -   $                  1,512,750$       
n/a 2004 -                          -                       2,269,125         

3.00 2005 500,000              -                       2,261,625         
3.00 2006 825,000              -                       2,241,750         
4.00 2007 1,500,000           -                       2,199,375         
5.00 2008 1,500,000           -                       2,131,875         
5.00 2009 2,000,000           -                       2,044,375         
5.00 2010 2,000,000           -                       1,944,375         
4.00 2011 2,000,000           -                       1,854,375         
4.00 2012 2,500,000           -                       1,764,375         
5.00 2013 2,500,000           -                       1,651,875         
4.00 2014 3,000,000           -                       1,529,375         
4.25 2015 3,000,000           -                       1,405,625         
4.25 2016 3,000,000           -                       1,278,125         
4.25 2017 3,500,000           -                       1,140,000         
4.25 2018 3,500,000           -                       991,250            

4.375 2019 3,500,000           -                       840,316            
4.50 2020 4,000,000           -                       673,750            
4.50 2021 4,000,000           -                       493,750            
4.75 2022 4,000,000           -                       308,750            
4.75 2023 4,500,000           -                       106,875            

To tal 2002 51,325,000         -                       30,643,691       
Issue

To tal L im ited
Tax Genera l
Ob ligation
B onds 124,050,000$   73,525,000$  66,628,566$  

Interest
Rate

(Percent)
Date of Mat urity

January 1

Annual
Interest
Payab le

 


