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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion and
analysis be presented to supplement the basic financial statements.  Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context.  We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management's responses to
our inquiries, 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 limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 20, 2018, on our
consideration of the West Branch Area Wastewater Treatment Plant Authority's internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters.  The purpose of that report is solely to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the effectiveness of West Branch Area
Wastewater Treatment Plant Authority's internal control over financial reporting or on compliance.  That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the West Branch
Area Wastewater Treatment Plant Authority's internal control over financial reporting and compliance.
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WEST BRANCH AREA WASTEWATER TREATMENT PLANT AUTHORITY  
121 N. FOURTH STREET  

WEST BRANCH, MI 48661 
  

 
 
 
 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

As management of the West Branch Area Wastewater Treatment Plant Authority, (the Authority ) we offer 
readers of the Authority ’s financial statements this narrative overview and analysis of the financial activities of 
the Authority for the fiscal year ended  June 30, 2018.   
 
Financial Highlights 
 
 The Authority ’s assets exceeded its liabilities by $12,229,987 .    

 
 The Authority ’s total net position decreased by $385,231 . There were no significant changes in activities in 

the current year.  
 
Overview of the Financial Statements 
 
This annual report includes this management’s discussion and analysis report, the independent auditors’ report 
and the basic financial statements of the Authority.  The financial statements also include notes that explain in 
more detail some of the information in the financial statements. 
 
Required Financial Statements 
 
The financial statements of the Authority report information of the Authority using accounting methods similar to 
those used by private sector companies.  These statements offer short-term and long-term financial information 
about its activities.  The Statement of Net Position  includes all of the Authority’s assets and liabilities and 
provides information about the nature and amounts of investments in resources (assets) and the obligations to 
Authority creditors (liabilities).  It also provides the basis for evaluating the capital structure of the Authority and 
assessing the liquidity and financial flexibility of the Authority. 
 
All of the current year’s revenues and expenses are accounted for in the Statement of Revenue, Expenses and 
Changes in Net Position.  This statement measures the success of the Authority’s operations over the past year 
and can be used to determine whether the Authority has successfully recovered all of its costs through its user fees 
and other charges, profitability, and creditworthiness.  
 
The final required financial statement is the Statement of Cash Flows.  The statement reports cash receipts, cash 
payments, and net changes in cash resulting from operating, financing and investing activities and provides 
answers to such questions as where did cash come from, what was cash used for, and what was the change in the 
cash balance during the reporting period. 
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Notes to Financial Statements  
 
The accompanying notes to financial statements provide information essential to a full understanding of the 
financial statements.  The notes to financial statements are presented on pages 9 - 16 of this report. 
 
Analysis of Financial Position 
 
One of the most important questions asked about the Authority’s finances is “Is the Authority as a whole better 
off or worse off as a result of this year’s activities?”  The Statement of Net Position and the Statement of 
Revenue, Expenses and Changes in Net Position report information about the Authority’s activities in a way that 
will help answer this question.  These two statements report the net position of the Authority and the changes in 
them.  One can think of the Authority’s net position (the difference between assets and liabilities) as one way to 
measure financial health or financial position.  Over time, increases or decreases in the Authority’s net position 
are one indicator of whether its financial health is improving or deteriorating.  However, one will need to consider 
other non-financial factors such as changes in economic conditions and new or changed government legislation. 
 
Summary of Net Position: 
 
The following summarizes the net position of the West Branch Area Wastewater Treatment Plant Authority at 
June 30, 2018 and 2017: 
 
 Net Position Summary 
 
 June 30, 2018 June 30, 2017 
 
 Current Assets $ 763,593  $    746,439  
 Noncurrent Assets  10,459,034   10,713,034  
 Capital Assets – net   11,716,659    12,113,560  
       Total Assets  22,939,286      23,573,033  
 
 Current Liabilities  250,265   244,781  
 Long-Term Liabilities  10,459,034    10,713,034  
       Total Liabilities  10,709,299     10,957,815  
 
 Net Position  
 Net Investment in Capital Assets  1,029,625   1,178,526  
 Restricted for Replacement,  
   Repair & Improvement  268,512      262,344  
 Unrestricted   10,931,850      11,174,348  
 
       Total Net Position  $ 12,229,987  $ 12,615,218  

 
Capital Assets 
 
The Authority’s investment in capital assets as of June 30, 2018 amounted to $11,716,659  (net of accumulated 
depreciation).  This investment in capital assets consists of land, buildings and improvements, and the sewer 
system.  In the current year, there were no additions or disposals. Additional information on capital assets can be 
found in Note 4 of the notes to the financial statements. 
 
 
 
 
 



 5 

Long-Term Debt 
 
At year end, long-term debt (due in more than one year) amounted to $10,459,034 .  Such debt includes Bonds 
Payable .  In addition to its scheduled principal payments, the Authority Board decided to pay an additional 
$26,000 on its Series A bond payable.  Additional information on long-term debt can be found in Note 5 of the 
notes to the financial statements.    
             
Summary of Revenues and Expenses: 
 
The following summarizes the revenues and expenses of the West Branch Area Wastewater Treatment Plant 
Authority  for the years ended June 30, 2018 and June 30, 2017.    
   
   Year Ended    Year Ended 
 June 30, 2018  June 30, 2017  
  
 Operating revenue $ 19,000 $ 21,000 
 Non-operating revenue  283,076      287,310  
  Total revenue  302,076   308,310  
 
 Operating expenses  414,423   416,199  
 Non-operating expenses  272,884           278,373  
  Total expenses  687,307   694,572  
 
 Change in net position  (385,231 )  (386,262 ) 
 
 Net position  – beginning of year  12,615,218   13,001,480  
 
 Net position – end of year $ 12,229,987  $ 12,615,218  
 
Economic Factors and Next Year’s Budget and Rates 
 
The management of the Authority considered many factors in setting the fiscal year 2019 budget.  As always, the 
overriding factor was to keep expenses at or below the amount of revenue.  The majority of revenue generated by 
the Authority is derived from local reimbursements .  The reimbursements are collected from each municipality 
based on expenses incurred by the Authority.  The Authority also receives reimbursements from its member 
municipalities that are used to pay debt payments.   
 
Requests for Information 
 
This financial report is designed to provide a general overview of the West Branch Area Wastewater Treatment 
Plant Authority finances for all those with an interest in the government’s finances.  Questions concerning any of 
the information provided in this report or requests for additional financial information should be addressed to 
West Branch Area Wastewater Treatment Plant Authority, 121 N. Fourth Street, West Branch, Michigan 48661. 



WEST BRANCH AREA WASTEWATER TREATMENT PLANT AUTHORITY
Ogemaw County, Michigan

STATEMENT OF NET POSITION
June 30, 2018

2018
Assets

Current Assets:
Cash and Cash Equivalents (Note 2) $ 231,804
Contracts Receivable (Note 3) 250,265
Due from Local Units 13,012
Restricted Assets:

USDA RRI Reserve Account (Note 2) 268,512
Total Current Assets 763,593

Noncurrent Assets:
Long-Term Contracts Receivable (Note 3) 10,459,034
Capital Assets Not Being Depreciated (Note 4) 27,400
Capital Assets, Net of Accumulated Depreciation (Note 4) 11,689,259

Total Noncurrent Assets 22,175,693

Total Assets 22,939,286

Liabilities
Current Liabilities:

Accrued Interest Payable 22,265
Current Portion of Long-Term Liabilities (Note 5) 228,000

Total Current Liabilities 250,265

Long-Term Liabilities:
Due in More Than One Year (Note 5) 10,459,034

Total Liabilities 10,709,299

Net Position
Net Investment in Capital Assets 1,029,625
Restricted For:

USDA RRI Reserve 268,512
Unrestricted 10,931,850

Total Net Position $ 12,229,987

The accompanying notes to financial statements are an integral part of this statement.
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WEST BRANCH AREA WASTEWATER TREATMENT PLANT AUTHORITY
Ogemaw County, Michigan

STATEMENT OF REVENUE, EXPENSES AND CHANGES IN NET POSITION
For the Year Ended June 30, 2018

2018

Operating Revenue
Charges For Services $ 19,000

Operating Expenses
Contractual Services 4,169
Depreciation 396,901
Insurance and Bonds 13,353

Total Operating Expenses 414,423

Operating Income (Loss) (395,423)

Nonoperating Revenue (Expenses)
Local Reimbursements 281,261
Interest and Investment Earnings 1,815
Interest and Fees Expense (272,884)

Total Nonoperating Revenue (Expenses) 10,192

Change in Net Position (385,231)

Net Position - Beginning of Year 12,615,218

Net Position - End of Year $ 12,229,987

The accompanying notes to financial statements are an integral part of this statement.
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WEST BRANCH AREA WASTEWATER TREATMENT PLANT AUTHORITY
Ogemaw County, Michigan

STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2018

2018

Cash Flows From Operating Activities
Receipts from Customers $ 19,000
Payments to Suppliers for Goods and Services (17,522)

Net Cash Provided (Used) by Operating Activities 1,478

Cash Flows From Capital and Related Financing Activities
Reimbursements Received from Local Units 530,244
Interest and Fees Paid on Long-Term Debt (273,400)
Repayment of Bonds Payable (248,000)

Net Cash Provided (Used) by Capital and Related Financing Activities 8,844

Cash Flows From Investing Activities
Interest on Investments 1,815

Net Increase (Decrease) in Cash and Cash Equivalents 12,137

Cash and Cash Equivalents at Beginning of Year (Note 1) 488,179

Cash and Cash Equivalents at End of Year (Note 1) $ 500,316

Reconciliation of Operating Income (Loss) to Net Cash Provided (Used) by Operating Activities
Operating Income (Loss) $ (395,423)
Adjustments to Reconcile Operating Income (Loss) to Net Cash Provided (Used) by Operating

Activities:
Depreciation Expense 396,901

Net Cash Provided (Used) by Operating Activities $ 1,478

The accompanying notes to financial statements are an integral part of this statement.
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WEST BRANCH AREA WASTEWATER TREATMENT PLANT AUTHORITY
Ogemaw County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the West Branch Area Wastewater Treatment Plant Authority (Authority ) conform to
accounting principles generally accepted in the United States of America (GAAP) applicable to governments. The
following is a summary of the significant accounting policies:

A.  Description of Authority  Operations and Fund Types

The West Branch Area Wastewater Treatment Plant Authority operates as a joint venture under the
supervision and control of a Board consisting of three voting representatives of the City of West Branch and
one voting representative from Ogemaw Township and West Branch Township.  The Authority was established
as a joint venture among the above-mentioned municipalities for the purpose of improving, enlarging,
extending and operating the West Branch Area Wastewater Treatment Plant in accordance with the
authorization of Act 233, P.A. of Michigan, 1955, as amended.

The basic financial statements of the West Branch Area Wastewater Treatment Plant Authority are prepared in
accordance with accounting principles generally accepted (GAAP) in the United States of America as applied to
governmental units.  All activities over which the Authority exercises oversight responsibility have been included
in the reporting entity.

Oversight responsibility is determined by factors such as financial interdependency, selection of governing
authority, designation of management, ability to significantly influence operations, and accountability for fiscal
matters of the entity.

B.  Reporting Entity

A reporting entity is composed of the primary government, component units, and other organizations that are
included to ensure the financial statements of the Authority are not misleading. The primary government of the
Authority consists of all funds, departments, boards, and agencies that are not legally separate from the
Authority.

Component units are legally separate organizations for which the Authority is financially accountable. The
primary government is financially accountable if it appoints a voting majority of the organization's governing
body and (1) it is able to impose its will on that organization or (2) there is a potential for the organization to
provide specific financial benefits to, or impose specific financial burdens on, the primary government.

In addition, the primary government is also financially accountable if an organization is fiscally dependent on
and there is a potential for the organization to provide specific financial benefits to, or impose specific financial
burdens on, the primary government regardless of whether the organization has (1) a separately elected
governing board, (2) a governing board appointed by a higher level of government, or (3) a jointly appointed
board. The Authority does not have any component units. 

C.  Fund Accounting

The Authority  uses funds to maintain its financial records during the year.  A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts.

Proprietary Fund

Proprietary fund reporting focuses on the determination of operating income, changes in net position, financial
position, and cash flows. 

The Authority 's Enterprise Fund reports operations that provide services which are financed primarily by user
charges or activities where periodic measurement of net income is appropriate for capital maintenance, public
policy, management control or other purposes.
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WEST BRANCH AREA WASTEWATER TREATMENT PLANT AUTHORITY
Ogemaw County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.  Basis of Presentation

The Authority 's basic financial statements consist of a statement of net position, a statement of revenue,
expenses and changes in net position, and a statement of cash flows.  Government wide financial statements
report information about the West Branch Area Wastewater Treatment Plant Authority as a whole.  The
Authority  has only one fund which is business-type in nature, so the financial statements present one set of
statements that meets both the government-wide and fund requirements.

A statement of net position provides information about the assets, liabilities, and net position of the Authority  at
the end of the year.  Assets and liabilities are classified as either current or noncurrent.  Net position is
classified according to external donor restrictions or availability of assets to satisfy Authority  obligations.  Net
investment in capital assets represents the value of capital assets, net of accumulated depreciation, reduced
by the outstanding balances of any borrowings used for the acquisition, construction or improvement of those
assets.  Unrestricted net position includes all other net position, including those that have been designated by
management to be used for other than general operation purposes.  

A statement of revenue, expenses and changes in net position provides information about the Authority 's
financial activities for the year ended June 30, 2018.  Revenue and expenses are classified as either operating
or nonoperating, and all changes in net position are reported, including capital contributions.  Operating
revenues and expenses generally result from providing the use of sewage disposal treatment services.  Other
revenues, such as local reimbursements for debt payments and federal grant revenue, are not generated from
operations and are considered to be nonoperating revenues.  Operating expenses include the cost of
maintaining the sewage disposal system and administrative expenses.

A statement of cash flows provides information about the Authority 's sources and uses of cash and cash
equivalents for the year ended June 30, 2018.  Increases and decreases in cash and cash equivalents are
classified as either operating, noncapital financing, capital financing, or investing.

E.  Measurement Focus and Basis of Accounting

The term measurement focus is used to denote what is being measured and reported in the Authority 's
operating statement.  The Authority  is accounted for on the flow of economic resources measurement focus.
The fundamental objective of this focus is to measure whether the Authority  is better off or worse off
economically as a result of events and transactions of the period.

The term basis of accounting is used to determine when a transaction or event is recognized on the Authority 's
operating statement.  The Authority  uses the full accrual basis of accounting.  Under this basis, revenues are
recorded when earned and expenses are recorded when incurred, even though actual payment or receipt may
not occur until after the period ends.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources, represents a
consumption of net position that applies to a future period(s) and so will not be recognized as an outflow of
resources (expense/expenditure) until that time.

In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow of
resources (revenue) until that time. 

 - 10 - 



WEST BRANCH AREA WASTEWATER TREATMENT PLANT AUTHORITY
Ogemaw County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F.  Cash and Cash Equivalents

For presentation on the financial statements, investments in cash management pools and investments with an
original maturity of three months or less at the time they are purchased by the Authority  are considered to be
cash equivalents.  Investments with an initial maturity of more than three months are reported as investments.

Investments are reported at fair value, except for repurchase agreements and certificates of deposit which are
reported at cost which approximates fair value.  Fair value is based on quoted market prices.  Mutual funds are
reported at current share price.

G.  Capital Assets

Capital assets are stated at cost.  Depreciation has been provided using the straight-line method over the
estimated useful life of the assets. 

Major outlays for capital assets and improvements are capitalized as projects are constructed.  Approved
interest incurred, net of interest earned on specific project related debt, during the construction phase of capital
assets of enterprise funds is included as part of the capitalized value of the asset constructed.  During the
current year, the Authority capitalized $0 of interest.

Expenditures for maintenance, repairs and renewals are charged to operations as incurred and betterments
are capitalized.  The Authority  eliminates the cost and related allowances from the accounts for assets sold or
retired and resulting gains or losses therefrom are included in operations concurrently.  Donated fixed assets
are recorded at their fair market values as of the date received.  

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

Descriptions Estimated Lives

Distribution System 25 - 50 years
Buildings and Improvements 20 - 40 years

H.  Net Position

Net position represents the difference between assets and deferred outflows of resources less liabilities and
deferred inflows of resources. The Authority  reports three categories of net position on the government-wide
financial statements, as follows:

Net investment in capital assets - consists of net capital assets reduced by outstanding balances of any
related debt obligations and deferred inflows of resources attributable to the acquisition, construction, or
improvement of those assets and increased by balances of deferred outflows of resources related to those
assets.

Restricted net position - net position is considered restricted if their use is constrained to a particular purpose.
Restrictions are imposed by external organizations such as federal or state laws or buyers of the Authority 's
bonds. Restricted net position is reduced by liabilities and deferred inflows of resources related to the
restricted assets.

Unrestricted net position - consists of all other net position that does not meet the definition of the above two
components and is available for general use by the Authority .

The Authority's policy is to first apply restricted resources when an expense is incurred for purposes for which
both restricted and unrestricted net position is available.
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WEST BRANCH AREA WASTEWATER TREATMENT PLANT AUTHORITY
Ogemaw County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I.  Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the enterprise
fund.  For the Authority, these revenues are charges for services.   Operating expenses are the necessary
costs incurred to provide the service that is the primary activity of the fund.  Revenues and expenses not
meeting these definitions are reported as nonoperating.

J.  Extraordinary and Special Items

Extraordinary items are transactions or events that are both unusual in nature and infrequent in occurrence.
Special items are transactions or events that are within the control of the Board and that are either unusual in
nature or infrequent in occurrence.  Neither type of transaction occurred during the fiscal year ended June 30,
2018.

K.  Economic Dependency

In the current year, the Authority  received 99% of their revenue from three governmental units - the City of
West Branch (65.9%), Ogemaw Township (7.9%), and West Branch Township (26.2%).  Due to the
significance of this revenue source to the Authority , the Authority  is considered to be economically dependent.

L.  Use of Estimates

The process of preparing financial statements in conformity with accounting principles generally accepted in
the United States of America requires the use of estimates and assumptions that affect the amounts reported
in the financial statements and accompanying notes.  Such estimates primarily relate to unsettled transactions
and events as of the date of the financial statements.  Accordingly, upon settlement, actual results may differ
from estimated amounts.

M.  Reclassifications

Certain prior year amounts have been reclassified to conform with the current year presentation.  

NOTE 2 - DEPOSITS AND INVESTMENTS

At June 30, 2018, the Authority ’s deposits and investments were reported in the basic financial statements in the
following categories:

Cash and Cash Equivalents $ 231,804
Restricted Cash and Cash Equivalents 268,512

Total $ 500,316

The breakdown between deposits and investments is as follows:

Bank Deposits (Checking and Savings Accounts) $ 500,316
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WEST BRANCH AREA WASTEWATER TREATMENT PLANT AUTHORITY
Ogemaw County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 2 - DEPOSITS AND INVESTMENTS (CONTINUED)

Interest Rate Risk

In accordance with its investment policy, the Authority  will minimize interest rate risk, which is the risk that the
market value of securities in the portfolio will fall due to changes in market interest rates, by; structuring the
investment portfolio so that securities mature to meet cash requirements for ongoing operations, thereby avoiding
the need to sell securities in the open market; and investing operating funds primarily in shorter-term securities,
liquid asset funds, money market mutual funds, or similar investment pools and limiting the average maturity in
accordance with the Authority ’s known cash requirements.

Custodial Credit Risk - Deposits

In the case of deposits, this is the risk that in the event of a bank failure, the Authority ’s deposits may not be
returned to it.  As of June 30, 2018, $250,316  of the Authority 's bank balance of $500,316  was exposed to
custodial credit risk because it was uninsured and uncollateralized.

Concentration of Credit Risk

The Authority  will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of the
Authority 's investment in a single issuer, by diversifying the investment portfolio so that the impact of potential
losses from any one type of security or issuer will be minimized.   

Foreign Currency Risk

The Authority ’s investment policy does not address foreign currency risk.

Investments

The Authority  Board has adopted an investment policy in accordance with Act 196, PA 1997 which authorizes the
Authority  to deposit and invest in the following:

λ Accounts of federally insured banks, credit unions and savings and loan associations

λ Bonds and other direct obligations of the United States or an agency or instrumentality of the United States

λ United States government or federal agency obligation repurchase agreements

λ Banker's acceptances of United States banks

Commercial paper rated within the two highest classifications by not less than two standard rating services

which mature not more than 270 days after the date of purchase

Mutual funds registered under the Investment Company Act of 1940, Title I of Chapter 686, 54 Stat. 789 15

U.S.C. 80a-1 to 80a-3 and 80a-4 to 80a-64 with the authority to purchase only investment vehicles that are

legal for direct investment by a public corporation

Michigan law requires that public funds may not be deposited in financial institutions that do not maintain an office
in Michigan.  The Authority 's deposits and investments are in accordance with statutory authority.

NOTE 3 - CONTRACTS RECEIVABLE

The Authority 's contracts receivable consists of amounts due from local governmental entities for the operating
and capital costs of the Authority.  At the end of the current period, the components of contracts receivable are as

 - 13 - 



WEST BRANCH AREA WASTEWATER TREATMENT PLANT AUTHORITY
Ogemaw County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

follows:

City of West Branch $ 6,991,951
West Branch Township 2,838,378
Ogemaw Township 878,970
    Total Contracts Receivable 10,709,299
Less:  Current Portion (250,265)

Total Long Term Portion $ 10,459,034

NOTE 4 - CAPITAL ASSETS

A summary of changes in capital asset activity follows:

Balance Balance
07/01/17 Additions Deletions 06/30/18

Business-Type Activities
Capital Assets Not Being Depreciated:

Land $ 27,400 $ 0 $ 0 $ 27,400

Capital Assets Being Depreciated:
Buildings and Improvements 1,805,745 0 0 1,805,745
Sewer System 14,019,004 0 0 14,019,004
Subtotal 15,824,749 0 0 15,824,749

Less Accumulated Depreciation for:
Buildings and Improvements (1,738,242) (44,940) 0 (1,783,182)
Sewer System (2,000,347) (351,961) 0 (2,352,308)
Subtotal (3,738,589) (396,901) 0 (4,135,490)

Capital Assets Being Depreciated 12,086,160 (396,901) 0 11,689,259

Business-Type Activities Total
Capital Assets - Net of Depreciation $ 12,113,560 $ (396,901) $ 0 $ 11,716,659

Depreciation expense was charged to programs of the West Branch Area Wastewater Treatment Plant Authority
as follows:

Business-Type Activities
Sewer $ 396,901

NOTE 5 - LONG-TERM LIABILITIES

A.  Bonds Payable
Business-Type

$4,110,000 Limited Tax General Obligation Bond dated October 1,
2009 of West Branch Area Wastewater Treatment Plant Authority
(Series A) due in annual installments through June 2049, bearing
interest at the rate of 2.5%.  This bond is funded by the City of West
Branch, the Township of West Branch, and the Township of
Ogemaw. $ 3,384,000
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WEST BRANCH AREA WASTEWATER TREATMENT PLANT AUTHORITY
Ogemaw County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 5 - LONG-TERM LIABILITIES (CONTINUED)

A.  Bonds Payable (Continued)
Business-Type

$8,410,000 Limited Tax General Obligation Bond dated October 1,
2009 of West Branch Area Wastewater Treatment Plant Authority
(Series B) due in annual installments through June 2049, bearing
interest at the rate of 2.5%.  This bond is funded by the City of West
Branch, the Township of West Branch, and the Township of
Ogemaw. $ 7,303,034

Total Bonds Payable $ 10,687,034

B.  Changes in Long-Term Liabilities

The following is a summary of long-term debt transactions of the Authority  for the period ended June 30, 2018:

Balance
07/01/17

Issues or
Additions

Payments or
Expenditures

Balance
06/30/18

Due Within
One Year

Business-Type Activities

Primary Government:

Bonds Payable $ 10,935,034 $ 0 $ (248,000) $ 10,687,034 $ 228,000

The interest expense on long-term obligations for the year was $272,884 .

The annual aggregate maturities for all debt outstanding as of June 30, 2018 are as follows:

Bonds Payable Governmental Activities Business-Type Activities
Principal Interest Principal Interest Total

2019 $ 0 $ 0 $ 228,000 $ 267,176 $ 495,176
2020 0 0 234,000 261,475 495,475
2021 0 0 240,000 255,625 495,625
2022 0 0 247,000 249,625 496,625
2023 0 0 253,000 243,451 496,451
2024 - 2028 0 0 1,370,000 1,118,877 2,488,877
2029 - 2033 0 0 1,558,000 938,503 2,496,503
2034 - 2038 0 0 1,773,000 733,253 2,506,253
2039 - 2043 0 0 2,018,000 499,726 2,517,726
2044 - 2048 0 0 2,297,000 233,902 2,530,902
2049 0 0 469,034 11,725 480,759

$ 0 $ 0 $ 10,687,034 $ 4,813,338 $ 15,500,372

NOTE 6 - RISK MANAGEMENT

The Authority  is exposed to various risks of loss related to property loss, torts, errors and omissions, and natural
disasters.   The Authority  has purchased commercial insurance for risks of loss. Settled claims for the commercial
insurance have not exceeded the amount of insurance coverage in any of the past three years.
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WEST BRANCH AREA WASTEWATER TREATMENT PLANT AUTHORITY
Ogemaw County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2018

NOTE 6 - RISK MANAGEMENT (CONTINUED)

The Authority  is a defendant in a lawsuit.  Although the outcome of this lawsuit is not presently determinable, the
Authority  estimates that claims not covered by insurance resulting from such litigation would not materially affect
the financial statements of the Authority .  

NOTE 7 - RESTRICTED ASSETS AND RESERVES

The Authority is required under their Series 2009A and Series 2009B Limited Tax Obligation Bonds Financing
Contract to maintain certain restricted assets.  The contract provides that a Repair, Replacement and
Improvement Account ("RRI Account") be established with an initial deposit of $213,000 prior to the delivery of the
Bonds and subsequent quarterly payments of $1,542 ($6,168 annually).  Monies in the RRI Account shall be used
and disbursed only for the purpose of paying the cost of (a) repairing any damage to and emergency maintenance
of the West Branch Area Wastewater Treatment Plant Authority System No. 1 (the "System"), (b) repairing or
replacing obsolete, deteriorating, deteriorated or worn out portions of the System, and (c) acquiring and
constructing extensions and improvement to the System.  The Authority did meet all of these requirements for the
year ended June 30, 2018.
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Members of the Authority Board
West Branch Area Wastewater Treatment Plant Authority
November 20, 2018
Page Two

FINANCIAL STATEMENT PREPARATION CONTROLS

In conjunction with our audit, we have been contracted to prepare the financial statements and related disclosures
based on the information provided to us by Management.  We would like to stress that this service is allowable
under AICPA ethics guidelines and may be the most efficient and effective method for preparation of the West
branch Area Wastewater Treatment Plant Authority’s financial statements.  However, if at any point in the audit we
as auditors are part of the Authority’s control system for producing reliable financial statements, auditing standards
indicate that the Authority has a control deficiency.  If Management is not able to prepare financial statements,
including disclosures, and the auditors are contracted to prepare these statements, this is considered a control
deficiency.  The effect of this material weakness is that reporting errors or omissions could occur in the preparation
of the annual financial report that would be departures from Generally Accepted Accounting Principles (GAAP) and
the Authority would not be in a position to detect the errors or omissions.  We recommend that Management and
those charged with governance evaluate and document their decision on the costs and benefits of whether to
contract for this service with our firm.  

An example of where the Authority relies on the auditor as a control for producing reliable financial statements is in
the proper recording of accounts receivable and accounts payable and other entries to bring the Authority to full
accrual.  Currently, Management does not have procedures in place to ensure that year end accruals are recorded.
We recommend that Management establish procedures to ensure that all year end accruals are recorded.  

View of Responsible Officials:

The West Branch Area Wastewater Treatment Plant Authority has evaluated the cost vs. benefit of establishing
internal controls over the preparation of financial statements in accordance with GAAP, and determined that it is in
the best interests of the Authority to outsource this task to its external auditors, and to carefully review the draft
financial statements and notes prior to approving them and accepting responsibility for their content and
presentation.

SEPARATION OF DUTIES IN THE PERFORMANCE OF FUNCTIONS

Internal controls are designed to safeguard assets and help to detect losses from employee dishonesty or error.  A
fundamental concept in a good system of internal control is the separation of duties.  The Authority currently has a
significant lack of separation of duties as the Board Treasurer is currently responsible for maintaining the general
ledger, writing and signing checks and preparing bank reconciliations.   During the prior fiscal year, the Authority
implemented a recommendation from a prior audit to mitigate this risk.  However, a lack of separation of duties in
the performance of functions still exists and provides an opportunity for misappropriation of assets possibly without
detection.

View of Responsible Officials:

It is the view of the Authority Board that it is not cost effective for the Authority to obtain complete separation of
duties.
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Members of the Authority Board
West Branch Area Wastewater Treatment Plant Authority
November 20, 2018
Page Three

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the West Branch Area Wastewater Treatment Plant
Authority 's financial statements are free from material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

The West Branch Area Wastewater Treatment Plant Authority's Responses to Findings 

The West Branch Area Wastewater Treatment Plant Authority's responses to the findings identified in our audit are
described above.  The West Branch Area Wastewater Treatment Plant Authority's responses were not subjected to
the auditing procedures applied in the audit of the financial statements and, accordingly, we express no opinion on
them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards  in considering the entity’s internal control and compliance. Accordingly, this communication is not suitable
for any other purpose.
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APPENDIX I 
COMMUNICATION  WITH THOSE CHARGED WITH GOVERNANCE 

 
 

Our Responsibilities under U.S. Generally Accepted Auditing Standards and Government Auditing 
Standards  
 
As stated in our engagement letter dated October 26, 2018, our responsibility , as described by professional 
standards, is to express opinions about whether the financial statements prepared by management with your 
oversight are fairly presented, in all material respects, in conformity with U.S. generally accepted accounting 
principles. Our audit of the financial statements does not relieve you or management of your responsibilities. 
 
As part of our audit, we will consider the internal control of the West Branch Area Wastewater Treatment Plant 
Authority .  Such considerations are solely for the purpose of determining our audit procedures and not to provide 
any assurance concerning such internal control. 
 
As part of obtaining reasonable assurance about whether the financial statements are free of material 
misstatement, we will also perform tests of the West Branch Area Wastewater Treatment Plant Authority’s 
compliance with certain provisions of laws, regulations, contracts, and grants. However, providing an opinion on 
compliance with those provisions is not an objective of our audit. 
 
Planned Scope and Timing of the Audit 
 
We performed the audit as outlined in our engagement letter related to planning matters dated October 26, 2018. 
 
Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 

 Management is responsible for the selection and use of appropriate accounting policies.  The significant 
accounting policies used by the West Branch Area Wastewater Treatment Plant Authority are described in 
Note 1 to the financial statements. No new accounting policies were adopted and the application of 
existing policies was not changed during fiscal year 2018. We noted no transactions entered into by the 
government unit during the year for which there is a lack of authoritative guidance or consensus.  All 
significant transactions have been recognized in the financial statements  in the proper period. 

 Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s knowledge and experience about past and current events and assumptions 
about future events.  Certain accounting estimates are particularly sensitive because of their significance 
to the financial statements and because of the possibility that future events affecting them may differ 
significantly from those expected. 
 

 The financial statement disclosures are neutral, consistent, and clear. 
 

Difficulties Encountered in Performing the Audit  
 
We encountered no significant difficulties in dealing with management in performing and completing our audit. 
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements identified during the audit, 
other than those that are clearly trivial, and communicate them to the appropriate level of management.  
Management has corrected all such misstatements, including those considered to be material, either individually or 
in the aggregate, to the financial statements taken as a whole.   
 
Disagreements with Management 
 
For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing matter, 
whether or not resolved to our satisfaction, that could be significant to the financial statements or the auditor’s 
report. We are pleased to report that no such disagreements arose during the course of our audit. 
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Management Representations 
 
We have requested certain representations from management that are included in the management representation 
letter  dated November 20, 2018. 
 
Management Consultations with Other Independ ent Accountants  
 
In some cases, management may decide to consult with other accountants about auditing and accounting matters, 
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting 
principle to the West Branch Area Wastewater Treatment Plant Authority’s financial statements or a determination 
of the type of auditor’s opinion that may be expressed on those statements, our professional standards require the 
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our 
knowledge, there were no such consultations with other accountants. 
 
Other Audit Findings or Issues 
 
We generally discuss a variety of matters, including the application of accounting principles and auditing standards, 
with management each year prior to retention as the West Branch Area Wastewater Treatment Plant Authority’s 
auditors. However, these discussions occurred in the normal course of our professional relationship and our 
responses were not a condition to our retention. 
 
Other Matters  
 
We applied certain limited procedures to the management’s discussion and analysis, which is required 
supplementary information (RSI) that supplements the basic financial statements. Our procedures consisted of 
inquiries of management regarding the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements. We did not audit the RSI and do not express an opinion 
or provide any assurance on the RSI. 
 



 
 
APPENDIX II 
MANAGEMENT COMMENTS 

 
 

In planning and performing our audit of the financial statements of the business -type activities of the West Branch 
Area Wastewater Treatment Plant Authority as of and for the year ended June 30, 2018, in accordance with 
auditing standards generally accepted in the United States of America, we considered West Branch Area 
Wastewater Treatment Plant Authority’s internal control over financial reporting (internal control) as a basis for 
designing audit procedures that are appropriate in the circumstances for the purpose of expressing our opinions on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the West Branch 
Area Wastewater Treatment Plant Authority’s internal control.  Accordingly, we do not express an opinion on the 
effectiveness of the West Branch Area Wastewater Treatment Plant Authority’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not 
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies 
and, therefore , material weaknesses or significant deficiencies may exist that were not identified.  However, as 
discussed below, we identified certain deficiencies in internal control that we consider to be material weaknesses. 
 
A deficiency  in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis.  A material weakness is a deficiency, or a combination of deficiencies in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected, on a timely basis.  We consider the following deficiencies in 
internal control to be material weaknesses:   
 
FINANCIAL STATEMENT PREPARATION CONTROLS 
 
In conjunction with our audit, we have been contracted to prepare the financial statements and related disclosures 
based on the information provided to us by Management.  We would like to stress that this service is allowable 
under AICPA ethics guidelines and may be the most efficient and effective method for preparation of the West 
branch Area Wastewater Treatment Plant Authority’s financial statements.  However, if at any point in the audit we 
as auditors are part of the Authority’s control system for producing reliable financial statements, auditing standards 
indicate that the Authority has a control deficiency.  If Management is not able to prepare financial statements, 
including disclosures, and the auditors are contracted to prepare these statements, this is considered a control 
deficiency.  The effect of this material weakness is that reporting errors or omissions could occur in the preparation 
of the annual financial report that would be departures from Generally Accepted Accounting Principles (GAAP) and 
the Authority would not be in a position to detect the errors or omissions.  We recommend that Management and 
those charged with governance evaluate and document their decision on the costs and benefits of whether to 
contract for this service with our firm.   
 
An example of where the Authority relies on the auditor as a control for producing reliable financial statements is in 
the proper recording of accounts receivable and accounts payable and other entries to bring the Authority to full 
accrual.  Currently, Management does not have procedures in place to ensure that year end accruals are recorded.  
We recommend that Management establish procedures to ensure that all year end accruals are recorded.   
 
View of Responsible Officials: 
 
The West Branch Area Wastewater Treatment Plant Authority has evaluated the cost vs. benefit of establishing 
internal controls over the preparation of financial statements in accordance with GAAP, and determined that it is in 
the best interests of the Authority to outsource this task to its external auditors, and to carefully review the draft 
financial statements and notes prior to approving them and accepting responsibility for their content and 
presentation.  
 
SEPARATION OF DUTIES IN THE PERFORMANCE OF FUNCTIONS 
 
Internal controls are designed to safeguard assets and help to detect losses from employee dishonesty or error.  A 
fundamental concept in a good system of internal control is the separation of duties.  The Authority currently has a 
significant lack of separation of duties as the Board Treasurer is currently responsible for maintaining the general 
ledger, writing and signing checks and preparing bank reconciliations.   During the current fiscal year, the Authority 
implemented a recommendation from the prior audit to mitigate this risk.  



 
 
APPENDIX II 
MANAGEMENT COMMENTS 

 
 

However, a lack of separation of duties in the performance of functions still exists and provides an opportunity for 
misappropriation of assets possibly without detection. 
 
View of Responsible Officials: 
 
It is the view of the Authority Board that it is not cost effective for the Authority to obtain complete separation of 
duties.  
 
The West Branch Area Wastewater Treatment Plant Authority’s responses to the findings in our audit are described 
above.  We did not audit the Authority’s responses and, accordingly, we express no opinion on them. 
 
STATUS OF PRIOR YEAR COMMENTS: 
 
We have reviewed the status of comments and recommendations made in the prior year.  The status of prior year 
comments is as follows: 
 

Implemented/ Management Situation
Situation Decision To Progress Still

Comment Corrected Not Implement Made Exists

Financial Statement Preparation Controls X

Separation of Duties in the Performance X
of Functions
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