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Independent Auditor's Report

To the Downriver Utility Wastewater Authority Board
Downriver Utility Wastewater Authority

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Downriver Utility Wastewater Authority (the "Authority") as of and for
the year ended December 31, 2021 and the related notes to the financial statements, which collectively comprise
the Authority's basic financial statements, as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects, the
respective financial position of the Authority as of December 31, 2021 and the changes in its financial position
and its cash flows thereof for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Our responsibilities under those standards are further
described in the Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of the Authority and to meet our other ethical responsibilities in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion. 

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Authority's ability to continue as a going
concern for 12 months beyond the financial statement date, including any currently known information that may
raise substantial doubt shortly thereafter. 

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and, therefore, is not a
guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.  
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To the Downriver Utility Wastewater Authority Board
Downriver Utility Wastewater Authority

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

• Exercise professional judgment and maintain professional skepticism throughout the audit.

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the
Authority's internal control. Accordingly, no such opinion is expressed. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Authority's ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

Required Supplemental 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 is the
responsibility of management and, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, which considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplemental 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 June 1, 2022 on our
consideration of the Authority's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, 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 the 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 Authority's internal control over financial reporting and
compliance.

June 1, 2022
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Downriver Utility Wastewater Authority

Management's Discussion and Analysis

Using This Annual Report 

Downriver Utility Wastewater Authority (the "Authority") is a joint venture of 13 communities in southeastern
Michigan (the cities of Allen Park, Belleville, Dearborn Heights, Ecorse, Lincoln Park, River Rouge, Riverview,
Romulus, Southgate, Taylor, and Wyandotte, Michigan and the charter townships of Brownstown and Van Buren;
collectively, the "Communities"). The Authority was established in 2010 in order to acquire, finance, manage,
improve, and operate the Downriver Sewage Disposal Treatment Plant and related collection systems. The
system is the second largest wastewater system in Michigan, serving the Communities with a service area
population of 350,000. The Authority provides services exclusively to the 13 Communities.

This annual report consists of a series of financial statements. The statement of net position and the statement of
revenue, expenses, and changes in net position provide information about the activities of the Authority as a
whole and present a longer-term view of the Authority’s finances. This longer-term view uses the accrual basis of
accounting so that it can measure the cost of providing services during the current year and whether the
ratepayers have funded the full cost of providing services. These are followed by the statement of cash flows,
which presents detailed information about the changes in the Authority's cash position during the year.

Government-wide Overall Financial Analysis 

As noted earlier, net position over time may serve as a useful indicator of a government’s financial position. In the
case of the Authority, assets exceeded liabilities by $101,664,248 at the close of the most recent fiscal year. 

The Authority's Net Position
2020 2021 Change Percent Change

Assets
Current and other assets:

Cash and investments $ 20,816,323 $ 19,149,955 $ (1,666,368) (8.0)
Other current assets - Receivables 3,487,576 2,756,724 (730,852) (21.0)
Restricted assets - Investments 16,917,606 17,949,597 1,031,991 6.1

Capital assets 179,351,809 195,378,757 16,026,948 8.9

Total assets 220,573,314 235,235,033 14,661,719 6.6

Liabilities
Current liabilities 3,841,358 3,589,453 (251,905) (6.6)

Noncurrent liabilities 116,808,870 129,981,332 13,172,462 11.3

Total liabilities 120,650,228 133,570,785 12,920,557 10.7

Net Position
Net investment in capital assets 63,541,665 67,591,228 4,049,563 6.4
Restricted 15,918,880 15,755,794 (163,086) (1.0)

Unrestricted 20,462,541 18,317,226 (2,145,315) (10.5)

Total net position
$ 99,923,086 $ 101,664,248 $ 1,741,162 1.7

The increase in net position during 2021 relates mainly to the increase in investment in capital assets, which was
directly attributed to the capitalization of construction in progress related to budgeted system improvements
during 2021, which are described in further detail below.  
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Downriver Utility Wastewater Authority

Management's Discussion and Analysis (Continued)

The Authority's Changes in Net Position

2020 2021 Change Percent Change

Operating Revenue
Sewage disposal and excess flow charges $ 27,125,922 $ 27,650,639 $ 524,717 1.9

Other charges 1,253,071 1,102,881 (150,190) (12.0)

Total operating revenue 28,378,993 28,753,520 374,527 1.3

Operating Expenses
System operations 12,342,106 12,810,054 467,948 3.8
System management 242,537 240,422 (2,115) (0.9)
Engineering 120,489 83,957 (36,532) (30.3)
Utilities 3,319,169 3,077,487 (241,682) (7.3)
Sludge hauling and disposal 746,504 862,064 115,560 15.5
Insurance premiums 462,996 475,495 12,499 2.7
Flow metering 307,567 290,748 (16,819) (5.5)
Professional services 283,464 360,307 76,843 27.1
Other operating expenses 18,737 90,595 71,858 383.5

Depreciation 4,566,158 4,602,942 36,784 0.8

Total operating expenses 22,409,727 22,894,071 484,344 2.2

Operating Income 5,969,266 5,859,449 (109,817) (1.8)

Nonoperating Expense (3,768,440) (4,118,287) (349,847) 9.3

Change in Net Position 2,200,826 1,741,162 (459,664) (20.9)

Net Position - Beginning of year 97,722,260 99,923,086 2,200,826 2.3

Net Position - End of year
$ 99,923,086 $ 101,664,248 $ 1,741,162 1.7

Fiscal year 2021 revenue was slightly higher due to increased rates for charges for services. Expenses were also
slightly higher in 2021 compared to 2020. System operations expenses were up approximately $468,000, offset
by lower utility costs.  

Overall, the Authority recognized a positive change in net position of $1,741,162. Revenue primarily consisted of
sewage disposal charges and excess flow charges from the municipal customers (approximately 96 percent of
operating revenue). Operating expenses were primarily related to operation of the plant by an outside contractor
(approximately 56 percent of operating expenses), utilities (approximately 13 percent), and depreciation
(approximately 20 percent).

Operating income of $5,859,449 reflects the excess of primarily sewage operating revenue over plant operating
expenses. Nonoperating expense includes $4,380,654 of interest expense and bond issuance expenses, offset
by $14,999 of interest income and $247,368 of bond premium amortization recognized in 2021. 

Capital Assets and Debt Administration

Capital assets with a net book value of approximately $3.2 million were placed in to service during the current
year, in addition to $19.6 million in assets that were capitalized as construction in progress. Depreciation expense
of approximately $4.6 million was recorded in 2021.

During the current year, the Authority paid $4,895,000 in principal toward existing debt and recognized interest
expense of approximately $4.1 million on outstanding debt.
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Downriver Utility Wastewater Authority

Management's Discussion and Analysis (Continued)

Economic Factors and Next Year's Budgets and Rates

The Authority is responsible for setting the budget and rates to cover the operation of the Downriver Sewage
Disposal System. The budget is based on the fiscal year period from January through December, while the rates
cover the period from July through June. The budget process began in October, and the budget was adopted by
the board in December. The rates were developed in March and April and were approved by the board in May.
Factors that affect the budget and rates include the flows into the Downriver Sewage Disposal System, the cost of
utilities and chemicals, as well as debt service and capital expenditures to maintain the operation of the plant. A
significant expense that is affecting the Authority is sludge disposal; the Authority is in the midst of implementing a
long-term solution involving a biosolids dryer methodology to offset the limited availability of landfills willing to
accept the disposal of the sludge and the increased costs for disposal. During 2021, the Authority progressed
with major capital projects, including equipment replacement projects related to several deferred maintenance
and critical long-term needs that require investment to continue the reliability of the system and enhance the
Authority’s environmental impact. These projects are estimated to have total project costs of $36.4 million, which
will be partially funded through federal loan programs. As noted in Note 5, the Authority issued Water
Infrastructure Finance and Innovation Act WIFA program bonds in early 2021. The proceeds of the WIFIA loan
are being used toward the related major capital projects and equipment replacements. As part of the borrowing,
the Authority provided matching funds over the past few years of approximately 51 percent, or approximately
$18.6 million, from available reserves. 

Requests for Further Information

This financial report is intended to provide a general overview of the Authority’s finances and demonstrate the
Authority’s accountability for the money it receives. If you have questions about this report or need additional
information, please contact DNS Financial Services at DNSFinancialSvcs@gmail.com. This report, authority
budgets, and other financial information are available on the Authority’s website at www.DUWAuthority.org.
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Downriver Utility Wastewater Authority

Statement of Net Position

December 31, 2021

Assets
Current assets:

Cash and investments $ 19,149,955

Receivables (Note 7) 2,756,724

Total current assets 21,906,679

Noncurrent assets:
Restricted assets - Cash and investments (Note 8) 17,949,597
Capital assets: (Note 4)

Assets not subject to depreciation 25,795,668

Assets subject to depreciation - Net 169,583,089

Total noncurrent assets 213,328,354

Total assets 235,235,033

Liabilities
Current liabilities:

Accounts payable 3,089,453
Unearned revenue 500,000

Current portion of bonds payable (Note 5) 5,287,368

Total current liabilities 8,876,821

Noncurrent liabilities:
Interest payable from restricted assets 1,041,692

Bonds payable - Net of current portion (Note 5) 123,652,272

Total noncurrent liabilities 124,693,964

Total liabilities 133,570,785

Net Position
Net investment in capital assets 67,591,228
Restricted: (Note 8)

Debt service 12,155,794
Rate stabilization 2,000,000
Tunnel repair and replacement 1,600,000

Unrestricted 18,317,226

Total net position $ 101,664,248

See notes to financial statements. 6



Downriver Utility Wastewater Authority

Statement of Revenue, Expenses, and Changes in Net Position

Year Ended December 31, 2021

Operating Revenue
Sewage disposal and excess flow charges $ 27,650,639
Other charges 1,102,881

Total operating revenue 28,753,520

Operating Expenses
System operations 12,810,054
System management 240,422
Engineering 83,957
Utilities 3,077,487
Sludge hauling and disposal 862,064
Insurance premiums 475,495
Flow metering 290,748
Professional services 360,307
Other operating expenses 90,595
Depreciation 4,602,942

Total operating expenses 22,894,071

Operating Income 5,859,449

Nonoperating Revenue (Expense)
Investment income - Net 14,999
Interest and bond issuance charges (4,133,286)

Total nonoperating expense (4,118,287)

Change in Net Position 1,741,162

Net Position - Beginning of year 99,923,086

Net Position - End of year $ 101,664,248

See notes to financial statements. 7



Downriver Utility Wastewater Authority

Statement of Cash Flows

Year Ended December 31, 2021

Cash Flows from Operating Activities
Receipts from member communities for monthly charges $ 28,319,533
Payments to suppliers and professionals (18,902,704)
Other receipts 664,839

Net cash and cash equivalents provided by operating activities 10,081,668

Cash Flows from Capital and Related Financing Activities
Issuance of bonds 18,271,864
Payments for capital assets and construction projects (19,770,220)
Principal and interest paid on capital debt (9,232,688)

Net cash and cash equivalents used in capital and related financing activities (10,731,044)

Cash Flows Provided by Investing Activities - Interest received on investments 14,999

Net Decrease in Cash and Cash Equivalents (634,377)

Cash and Cash Equivalents - Beginning of year 37,733,929

Cash and Cash Equivalents - End of year $ 37,099,552

Classification of Cash and Cash Equivalents
Cash and investments $ 19,149,955
Restricted cash and investments 17,949,597

Total cash and cash equivalents $ 37,099,552

Reconciliation of Operating Income to Net Cash from Operating Activities
Operating income $ 5,859,449
Adjustments to reconcile operating income to net cash from operating activities:

Depreciation 4,602,942
Changes in assets and liabilities:

Receivables 230,852
Accounts payable (611,575)

Total adjustments 4,222,219

Net cash and cash equivalents provided by operating activities $ 10,081,668

See notes to financial statements. 8



Downriver Utility Wastewater Authority

Notes to Financial Statements

December 31, 2021

Note 1 - Nature of the Authority

Downriver Utility Wastewater Authority (the "Authority" or DUWA) is a joint venture of 13 communities in
southeastern Michigan (the cities of Allen Park, Belleville, Dearborn Heights, Ecorse, Lincoln Park, River
Rouge, Riverview, Romulus, Southgate, Taylor, and Wyandotte, Michigan and the charter townships of
Brownstown and Van Buren; collectively, the "Communities"). The Authority was established in 2010 in
order to acquire, finance, manage, improve, and operate the Downriver Sewage Disposal Treatment
Plant and related collection systems. The system is the second largest wastewater system in Michigan,
serving the Communities with a service area population of 350,000. The Authority provides services
exclusively to the 13 Communities.

On September 27, 2018, the treatment plant and collection systems were transferred from Wayne
County, Michigan (the "County") to the Authority at a purchase price of $57.5 million, of which $54 million
was paid at closing to the County, and the remaining $3.5 million will be paid five years from closing. In
the fall of 2018, the Authority engaged a private operator to operate the system under an operations
agreement for a period of 20 years.  

Note 2 - Significant Accounting Policies

Accounting and Reporting Principles 

The Authority follows accounting principles generally accepted in the United States of America (GAAP),
as applicable to governmental units. Accounting and financial reporting pronouncements are promulgated
by the Governmental Accounting Standards Board (GASB). The Authority accounts for its various
activities in one proprietary fund, as it provides services to users in exchange for charges of fees. The
following is a summary of the significant accounting policies used by the Authority:

Basis of Accounting 

The Authority uses the economic resources measurement focus and full accrual basis of accounting.
Revenue is recorded when earned, and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows.

Reporting Entity 

The Authority is a public body corporate established in accordance with Michigan Public Act 233 of 1955,
as amended. In addition to this statutory authority, the governance for the Authority is found in its articles
of incorporation, bylaws, policies, and ordinances. The Authority's governing body is composed of 13
representative members, consisting of either mayors or supervisors (or their alternates) of each of the
communities. In accordance with government accounting principles, there are no component units
appropriate to be reported within these financial statements.

Specific Balances and Transactions 

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits, and short-term investments with a
maturity of three months or less when acquired. In addition, the statement of cash flows includes both
restricted and unrestricted cash and cash equivalents. 

Investments

Investments are reported at fair value or estimated fair value. Short-term investments are reported at
cost, which approximates fair value. Changes in the fair value of investments are reported as
nonoperating revenue in the statement of revenue, expenses, and changes in net position.
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Downriver Utility Wastewater Authority

Notes to Financial Statements

December 31, 2021

Note 2 - Significant Accounting Policies (Continued)

Restricted Assets

The revenue bonds of the Authority require amounts to be set aside for debt service principal and interest
on all debt and bond reserves. The bonds also require establishment of a rate stabilization fund. These
amounts have been classified as restricted assets. Unspent bond proceeds, if any, are required to be set
aside for construction. In addition, by agreement with the tunnel communities, a minimum of $1,500,000
is restricted for tunnel repair and replacement. These amounts have also been classified as restricted
assets.

Capital Assets

Capital assets include the treatment plant, interceptors, storage tunnel, equipment, and vehicles. Capital
assets are defined by the Authority as assets with an initial individual cost of more than $5,000 and an
estimated useful life in excess of one year. Capital assets are recorded at historical cost if purchased or
constructed or, if donated, at their acquisition value on the date donated.

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

Depreciable Life -
Years

Buildings and improvements 40
Machinery and equipment 7
Land improvements 20
Office equipment 7
Sewer system 40

Long-term Obligations

Long-term debt and other long-term obligations are reported as liabilities. Bond premiums and discounts
are deferred and amortized over the life of the bonds using the effective interest method. Bonds payable
are reported net of the applicable bond premium or discount. Bond issuance costs are expensed at the
time they are incurred. 

Net Position

Net position of the Authority is classified in three components. Net investment in capital assets consists of
capital assets net of accumulated depreciation and is reduced by the current balances of any outstanding
borrowings used to finance the purchase or construction of those assets. The restricted component of net
position consists of restricted assets reduced by liabilities related to those assets. Unrestricted net
position is the remaining net position that does not meet the definition of invested in capital or restricted. 

Net Position Flow Assumption

The Authority will sometimes fund outlays for a particular purpose from both restricted and unrestricted
resources. In order to calculate the amounts to report as restricted net position and unrestricted net
position in the government-wide and proprietary fund financial statements (as applicable), a flow
assumption must be made about the order in which the resources are considered to be applied. It is the
Authority’s policy to consider restricted net position to have been depleted before unrestricted net position
is applied.
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Downriver Utility Wastewater Authority

Notes to Financial Statements

December 31, 2021

Note 2 - Significant Accounting Policies (Continued)

Proprietary Funds Operating Classification

Proprietary funds distinguish operating revenue and expenses from nonoperating items. Operating
revenue and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. Operating revenue represents billings
to member communities based on the Authority's operating expenses, exclusive of depreciation and
inclusive of capital outlay not financed by debt. Communities are responsible for passing along and
collecting the charges to their individual system customers. Operating revenue also includes industrial
pretreatment charges and surveillance fees charged directly to commercial users. Operating expenses
include the cost of sales or services, administrative expenses, and may include depreciation on capital
assets. All revenue and expenses not meeting this definition are reported as nonoperating revenue and
expenses.

System Operations and Management

The Authority has entered into an agreement with a contract operator for a term of 20 years commencing
on October 1, 2018 to operate the system. The current agreement expires on September 30, 2038. Under
the terms of the operations agreement, the operator provides all the required labor, materials, and
supervision necessary for the operation of the sewage treatment plant and related collection systems,
with the exception of certain costs paid directly by the Authority, such as electricity, legal, accounting,
engineering, capital outlay, insurance, and overall system management. The Authority pays the operator
a monthly fee. In addition, the Authority has entered into a contract with an engineering firm to provide
system management services. The contract is for three years and is based on hourly rates.  

Upcoming Accounting Pronouncements 

In June 2017, the GASB issued Statement No. 87, Leases, which improves accounting and financial
reporting for leases by governments. This statement requires recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. It establishes a
single model for lease accounting based on the foundational principle that leases are financings of the
right to use an underlying asset. Under this statement, a lessee is required to recognize a lease liability
and an intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a
deferred inflow of resources. The Authority is currently evaluating the impact this standard will have on
the financial statements when adopted. The provisions of this statement are effective for the Authority's
financial statements for the year ending December 31, 2022.

In May 2019, the GASB issued Statement No. 91, Conduit Debt Obligations, which clarifies the existing
definition of conduit debt, provides a single method of reporting conduit debt obligations by issuers, and
eliminates diversity in practice associated with commitments extended by issuers, arrangements
associated with conduit debt obligations, and related note disclosures. As a result, issuers should not
recognize a liability for items meeting the definition of conduit debt; however, a liability should be
recorded for additional or voluntary commitments to support debt service if certain recognition criteria are
met. The standard also addresses the treatment of arrangements where capital assets are constructed or
acquired with the proceeds of a conduit debt obligation and used by a third-party obligor. The
requirements of the standard will be applied retrospectively and are effective for the Authority's financial
statements for the December 31, 2022 fiscal year.

In January 2020, the GASB issued Statement No. 92, Omnibus 2020. This statement addresses eight
unrelated practice issues and technical inconsistencies in authoritative literature. The standard addresses
leases, intraentity transfers of assets, postemployment benefits, government acquisitions, risk financing
and insurance-related activities of public entity risk pools, fair value measurements, and derivative
instruments. The standard has various effective dates. The Authority does not believe this
pronouncement will have a significant impact on its financial statements but is still making a full
evaluation.
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Downriver Utility Wastewater Authority

Notes to Financial Statements

December 31, 2021

Note 2 - Significant Accounting Policies (Continued)

In March 2020, the GASB issued Statement No. 93, Replacement of Interbank Offered Rates. With the
London Interbank Offered Rate (LIBOR) expecting to cease existence in its current form at the end of
2021, this statement addresses accounting and financial reporting implications that result from the
replacement of an interbank offered rate (IBOR) in hedging derivative instruments and leases. The
removal of LIBOR as an appropriate benchmark interest rate for a hedging derivative instrument is
effective for the Authority's financial statements for the December 31, 2022 fiscal year. All other
requirements of the statement are effective for the Authority's financial statements for the December 31,
2021 fiscal year. Lease modification requirements are effective one year later.

In March 2020, the GASB issued Statement No. 94, Public-Private and Public-Public Partnerships and
Availability Payment Arrangements, to bring a uniform guidance on how to report public-private and
public-public partnership arrangements. As a result, transferors in public-private or public-public
arrangements will recognize receivables for installment payments; deferred inflows of resources; and,
when applicable, capital assets. Operators will recognize liabilities for installment payments and
intangible right-to-use assets and, when applicable, deferred outflows of resources and liabilities for
assets being transferred. This statement also provides guidance for accounting and financial reporting for
availability payment arrangements, in which a government compensates an operator for services such as
designing, constructing, financing, maintaining, or operating an underlying asset for a period of time in an
exchange or exchange-like transaction. The provisions of this statement are effective for the Authority’s
financial statements for the year ending December 31, 2023.

In May 2020, the Governmental Accounting Standards Board issued Statement No. 96, Subscription-
Based Information Technology Arrangements (SBITAs), which defines SBITAs and provides accounting
and financial reporting for SBITAs by governments. This statement requires a government to recognize a
subscription liability and an intangible right-to-use subscription asset for SBITAs. The Authority is
currently evaluating the impact this standard will have on the financial statements when adopted. The
provisions of this statement are effective for the Authority's financial statements for the year ending
December 31, 2023.

In June 2020, the Governmental Accounting Standards Board issued Statement No. 97, Certain
Component Unit Criteria, and Accounting and Financial Reporting for Internal Revenue Code Section 457
Deferred Compensation Plans. While this standard had certain aspects impacting defined contribution
pension and OPEB plans and other employee benefit plans that were effective immediately, it also
clarifies when a 457 should be considered a pension plan or an other employee benefit plan to assist in
the application of GASB Statement No. 84 to these types of plans. The Authority is currently evaluating
the impact this standard will have on the financial statements when adopted. The provisions of this
statement related to 457 plans are effective for the Authority's financial statements for the year ending
December 31, 2022.

Note 3 - Deposits and Investments

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) authorizes local
governmental units to make deposits and invest in the accounts of federally insured banks, credit unions,
and savings and loan associations that have offices in Michigan. The law also allows investments outside
the state of Michigan when fully insured. The local unit is allowed to invest in bonds, securities, and other
direct obligations of the United States or any agency or instrumentality of the United States; repurchase
agreements; bankers’ acceptances of United States banks; commercial paper rated within the two
highest classifications that matures no more than 270 days after the date of purchase; obligations of the
State of Michigan or its political subdivisions that are rated as investment grade; and mutual funds
composed of investment vehicles that are legal for direct investment by local units of government in
Michigan. 
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Downriver Utility Wastewater Authority

Notes to Financial Statements

December 31, 2021

Note 3 - Deposits and Investments (Continued)

The Authority's cash and investments are subject to several types of risk, which are examined in more
detail below:

Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the Authority's deposits may not be
returned to it. At year end, the Authority had $7,568,944 of bank deposits (checking accounts) that were
uninsured and uncollateralized. 

Custodial Credit Risk of Investments

Custodial credit risk is the risk that, in the event of the failure of the counterparty, the Authority will not be
able to recover the value of its investments or collateral securities that are in the possession of an outside
party.

Interest Rate Risk 

Interest rate risk is the risk that the value of investments will decrease as a result of a rise in interest
rates. The Authority's investment policy minimizes interest rate risk by structuring the investment portfolio
so that securities mature to meet cash requirements for ongoing operations, thereby avoiding the need to
sell securities on the open market prior to maturity. The Authority also minimizes the risk by investing
operating funds primarily in shorter-term securities, money market mutual funds, or similar investment
pools and limiting the average maturity of the portfolio in accordance with this policy.

At year end, the Authority held investments in a government obligations fund with a fair value of
$30,790,112 and a weighted-average maturity of 25 days.

Credit Risk

State law limits investments in commercial paper to the top two ratings issued by nationally recognized
statistical rating organizations. The Authority's investment policy states that the Authority will minimize
credit risk by limiting the investments to the types of securities listed in Section VI of the investment
policy, prequalifying the financial institutions broker/dealers, intermediaries, and advisers with which the
Authority will do business, and diversifying the investment portfolio so that the impact of the potential
losses from any one type of security or from any one individual issuer will be minimized.

At year end, the Authority held $30,790,112 in a government obligations fund with a rating of AAA, issued
by S&P.

Concentration of Credit Risk

The Authority's investment policy minimizes concentration of credit risk by diversifying the investment
portfolio so that the impact of potential losses from any one type of security or from any one individual
issuer will be minimized. At year end, the Authority held $30,790,112 in a government obligations fund,
which consisted primarily of U.S. government agency debt and U.S. Treasury repurchase agreements. 

Fair Value Measurements

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

Notes to Financial Statements

December 31, 2021

Note 3 - Deposits and Investments (Continued)

In instances where inputs used to measure fair value fall into different levels in the above fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input that is
significant to the valuation. The Authority’s assessment of the significance of particular inputs to these fair
value measurements requires judgment and considers factors specific to each asset. 

The Authority has the following recurring fair value measurements as of December 31, 2021: 

 Government obligations funds of $30,790,112 are valued using a matrix pricing model (Level 2

inputs).

Note 4 - Capital Assets

Capital asset activity of the Authority was as follows:

Balance
January 1,

2021 Reclassifications Additions
Disposals and
Adjustments

Balance
December 31,

2021
Depreciable
Life - Years

Capital assets not being
depreciated:

Land $ 2,426,717 $ - $ - $ - $ 2,426,717
Construction in progress 5,904,915 (2,128,437) 19,592,473 - 23,368,951

Subtotal 8,331,632 (2,128,437) 19,592,473 - 25,795,668

Capital assets being
depreciated:

Sewer system 178,895,506 2,128,437 1,037,417 - 182,061,360 40
Buildings and

improvements 1,572,040 - - - 1,572,040 40
Machinery and equipment 144,090 - - - 144,090 7
Office equipment 33,775 - - - 33,775 7
Land improvements 553,125 - - - 553,125 20

Subtotal 181,198,536 2,128,437 1,037,417 - 184,364,390

Accumulated depreciation:
Sewer system 9,997,132 - 4,510,576 - 14,507,708
Buildings and

improvements 61,829 - 39,301 - 101,130
Machinery and equipment 46,315 - 20,584 - 66,899
Office equipment 10,856 - 4,825 - 15,681
Land improvements 62,227 - 27,656 - 89,883

Subtotal 10,178,359 - 4,602,942 - 14,781,301

Net capital assets
being depreciated 171,020,177 2,128,437 (3,565,525) - 169,583,089

Net business-type
activities capital
assets $ 179,351,809 $ - $ 16,026,948 $ - $ 195,378,757

Construction Commitments

The Authority has active construction projects at year end. At year end, the Authority's commitments with
contractors are as follows:

Spent to Date
Remaining

Commitment

Infrastructure and capital improvements $ 22,476,470 $ 3,640,000
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Downriver Utility Wastewater Authority

Notes to Financial Statements

December 31, 2021

Note 5 - Long-term Debt

Long-term debt activity for the year ended December 31, 2021 can be summarized as follows:

Interest Rate
Ranges

Principal Maturity
Ranges

Beginning
Balance Additions Reductions Ending Balance

Due within
One Year

Direct borrowings - Revenue
bonds:

SRF Junior Lien Bonds -
Due 2037

1.625-2.5% $1,110,000-
$4,230,000 $ 51,581,420 $ 421,864 $ (3,705,000) $ 48,298,284 $ 3,790,000

Wayne County Junior Lien
Bond - Due 2023 0% $0-$3,500,000 3,500,000 - - 3,500,000 -

EPA Water Infrastructure
Finance and Innovation
Act (WIFIA) loan - Due
2057 1.73%

$400,000-
$640,000 - 17,850,000 - 17,850,000 -

Total direct
borrowings 55,081,420 18,271,864 (3,705,000) 69,648,284 3,790,000

Other borrowings - Revenue
bonds:

Series 2018 Senior Lien
Bonds - Due 2043 5%

$1,190,000-
$4,015,000 55,225,000 - (1,190,000) 54,035,000 1,250,000

Unamortized bond
premiums 5,503,724 - (247,368) 5,256,356 247,368

Total long-term
debt $ 115,810,144 $ 18,271,864 $ (5,142,368) $ 128,939,640 $ 5,287,368

Revenue Bonds

Revenue bonds involve a pledge of specific income derived from the acquired or constructed assets and
to pay debt service. The Authority has pledged substantially all of the revenue of the system, net of
operating expenses, to repay the sewer revenue bonds listed above.

Debt Service Requirements to Maturity

Annual debt service requirements to maturity, excluding any unamortized premium, for the above bonds
and note obligations are as follows:

Direct Borrowings Other Borrowings

Years Ending
December 31 Principal Interest Principal Interest Total

2022 $ 3,790,000 $ 1,431,693 $ 1,250,000 $ 2,670,500 $ 9,142,193
2023 7,775,000 1,337,465 1,310,000 2,606,500 13,028,965
2024 4,385,000 1,237,525 1,375,000 2,539,375 9,536,900
2025 4,465,000 1,135,231 1,450,000 2,468,750 9,518,981
2026 4,565,000 1,030,841 1,530,000 2,394,250 9,520,091

2027-2031 20,436,145 3,577,164 9,990,000 10,580,750 44,584,059
 2032-2036 11,453,796 1,704,628 12,830,000 7,743,000 33,731,424
 2037-2041 3,553,343 920,398 16,470,000 4,098,250 25,041,991
2042-2046 2,670,000 683,783 7,830,000 396,500 11,580,283
2047-2051 2,855,000 444,826 - - 3,299,826
2052-2056 3,060,000 189,176 - - 3,249,176
2057-2061 640,000 5,536 - - 645,536

Total $ 69,648,284 $ 13,698,266 $ 54,035,000 $ 35,497,875 $ 172,879,425
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Downriver Utility Wastewater Authority

Notes to Financial Statements

December 31, 2021

Note 6 - Risk Management

The Authority is exposed to various risks of loss related to property loss, torts, and errors and omissions.
The Authority has purchased commercial insurance for all claims. Settled claims relating to the
commercial insurance have not exceeded the amount of insurance coverage in any of the past fiscal
years. The plans, coverage limits, retentions, and deductibles are as follows:

 General liability, hired and nonowned auto liability, public officials liability - Limits of $2,000,000 and

$10,000,000; retention amount of $250,000

 Pollution liability - Limit of $5,000,000; retention amount of $25,000

 Property liability - Flood limits of $10,000,000 and $50,000,000; quake limit of $50,000,000; all risk

limit of $250,000,000; deductible of $250,000

Note 7 - Receivables

Receivables as of December 31, 2021 are as follows:

Community operating charges $ 2,567,180
Industrial pretreatment charges 139,202
Due from Wayne County, Michigan 66,175
Estimated uncollectible accounts receivable (15,833)

Net receivables $ 2,756,724

Note 8 - Restricted Assets

The Authority's Master Bond Ordinance has established certain accounts to be held in trust by the
trustee. All revenue of the system shall be deposited with the trustee. As of the first day of each month,
amounts held in the receiving fund shall be transferred as follows:

First - One-twelfth of the budgeted operation and maintenance expenses are to be transferred to the
Operations and Maintenance account. 

Second - One-sixth of the next senior lien debt service payment is to be transferred to the Senior Lien
Debt Service account.

Third - Any shortfall in the required Senior Lien Bond Reserve account shall be transferred to the Senior
Lien Bond Reserve account. 

Fourth - One-sixth of the next junior lien debt service payment is to be transferred to the Bond and
Interest Redemption Fund, and any shortfall in the required Junior Lien Reserve account shall be
transferred to the Junior Lien Bond Reserve account. 

Fifth - Any shortfall in the Rate Stabilization Fund shall be transferred to the Rate Stabilization Fund.

After the reserves are funded as noted above, the Authority may set funds aside for extraordinary repair
and replacement or for improvement and extension. These reserves are discretionary. Any remaining
funds will be retained in the Receiving Fund unless the Authority directs that they be transferred to the
Surplus Fund. The Surplus Fund and the remaining untransferred balance in the Receiving Fund are
deemed to consist of all funds not otherwise restricted for debt service, debt reserves, or rate
stabilization.

The Authority is required to set aside funds for repair and replacement of the wet weather storage tunnel
at a minimum amount of $1,500,000 per contractual agreement. The balance of $1,600,000 includes
accumulated interest. In addition, the Authority reports restricted assets for loan proceeds that have not
been obligated as of December 31, 2021.
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Downriver Utility Wastewater Authority

Notes to Financial Statements

December 31, 2021

Note 8 - Restricted Assets (Continued)

At December 31, 2021, restricted assets are composed of the following:

Senior Lien Debt Service $ 1,690,155
Senior Lien Bond Reserve 4,116,243
Junior Lien Bond and Interest Redemption 2,621,941
Junior Lien Bond Reserve 4,769,147
Rate Stabilization Fund 2,000,000
Tunnel Reserve 1,600,000
Loan proceeds 1,152,111

Total $ 17,949,597

Note 9 - Related Party Transactions

The Authority receives utility services from the Wyandotte Department of Municipal Services (WDMS),
which is a department created by the City of Wyandotte, Michigan, a member of the Communities.
WDMS is operated and governed independently from the City of Wyandotte, Michigan by a separate
commission. The Authority incurred utility expenses provided by WDMS of approximately $2,965,000
during the year.
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