MINUTES of the AUDIT COMMITTEE MEETING of the ERIE COUNTY
WATER AUTHORITY held in the office, 295 Main Street, Rm. 350, Buffalo, New York, on
the 20th day of March 2014.

PRESENT: Francis G. Warthling, Chairman
Earl L. Jann, Jr., Vice Chairman
Jerome D. Schad, Treasurer (via video conference)
Matthew J. Baudo, Secretary to the Authority/Personnel Director
Robert F. Gaylord, Executive Director
Robert J. Lichtenthal, Jr., Deputy Director
Wesley C. Dust, Executive Engineer
John B. Licata, Counsel
Daniel J. NeMoyer, Director of Human Resources
Karen A. Prendergast, Comptroller
Steven V. D’Amico, Budget and Financial Analyst
Susan Rinaldo, Cash Manager
Joyce Tomaka, Assistant Manager of Accounting Services

ATTENDEES: Sara M. Dayton, Lumsden & McCormick, LLP

Christa Kopacz, Lumsden & McCormick, LLP
Brian Gould, E-3 Communications

CALL TO ORDER
PLEDGE TO THE FLAG
I. - ROLL CALL

IL. - READING OF MINUTES

Motion by Mr. Jann seconded by Mr. Schad and carried to waive the reading of the
Minutes of the Audit Committee Meeting held on December 19, 2013.

IIL. - APPROVAL OF MINUTES

Motion by Mr. Jann seconded by Mr. Schad and carried to approve the Minutes of the
Audit Committee Meeting held on December 19, 2013.
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1IV. - REPORTS (See "Report" Minutes for Details)
A) 2013 Audit by Lumsden & McCormick

Lumsden & McCormick distributed a summary of the 2013 audit. Sara Dayton and
Christa Kopacz proceeded to give a presentation to the Committee of the 2013 audit.
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MANAGEMENT LETTER
March 20, 2014
mwdwum
Erie County Water Authoesty

M.Mﬂﬁ.-ddhhm&dmn.ms.hm-ﬂ
wmmuummamnwumwm
@nﬂmwuﬂqnhﬁhm-ﬁ_muumh
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mhhwmdpﬁﬁﬁmm»muhad
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Sigaificent Andit Flndings
Mmﬂh—qhn’n

# responsible for che selection end use of
sccounting policies wsed by the Authocity are described in Note | w0 the
scoounting were dhm&&fqp&nww
noted 00 wenmactions into by the Authority during the yesr for which there is
gudence or conseasus.

Accounting estimates ase s integral of the financis] stutereats peepared fenagement and are
uwwdc::mﬁoum-dmmzmm
cvents. Certain acoounting estimases sre pares snpoctant becswse of thes sigasficnnce to the Granchl
staternents and because of the posaidliny ﬁ-mnﬁsﬁ.hm’&whu«
Estimares of sowances for doubtfal conounts
Uﬁh-@duqﬂmdu&dwm
A“dwhu(vmdﬂn“)

Accrual foe togal sesdenaenty of jadgments

Other postemployment benefits cbligation and selsted disclosures
Mnuuhwdmﬂmdhﬂm !:

Management’s
Mh:unohulﬂ—nnl:.l“. ® -
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m

m-—um-»u—uumu misstutements identified during
ﬂa&hhh-“dmh»ﬁmhﬂdw

Wud-_hm-&
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P«md&hﬂ;nm mxRegret i o Goancial seposting, of
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ERIE COUNTY WATER AUTHORITY
FINANCIAL STATEMENTS
DECEMBER 31, 2003
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ERIE COUNTY WATER AUTHORITY

(B R T T
mgm

Members of the Board of Commissioners
Organizational Chare
Independent Auditors’ Report
ww.mumm)
Eimaacial Stnteenenim
Statements of Net Position ) »
T e

Notes to Financial Statements

Saeiind ot T

Schedule of Punding Pragress Other Postemployment Benefit Plan (J,M

MM’W@MWMHM’ and on Compliance and
MH&nMdMMWkMMGﬂM
Stondarnds

Auditoey’ with Section of the New York Seate
hd:pen&!nh' Report on Compliance 292503
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ERIE COUNTY WATER AUTHORITY {

— ]
December 31, 2013

!

maumammmw«mmwwumaumw
mwm“&uhhwﬁhw%adnmm ject tO
confirmstion by s majosity of the Legislature. Each Member is appointed to a three year term; and, not more two
mdhwnnuddw"mmm&doqw&mpﬁﬁdm.

Most Recent
Board Members ~Appolotment Daw
Francis G. Warthling, Chsirman 2012
Eatl L. Jann, Je., Vice Chairman 201

Jerome D. Schad, Tressurer 2013
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‘The Board of Commissioners

Esie County Water Authocity

We have sudited the accompenying statements of net position of Erie County Water i
(&eMlMuﬁvﬁm.dMJl,M)nﬂ&l&nﬂﬁcm of

mwﬂwhwmdmﬁhbhm&amwum
to the financial statements.

Anditom’ Respoastbiltyy
Our responsibility is 0 express an opinion on these financial statements based on our sudits. We
our sudits in accordance with i aeds geaerally scceped in the United States of Amertics and the

financial statemens. The peocedhures selected depend on the suditons® jodgment, inchading the smegt of

control s W expoess no such opinicn. An eudit also includes ing the i of
m’wmuhmdw - sccounting estimates made by

well as evalaating the ovesall presentstion of the financial statements.
We%hh-ﬁuﬂn«wh“hn&anﬂmﬁuww&:ﬁﬁw
sudit opinion.

Ogpinioa
haﬁhhﬁﬂmnﬁmﬂ»hmﬂ;hdmﬂm&&iﬂ
Mdb“uﬁ%)].ﬂ)nﬂﬂ&ﬁhhhhhﬂpﬁ s

cﬁhhhmhwhm-ﬂMMMthnuw
States of Amesica.
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FINANCIAL STATEMENTS

3/20/14

11



12

ERIE COUNTY WATER AUTHORITY

Sor accompanying netes
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ERIE COUNTY WATER AUTHORITY
hummmg 2013 zolz
Operstdng mveaws $ 63,558,781 $ 65,763,547
Opersting exponses:
Operstion and sdministrstion 26,960,359 21,831,010
Maintenance 12,496,844 15,681,903
D i 12,153,619 12174628
Other postemployment benefits 748
Total operating expenses S48
Opensting income 1
Nmpmh.m(w)z
Interest income 402,767 da18
Interest capitnliration ducing construction 21518 76.541
Toulwm(w) 727, ]
Mmh&umhﬁdmdwm 1 109
Contributions in sid of construction 1,392,541 1,884,809
Sp&lhnudﬁghnn%hu“
useful ife of capital assets - m
Change in net position 7,538,149 8.8'0.374
Net position - beginning —Dudeem  asdhasie
——Netposition - sading _ LI TN S DN
Sor covepanyiog sstes, 2

13
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ERIE COUNTY WATER AUTHORITY

For the yeats ended December 31, 21 zolz

1
Opersting activities:
Receipts from customers $ 08T § I

Payments to contractors (A6L,157) (14,354,408
Peyments to employees including fringe benefits

Net opecating activities 2,318,585 21,480,692

Capital and related Encncing activities:
Acquistion snd construction of capital assets (18,478,47¢) (lm.ﬂs)
Proceeds from issusnce of bonds - 1 000
Bond principal repayments
hmpddcnmbon&.mdmapinbd
Advances for construction
Contributions in sid of coastruction

Net capital aad retoxd fSnsncing ectivities

Investing activities:
Purchase of investment securities
Proceeds from sale or maturity of investments
Interest received
Net investing acdvities

Net change in cach and cash equivalentn

Cash and cash equivalents - beginning
seevice seserve, and debt sexvice, reserve for compensated
sbeences, and customer deposits) 47,456,287 32,231,138

Cash and cash equivalents - ending

(including amounts restricted for future construction, debe
-«mmwmmmuw
sbsences, snd customer deposits) 3 40040233 § 47.‘56,287

Ser acompanying noter. 2
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ERIE COUNTY WATER AUTHORITY

Fos the years eaded December 31, 2013 2012
Recoacilistion of operating income © net cash flows
from opermting sctivides:
Opesnting incame $ M 5 13415258
Adjustments to reconcile operating income to net cash
flows from operating activities:
Depeeciation expense 12,153 629 12,174,628
Other postemployment benefits 2,7m2008 2,650,748
Changes in assets and lnbiities:
Customer sccounts receivable 191467 932)
Material and supplics 150,230 n
Other sssces (L042,207) @139
Accounts peysble (512,152) 4
Accrued linbilities 249,134 312
Compensated sboences 183,536 1,116,189
!
Net operating activities $ 13510388 § 27480692

Ses acvmparnying octer
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ERIE COUNTY WATER AUTHORITY

L Semmary of Significant Accouating Policies:

MdyomBﬁCqumAnMy(h'AM’)iaﬂ&buﬁww
in 1949 by the State of New York. The acoounts of the Authocity are maintsined generslly in sccordance jwi
uums,mdmmwusavdsmmmcm
wumbmmmrscu-uw 'l'hemun&hedhytheAmthdo
oot require PSC spproval

l
2

: . : 1 seevi
bﬁﬂulﬁem&whhqmdmndwa&mﬁh i
responsible for the improvement and replacement of assets; and on s bulk sales besis whese the i

mﬂhmmm&m&hmnumdhwb i
MMWﬂMuﬂ-WMMM

Revenues from 4 water services are » ing revenues. ing revenues sre
8 water sexvice r:;&d mmhmmmpﬂsmmwwm
usage and sccounted for as accrued revenue. I

T“anﬂhﬁgchquwpw-mﬁgm Al

w“mmbmnmﬂumm Integest expense and

Bucgets - The Autharity is not sequired to have s legally adopeed budget

Vﬂ“-{wm-mmmmmﬂﬁ in
“mhhmd“ﬁawmmw“w» foe
mdmﬂdmwwmwm&ww
MMMWHW»M-MhMp&y
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M“MM—'&.AM‘ coasiders cash and cash equivalents to be all icted] and
Mﬂmumwwﬂ-mmam oe

mmmm-ummwnu”mmm iste, are
mwummuiwmhmmmmw.m
h&m&ﬁhmhm &pbmmm&mm
&pdche:nﬂuhmwmdmmdhnhp&mh

billed customers.

Mﬂ#-mdwmwubhdmamﬂn.m i
WQM&&MM b
wm-nim“mdmm-dhdoﬁkn&uhwdya
been billed to customers,

de&m-MmﬁMdu&mh‘ costs epplicyble
mmmmumwhmmmumpm

wn?dwlﬁ--u fepais are charged © expenses 2 mecuered, lTh

Depeeciation of capital - § csing the i and cmight-& hods based upoa
thMﬁmm&ﬁmlSn%mﬂ
bth“blﬂmcﬁnq&ncmﬂdu.duwmw
Mll&dllﬂd&ﬁdmdwhﬂhmhhm
Deeanbc)l.mﬂndmwvdy.
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Advances for comstruction - Advences for construction peimarily fepresent amounts received
contractors for water system expansions. Upos completion of the expansion, the cost of the ign is
w»mauamﬂqmmmm

Mm-wmmummuwmaumu
behalf of varicus municipalities and unpeid st year end.
maaam-maaamwm
Mu“ﬂuuh@dmd“m”muﬁmhwh

municipalities and othess. those water plant systems resulting in increased revenue Jonry are
mqmq&mm”-muudm
uw-mwhﬁbﬂw»ﬁbduu&uwmﬂd to,

ﬂMdmmﬂMiﬁ.wmﬂmﬂm

insusance policies. lnsurence coversge and deductibles have remsined relatively stable from the

Insamnce expense for the years ended December 31, 2013 and 2012 tomsled $1,478572 and $1
W.anmtnw“ddhummaw for
each of the last three years. Any unpeid claims outstanding as of December 31, 2013 and 2012 have
adequately sccrued.

Und“-hpqmtindhmmhmmmﬁ‘ %
Mmﬂhhm&dmmmbwu&uud

that affect the smounts ceported in the Ginancial statements and relsted notes. Actual results could differ
those estimates.

Bociassification ~ Certin amounts selating t the Gnancial statements as of snd for the year edded
DwdeJl,ﬁthnMMbdsbhm&hmMm

Mwmmm.hummmn,ms.h

{ mmma.nmms—ym--mq«m

Na uuuam&r&um-zm--wgm:“m 10| and
maﬁuumuuwmwumaw

MMduﬂm-mMﬁoﬁ has not completed the of
Mhmhﬂ“h%m“m&.““ﬁ
Planr - an awendwent of GASD Sastoment Na. 25; No. 69, Genrnwent Combinations and Dispasals of
Opsrations; and No. 70, Acesating end Finsacial Reporting for Nestxchengy Financial Gasrestess, effective foz the
-mmsum«mumumnmpm.amq
Statement No. 27 end No. 71, Pensies Trsasition for Contributions Mady Subvaguent » the  Mocrwemsent Dats + an
enmduest of GASB Stateswat No. 68, effective for the year ending December 31, 2015, The ity is
mm»mbmummmammhmm
cesults of operstions when such statements are adopted, if any.



© Bonds issued by the Federsl Nationsl Asocistion o the Feders) Home Loen
ﬁﬂn‘;m&n‘hmm&hlﬁmm
L Md@ndmnﬂam

° wmﬁmmMMMMhhhdMM
L wmdqmm.ubdmﬂdﬁm

wamm.mmhmwuﬂumuﬁ.

5
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mamn.msumz&.mum%mmmwgu

investments:
Deeuﬂ:agm December 31, 2012
Amortized Market Amoctized Markee
Cont Valee Cost Value
Resuicted for debe service:
Cash - $ M S ™ $ 10080 1,043,843
Cdaqw'nlnn-us.'ru-yb& 248,998 200,009 %4797 47977
Investments - U.S. Treasury bills 1SN 13778 363 363,934
, , —amu amen ]
Restricwed foe costomes deposite l
Cash 13,80 613,819 795,183 183
Current cestricsed cash, cach
equsvalents, and invesments $ $ 31 150,937
Restriceed for fature constraction:
Cath and cash equivalenss $ 14005000 3 14005000 $ 25106338 § 25,106,338
Cenifias of deposie — Y N
m M glw glm
Restricsed for debe sesvice reserve:
Cash . ] 19 2 52
Seaze and Local Government Series
Tecasury bonds LI sanss 9wt 9ser9
N XXM Y TRV T
Noocusrent sestriceed cash, cash
equivaient, and investments $ $ 34,701,149 701,149
Total cestacted cash, cash equivaleans
and investments $ 737§ 37 37,

MM“-MM&&M&MH&M&:MM&AM-
msy not be retumed. Fosnaninlumndhm&hduﬁhhhmdh
hw.hdﬁdqdwh&mmdnnhdmhmohmh
Mduwﬂem.ly&memd&pﬁhmdmmhmw
colintepniized MdMSLMSMMZdWMWmﬁw i
mhﬁhhmwhhim'mmwwnMWlm
dduwucﬁw&hmmwuhw.m

Mmﬂ-hm&hhﬂmmm&&hm'ﬂm
mnﬁunhg&:dnnunﬁui{huumunhwm These is the prospect of a bes
Mﬁaenunﬁabcnupu'xnm. The Authodity uses the specific idenafication o



M“hummmwwumﬁwﬁw&qmmwhm
hthMmuMJl.@l)Mmﬂzww&“uﬂ
tespectively.

4. Capieal Assets
Cﬁﬂmﬁv@hhmdﬂh&)kﬂ)dmzwum

tmmmhmphmdhmmmw
$315,351,

21
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Dﬁ‘m&mwm““mmwmwﬁnhhw
and therefore not meeting the definition of "betterment” in the Authoritys capitalization policy. As sisch,
mansgement deteemined that expenses eclated © tank refusbishments wers better defined a3 repairs and
maintensnce. Effective January 1, 2012, such costs were expensed 13 incurred and iteme previously capitafived
snd having s remaining net book value of $3,494,544 were written down to sero. ‘This amount is recognized
88 8 special item on the asccompanying stutements of tevenue, expenses and changes in aet position. ;

of long-cesm debe - the following is 3 summary of the Authocity’s water revenue bonds st

8. Loag-Term Debs
Summery
December 31, 201%
Fisel Apord
Installmens
Setles
Sexies 1996D 10/15/2019
Secies 20008 7s/a

Sesies 2007 /1723
Sezies 2008 12/1/2018
Sexies 2012 o1/

Less portion dus withia one yesz

Prinelpat

[ Origiall  Owtanding
R e U/UBD
M533% ()8 1688700 § 6375000
A () 1S5MM8 828
450-500% 35000000 31275000
400-5.00% 4770000 25500000
2% 12500000 11,380,000
£,158,384
—BIS00H
R

(*) Geoes mates subject 90 subnidy from the New York Stme Eovisonmennl

Pciities Cogpomzion (ERC)

All cutstanding bonds have been issued under the Authosity’s Fourth Resclution and, therefare, all of the
current bondholdess have equel cinims agninst the Authority’s revenues.



hmmhl%hﬁmﬁm”%n&&%ﬁhmm‘ on Apel 15 end
mC)aolmls. Principal is paysble ansvally on October 15, The final maturity of the bonds is October 18,
19.

m@umuw&m-uwnmgmmuwwm

MMMWMwM.Mw%Mim 3 enuary 15 end
15, Wim&nﬂyumu miﬂnﬁyd&hﬁhhl&;;i rd'
GMI.M&RMMS&WM wac&miudh&empﬁc‘pd
denomination. NAMPHWIMG“&:MMW The Authority did not idsuve
new bonds to EFC. Mhmumuhmm&‘humw,m The net present
value savings as calculated by EFC is $1,382,895.

Interest on the 2007 Series Bonds ranges froem 4.50% 5.00% snd is payable semi-anmmally 1 bnd
mgm The principal s peyable ansally on December 1, m&nmuumﬁ%

n
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On June 8, 2012, the Authority issued $12,500,000 of Bonds under s Bond Direct Purchase
bonds were issued under the Authority’s Fourth Boad Resolution. The purpose of these bonds 13
funds for the scquisition and construction of Stargeon Point clarifier/thickener improvements,
improvements, tsw water pumps, Van De Water coagulation basing, snd the Texas/Lang i
with the City of Buffalo.

Interest on the 2012 Series bonds is st 2.41% and is paysbie semi-snnually on June 1 and December 1./ The
peincipal is payable snnually on June 1. The final maturity of the bonds is June 1, 2022

Prior to 1993, the Authority completed s plan of restructuring s significant portion of its debt through s spri
escrow sgent pursuant to sefunding agreements and invested in U.S. Government secusities. The :
these invested funds and related exmings thereoo are expected to provide sufficsent cash flow to meet the
service requirements of the defessed bonds a3 they mamre. These sdvance refunding transactions

relessed the Authosity from its obligation to repay these bonds and constitated in-substance defessances.
peincipal on the bonds defessed peioe to 1993 is $1,450,000 st December 31, 2013 with the
maturity of December 1, 2014

Long-cerm debe regquiremants - Long-tesm debt requirements are summarized a3 follows:

Yess ending Boad Interest cn
Deormber Boaded Debt
2014 $ 81835000 § 3,457,106
015 4,525,000 3,120,333
2016 8,895,000 2,765,639
07 9,255,000 2,390,972
018 9,660,000 1,995,770
2019-2023 16,663,384 6,603,417
2024-2028 6,360,000 4591088
2029-2033 7,900,000 3,064,778
2034-2037 2,715,000 981,500

3,158,384 29070400
Less poction dus within one year 8,185,000 3,457,106
$ 7m ! g'ﬂ

Summary of changes in long-teem diebt - the following is a summary of changes in water revenue bonds
and other long-term debt for the years ended December 31, 2013 end December 31, 2012

Balence Additienn aod Baleneg Due Wihhia

Sezies 198D

Series 2003F

Sersies 2007

Sesies 2008

Sedies 2012

Bonds peyable
peeciams

Tota) boods paysbla

Compenested shasnces
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1/1/2012 i Deletions 12/31/2012 Oue Y.

Semes 1998D $ 419000 § = :I""i"- " (090000) § 7300000 3 "%
Seties 20038 10,650,000 5 (660,000) 9,990,000 670,000
Series 2007 32,725,000 S (710,000) 32,015,000 740,000
Semes 2008 34,120,000 5 (4.225,000) 29,895,000 4,395,000
Senes 2012 - 12300000 i 12300000 11300000
Boads payehls T S58000 12,500,000 (6A88000) 91,700,000 7,850,000

Boad premaume =
Total boads paysble 1 1 1
Compensated abesnces 4 1
6. Pencion Plan
Plan The maymv&&eawmmﬂm

muwmmmmmdmuw»mu

aze governed by the NYSRSSL. As set forth in the NYSRSSL, the Comptroller of the

&dh?ﬁMm-h*mﬂmudh&ehm

reports

ining financial stotement: and required supplementary information. These reports are availabie to
Bazplogesy’

hp&dmhmw'ﬁ'bhﬂwhds‘dbdlms’m-
mmnnoumm.mv&nm««umumm.m

Mw-ﬁnmmwh&hh&uhﬂ.l’n-ﬂmwn*
contributions. Those joining on or after July 27, 1976 theough December 31, 2009 ace required to contribute
%dﬁﬂﬁhhhmmdﬁﬁdﬁcwmhmw

after January
coquired.

MQquladhlmdMZthudNnYo&m“bmu#
Aﬁl,”mhﬂuﬂmhﬁquﬁubm%mwnh

l,ﬂlOﬁhhuAﬁl.mllﬂm&IthdMMh

--&

Wﬂ-“qdnmm”m*muwhuwm

Under the

suthority of the NYSRSSL, the Comptroller shal certify annually the tates expeesoed as

dpywldm'u“hudhm' the contributions required to be made by
to the pension scoumulation fond,

mw.wmammummp-m

Year Amoum _ Raw
2013 $ 290495 11.4% - 220%
012 § 2363599 10.1% - 28.4%
011 § 220,764 127%- 21.5%

3/20/14
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MG&&W&NMMS&JN&Y&'&W'&&&&M@&
the Seate Plan: requires mimmum coatxibutions by employers of 4.5% of payroll every yeaz, including yesrs in
which the investment performance would meke s lower contribution possible, and changes the cycle of annual
mmmum&.m&dp-ﬂuwuumdumh«qu
prioe April 1= (e.g, billings due Februasy 2013 would be based on the pension value ss of March 31, 2012).

The Authority has contributed 100% of the required contributions each year.
7. Labor Relstions

Cu&:A.Mmewmwmm&m&Schlm
and Municipal Employees (“AFSCME™) and Civil Sexvice Employees Association, Inc. ("CSEA™). The CSEA
and the Authority entered into & new nine-yesz collective bargaining sgreement dated October 16, 2012 A
new nine-year collective baggnining agreement was eatified by the AFSCME union and sdopeed by the

on November 23, 2011. Both contracts are effective from Apel 1, 2008 through March 31, 2017,

8. Postemployment Benefits

Plag Description - The Authority provides retiree health plans through Labor Management Healthcare
(LMHF"). Retirees must meet age and years of service requirements to qualify for heakth benefits this
multiple-employer defined benefit healthcare plan (“the Plan™). Retiree benefits continue for the kfetirie of
the retiree and spoussl benefits continue for their lifetime unless they remany. There were 152 and 150
retirees receiving health case benefits at December 31, 2013 and Docember 31, 2012 respectively.

Puding Palicy - Authorization for the Authority to psy s postion, o all, of retiree health insursnce
premiums was enacted by resclution of the Authority’s Board of Commissioners or through umon contrace,
which are mtified by the Board of Comminsioners. Retired employees thst met the age and years of servs
sequirements and were earolled in any heakthcare plan peior to june 1, 2004 are not required to »
contribution. Retivees enrolled in the Teaditional Blue PPO 812 plan after June 1, 2004 are required 1 pay
contibutions equal to the difference between the Teaditional Blue PPO 812 plan premmum snd the highest
peesuum of any other plan offered o that retires.

On November 23, 2011, the Board of Commisioners sdopted s resolution scoepting s new nmeyest
collective bargaining agreement with employees represented by the Amesican Federstion of Seate, County and
Municipal Employees, AFL-CIO ("APSCME™). Under the temms of the agreement, represented employees
hited after November 23, 2011 who meet the eligibdity requirements pay 15% of the total premium of the
Core Pian for the dusation of their retirement. Eligibility criteria for all employees represented by APSGME
were incremsed from 35 to 58 years of age and, for employees hired after January 1, 2006, from 15 to 20 years
of service.

The Board of Commissioners sdopted an smendment to the Retiree Medical Insurance policy relative to noa-
sepeesented employess on December 13, 2011. Effective Apeil 1, 2012, retirees not represented by s collective
bargnining sgreement pey 15% of the full premsium for single, double or family point of service
contmect. Retirees who dect to enroll in the Traditional Blue PPO 812 plan pey the difference the
Authority’s share of the POS premsium and the PPO premium.

On October 16, 2012, the Board of Commissioners entered into s new nine-year collective ini
sgreement with employees represented by the Civil Sesvice Employees Association, Inc, Loedl 1
AFSCME AFL-CIO ("CSEA™). Under the teems of the agreement, sepresented employees hired after July 26,
2012 who meset the cligibility requirements pay 15% of the toel preminm of the Core Plan for the ioh of
their retitement. Eligibility criteria for all emplopees hired prior to Januaty 1, 2008 was changed to age 38 fui
s minimum of ten years of service, while employees hied on or after January 1, 2008 must be 58 with o
minimum of fifteen years of sesvice with the Authosity.

b



DRAFT

mc’mahiﬁmn“mﬂmhm&-‘:ﬂh
of GASB Statement No. 43, Acwsating asd Finsucal Reperting by Enployers for Postasplvgsent Beasfits Other Theu
mmmw.wmmqﬂunm&imn@uw

following table shows the dhwsmdommhmuﬂ;w
0 the plan, and the changes in the Authonty's net OPEB obligaion for 2013 and 2012
13 2012
Asil ssouised contiibesion s Wae 3 s
Interest on nes OPEB obligaticn L5078 Msa
Adjustment 0 snanal sequised contribution (1,333,006) (1,199.920)
Aanual OPEB costs (expemss) 4054441 3,945,756
Cemtabatizns mede 08 (1205008
Incresse in et OPEB obligion 29m8 25660,748
Net OPED obligation - hegianing of eas memses  vigome

Net OPED obligstn - end of yeu L B8 5 mense
FPunding Status and Punding Progress - As of Jannary 1, 2013, based upon en interim valuation, the plan
‘was not funded. Since there were n0 essets, the unfunded scruarial lisbility for benefits was $44,289,014. The
£atio of the unfunded sctuarial sccrued lishility to covered peyroll of $14.930,790 is 297 for 2013,

mma&wumﬂom“mndmdmdmmm
to the pian, and the net OPEB obligation were es follows:

Assud OPEB Ceanbutions Feccoamags Nt OPRB
Consrbuted

Cont
Jomuary 3,2013 § 4064441  $ 1392436 3% § 26,569
Jemuary 1, 2012 3,948,736 1,285,008 26% 20491564
Jenmary 1, 2011 $,365,02¢ 1,343,938 0% 1750816

HM.‘M-M“MMJ&*«W
mdeth«m&bh&mdmuﬁnnw
revision as sctual cesults are compared 0 past expectations and new estimates ase made sbout the fature. The
wm&hﬁmhhmmﬁwmﬁmw
Hu-hmohhﬁm-dmuﬁumdhﬁuﬁnh'h&qh
M*d#nhhﬁuﬁmhﬁ-buﬁm%h
benefins.
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In the January 1, 2012 sctuacial valuation, the last full valustion, the actuntial methods and sssumption Hsted
below were wsed The Junuacy 1, 2013 intetim valuation comsidered the eligibility changes discussell n
Fanding Fodicy sbove, but 060 changes were made to the sctusrial methods o¢ assumptions.

Aceuatief cost medhod - Projected Unit Ceedit

lovestment rese of roturn and discoumt ress - $%

Change in cossumer peice lndex for medical care (infladian rass) - 3.T%

Healthcars cost erend rase - Heshh insurance — 9.0% initially, reduced o s mate of 5.0% in 2020 and bejond
foe pra-63 retrees; 8.0% initially, reduced to 5.0% in 2020 snd beyond for post-65 retirees. Prescription drug
coverage has an sssumed increase of 8.0% initially, declining to 5.0% for 2020 and beyoad.

Amordsation of scouarial eocrved abiily - Actassinl sccroed lisbility is being smortized over thirty years
using the level dollsr method, on an open basis.

Aforeality - The RP-2000 Mostality Toble for sonuitsnes and noo-ansuitans with projected mortality
impeovemnents; specifically ss outiined in IRC Regulation 1.430(h)(3)-1 for 2012 valmtions.

Tumover- Rates of tarnover are based on experience under the State Plan.

Recirement incldence - Rates of petirement are based cn the expesience under the State Plan.
MM-hmmmﬂdmmmbmﬂ*ﬁm
healthcare coverags.

Spousal covernge - 0% of future retirees are assumed to clect spoussl coverage upon retirement.

Per capite costs - All eetines besith plans are offered through LMHF. Actusl claims expesience from LMHF
was used to develop retiree claim costs.

9. Net Posltion and Reserves

The Authority’s finencial statements utilize o net posstion presenttion. Net position is categorized into net
investment in capital sssets, restricted cad unestricted.

Nes iovessment in copital asesty—This categary groups all capital sssets into one component of net
posinon. wmuumﬁ.maw:ﬁumm&mu
scquisition, construction of improvement of these asocts reduce the balance in this category.

p 1) 2012
Capatal sssetn, net of sccamulsted deprecianon $ 35490517 § 348,723,268
Relared debe
Wistet sovenus bonds issued for capital sssets (G150,300)  (91,700,000)
Boad ey — D (1910400
Nt e i copind o 3 Demeen s msies

Reswiceod pot posiion - This category presents external restrictions imposed by creditons, grantoes,

contributors, of lsws sod regulstions of other govemments and restrictions imposed by hw through
houel seoviaions ot anshlins fasiibes

For the years ended December 31, 2013 and 2012, net position was restricted foe the following pusposes:

¢ Debe Service Reserve Account - Duzing 1998, the Authority established a Debe Service
Account a3 requised by the Sesies 1996D bond resclution. Dusing 2003, per the 2003F
mumm.wmmmm.mdu

bond proceeds. For the Series 1998D boads, the ity established the debe sevice reserve of the
aversgs of the enounl instaliments of debt service per the bond resolution. Foe the Series
bonds, the Authority established the debe sexvice reserve based on ten percent of the toml pei of

the loan. The requved amount wes determined by EFC snd must semain on depoait undl the
foostaia
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Mm.mwm.wmmnMuwwus&aw
HMwm.WMdMnmmwmm
The Authority esmblished the Debt Sesvice Reserve Account based on the maximum of
pﬁ@d:ﬂmmhhqm&hmmhm%

!

MMhMWnMWMMquuS&M
bond resolution to maintsin s specified amount of funds to meet future debt service i
Mwuwwmmuummauw
principal of the losn.

¢ Debe Servics Accowns - The 1992 Fourth Resclution, 1998D, 2003F, 2007, 2008 and 2012
Wmmmmmm.mmdmu
muintuined in the Debe Sesvice Account. The requisements of the Debt Service Account state that
MMMMMQMbMMMMmmmm

hmhﬁmoubpﬁrnﬁemﬁhm:dmmmmumd

¥

!

an-mmwhmdmpﬁnhAMhm
restacted for any project or other puspose. Mansgement intends to utilize a portion of unrestricted net
wﬁ:‘#-uhwommwm'ﬁﬂm&mhqn
excess 000,000,

Whunwihmd&mhvﬁdh&nﬁcﬁnﬂmnmdmmm
hwﬁmﬁwqﬁhm-ﬂhwmdwm
requirements. Management typically makes this decision on s transactional basis.

8. Commitments and Contingencies

mw-ﬁﬁnﬂmu&mqhydhh-hd&ﬁu&ndm ich it
lennen muw“mwbh—cmm&
wiwhu%hm%hhm&dw
Muhu“mmdmﬂm&“mmmw
h*mmm#m“dhmhw““hmm
water exclusively from the Authority. Future maintensnce and operating costs to be incuzred by the Authoaty
under such arrengements peesently in effect are not determinable.

WMiﬂmm“Mbﬂbhmdm&mdo&
spece. Rental expense for 2013 and 2012 aggregated $273,844 and $286,290. Future minimum sanual cepeals
to be paid under such keases are not signi

mm-mnmh“wmmwmbmmw
water quality standards. mmummhummam

The Authority is involved in ktigstion and other mattess srinng in is noemal opersting, financing,
investing activities. Whils the resolusion of such liigation or other matters could have s material on
mdﬂhhhpd“hwhwvﬁum.m.ﬂ
m'mm’dhvﬁd'wumwwbumhmdh ity.
m&&m&wma&whﬁdm-

by legal counsel None of this lirigation and oone of these other matters are expected to heve s materal

on the financal condition of the Authority at this time.
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ERIE COUNTY WATER AUTHORITY

Fort the year ended December 31, 2013

Actaariel Rstio of UAAL

Astuoried Actuerial Accraed Unfunded Budgesed  To Budgesed
Valuation Vabes of Liatyy AAL Panded Covered Covesed

Dese Assen (AAL) (UAAL) Raslo Paysoll Payroll

Jaouasy1,2008 § < $ HRTM0S 44227440 - § 15340987 288
January 1, 2010 . 9748261 49,748,261 e 15,102,780 3
Jenuesy 1, 2012 - 41,810,188 41510,18 - 14,873,087 28
Sos indipendent anditers’ rpomt 38
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Required Supplomantnay Jademstion

MW”Mh&W&udmmmw
Mnﬂnﬂy&mmSWﬂthdhﬂm&q&c
postemployment beacfits on page 40 be presented © supplement the financad stsemenes. Such infosmation,
mm.mduummhwwummm
Mﬂouﬂninbnaﬂmdhﬂ“hﬂhhﬂmhn
sppeopeinte operstional, economic, or bistoncel contest. We have spplied certain kimited peocedures to the
recpuired informotion in sccoedence with euditing stunduwds generlly socepted 1 the United
MHMMWdhﬁhdmeMdm&

x consistency with management’s responses to our inquisies,
the financial statements, and other knowledge we obeained during our sudit of the financial sutements. We
bmmnwum&qmuhmmuWMh
ot peovide us with sufficient evidence to express an opinion of peovide any assurance.

Orther Daporting Reguired by Goremrpony Avditdng Smdwdy

In accordance with Gaummms Asditing Standend, we have also issued cur report deted March 20, 2014 on our
considerstion of the Authority’s internal control over financial reporting and on our tests of s

with certain peovisions of lwws, seguintions, contracts, grant sgreements, and other mattess. The purpose of
umhw‘-ﬂ-hmpdunﬁ'dhﬂwwmm&w
end the cesults of thet testing, snd not to peovide an opinion on intermal control over financial or
on complisnce. 'lhthnhﬂi’md-mhpdmdhmﬂm*
Stondends in consideting the Authosity’s internal control over Ginancial reporting and complisnce.

March 20, 2014
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The Board of Commissioness
Esie County Water Authosity

w.mmam&uwmmmaumma
MuumwnwwwhWM:mmn
hMG@dth&thumd&hM%w(&e
Mnmm.ﬁmhmdmpﬁuuthSLma
Mﬁeuhndmdmwndémhmpﬁﬁndcﬁhhhm
Mnﬂhn&dmwhhﬂmnﬂhﬁ“ﬂmmm 20,
2014,

mm««m—um

In planning sad performing ouz sudit of the financial statements, we considered the Authosity’s internal
coatrol over financaal reporting (internal coatyol) nhﬂnhuﬁmﬁuh&mmn
&m&thmdqﬁQuqﬁmuhwmhm&&
mde@nmheﬁmdhwlwm Accaedingly, we do
00t express an opinion on the effectivencss of the Authority’s internal control
Amhmwmmuwamd.wmmh

mansgensent
employees, i ﬁemdcmedpuﬁuq‘ their sssigned functions, to prevent, or detect and coevect,
M:.Mh Auﬂmhlw.o{lmﬁmﬁ::dm'h

demwmmthnmmm&uh
mﬂm“pwmdhw&“mdmm
mamwmﬁmwm-mawmnu
determination of finsncial statement smount. Mpmi&‘nopinuonm-i&h



March 20, 2014
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The Board of Commissioners
Ene County Water Authosity

MMthﬁﬁ'MMWHMWMdMM
s activity, which compeise the

The of thi .
> w:qzm-ﬁb”hwdmdnmmmbm

March 20, 2014
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ERIE COUNTY WATER AUTHORITY

SCHEDULE OF CASH AND INVESTMENTS AND
SCHEDULE OF INCOME FROM CASH AND INVESTMENT'S

DECEMBER 31, 2013
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The Board of Commingioness
EﬁtOunmeAM

Wchﬂenﬁdhm’ Mo‘uﬁdhmof!&CmeAM’ (the
M.mm.-amnmuummammm
ﬁmhbmhn‘dﬂhumndnm

lwlﬂhﬁl“

Andinoes® Despocsidily

Onmiﬂthq.neﬁhuhmuuun&%mmﬁn

m-&&-ummhhmm«mmm

uﬁhwﬁdpﬁ-hﬂu““mmmhﬂeﬂan
it

In our cpimion, the echeduls ui-dim-d“dhnmﬁumm»
Mmﬁ.iluﬂmhﬂﬂMGﬂhM-dmn
Dﬂndu-hdiu-ﬁu-imbhmhuﬁi.n“-ilm
peinciples geneally scoepted in the Unived States of Amesics.
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Raport oa Audited Pinsncia) Scatements

w.mmummnmwmmhhmmdm
dnﬁmﬂm&&ﬁu&yVmMso‘ﬂhhymaﬂdWll.”ﬂ.
nduupmm&nﬂh&nmuqn-dn“ﬁdqﬁmumwm

March 20, 2014

3/20/14
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ERIE COUNTY WATER AUTHORITY
December 31, 2013
Macket Amortised
Value Cont
Wocking Punds
Extension and Improvement Accounts:
Money market funds $ 14005040 $ 14,005,040
Certificats of deponi — 279000 2799000
'&M lm
Openting end Maintenance Accounts:
NOW scoounts 3,874,502 5,874,502
Mongy market fonds 17225087  17,225087
SmndthmedumM 549,983 549,983
— 1 YT
Cusenmer Deposit Accounts:
NOW sccounts 2350648 250,648
Money market funds 171 171
613819 613,819
Total Wocking Pund Investments 0743 41037431
Fiscal Agens Punds
Debe Service Reserve Accounes:
Money market funds 198 198

-y

Debt Service Accounts:
Money mathet fonds 696,798 696,798
US Teressusy secusities 1,625,789 1,628,714
23036 231812
Total Fiscal Agents Punds 10225943 11,225,868
Toul § 52253374 § 52253209
Su ecmpaying setes. 3

3/20/14



ERIE COUNTY WATER AUTHORITY
Hor the year ended Docember 31, 2013
Wocking Punde
Extennion and improvement sccounts $ 42992
Operating end maintensace scoounts $1,720
—2206
Flocal Agent Puade
Debe service seserve 303,395
— 06464
Net incresse in the fair market value of investmenss —_—1n
Totl income rom cash and investnents $ 402767

39

3/20/14



40

3/20/14

DRAFT

COUNTY WATER AUTHORITY

Ocgnaination and Fusction of the Anthosisy

&MMM(&:MB.MMMMn“ﬂ»&
S&dp«?ﬂﬁ?hmdMMdleb&mm

Semmasy of Significan: Accounting Polickes

Investments ase made by the Authority in sccordance with its Bood Resolstions and Investment
Guidelines in the Official Statement, celating to the Seriss 1993D, Series 2003F, Senes 2007, Senes
2008 and Series 2012 Bonds. At December 31, 2013, the Authosity had invested substentially all of s
funds in the following

US Government ! 0.02%-4.81%

Mwm:nuymhﬁ) 00%-20%
hmmaﬁun*mbmm:ﬁunmhud-
amortized cost for investments not subject to market forces. The amortized cost secoeded is cither
wmmmuwmah*mmmy

Any peemium or discount resukting from the purchase of goverament securities i inchaded in cost and
amostized into income over the term of the security.

Mhﬂﬁmhwuhwh&dwuhdﬁd
losses from sales of investments.
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ERIE COUNTY WATER AUTHORITY
SCHEDULE OF OVERHEAD PERCENTAGE
FOR THE YEAR ENDED DECEMBER 31, 2013
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The Board of Commissionsss
Ene County Water Authority

Wch.ﬁdhwﬂaﬂmuﬁ“n&m’ schedule of ovethead percentage
d&hCnﬂyMM{bMuWﬁiﬁhhy&wMM.
2013,

Mesagemont’s Respencihility for the Scheduls

Mansgement is for the peepomtion end fair presentation of this schedule in accordance with
dedumﬂdﬂnwhrqnm‘ and fair peesentinon of che
schedule that is free from material misstatement, whether due 1o ot ezroe.

Andhoee’ Respoasibility

Onwiquunqhuuhwwwhhmuu
u-ﬁ.%mﬂm.&hmvﬂn&mm-uptdhhw
Smdhnduhmmhw#dpch&ﬁ»mmm
sbout whether the overhead componeats included in the schedule ane fres from materiol misstatement.

Ao audit involves ing peocedmes 10 obmin sudit evidence showt the smounts and disclosares 1 the
scheduls. The peocedures depend on the suditoes’ jedgment, including the sssessment of the risks of
material eebstotement of the achedule, whether doe w fmed or eor. In making dhose risk assessments, the
*muwmnthMﬂ&md&Mn
o&n&@ﬂpﬂhhmrﬁhhmuuhhmd
expeessing an opimon on the effectiveness the entey’s mtemal control  Accordingly, we express 0o such
opméon. M-ﬂbhﬂ-ﬂ&n‘hmdmp&uwu‘h
m—awwmuwmud-«mum

Wemhbﬁm-hﬂéﬁdhm-ﬂmnw&sbﬁhu
sudit opinion.

Cpiatno
In ous opinion, the ochednl: of overhead perommtngs refeered t sbove presenes faisly, in all macerial cespects,

the overhead pescentage of the Authosity for the year ended December 31, 2013, in sccordence with
sccounting principles gensrally scogpeed in the Unized Stmtes of America.
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We have sudited, ;m accordance with suditing standards generally sccepted ; the United States of Amencs,
the financial statements of Ene County Water Authatity as of and for the yesr ended December 31, 2013,
and oue report thereon dated March 20, 2014 expressed sn unmodified openson on those stastements.

March 20, 2014

3/20/14
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ERIE COUNTY WATER AUTHORITY
For the year ended Decembes 33, 2013
2013 Expeaditures
Operating and maintenance expenses, gross of administrative credits $ 41,264,660
Construction costs !
19,980
Construction percentage (1) n8%
Coapesitice of Ovethesd
Desigs 1433818
Constrocnon - less renewsls and repincamens 861
New services - less psyments w0 cepai contractor 435,384
Restoestion - less payments %0 resturaton congoctar 238289
Admmistration - without sdownistranve credits 1228733
Cent] purchasing 865,264
Informanon servioes 571,338
Comptraller bsas36
Accounting W"
Legal 861,420
Secretury 10 the Authonty 299697
Informagon services 278822
Geneend expenses less rettree health msurance 897,992
—1022.2%
Conswruction percentge sminpted by total overbead $ 181243
Overhead percentage (2) 1263%
(1) Construction costs divided by el expenditares.

mmmmwummqwm
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V.- COMMUNICATIONS AND BILLS
VL. - UNFINISHED BUSINESS (NONE)

VIIL - NEW BUSINESS

VIIIL. - ADJOURNMENT

Motion by Mr. Jann, second by Mr. Schad and carried that the meeting adjourn.

VAR ]

Matthew J. Baudo
Secretary to the Authority/Personnel Director

SLZ
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