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November 26, 2003
To the Commissioners of the Ypsilanti Community
Utilities Authority and Citizens of the Member Communities:
State law requires that all local governments, subject to certain size criteria, publish within six months
of the close of each fiscal year a complete set of financial statements presented in conformity with
generally accepted accounting principles (GAAP) and audited in accordance with generally accepted
auditing standards by a firm of licensed certified public accountants. Pursuant to that requirement, we
hereby issue the comprehensive annual financial report of the Ypsilanti Community Utilities Authority
(“YCUA” or the “Authority”) for the fiscal year ended August 31, 2003.
This report consists of management’s representations concerning the finances of the Authority.
Consequently, management assumes full responsibility for the completeness and reliability of all of the
information presented in this report. To provide a reasonable basis for making these representations,
YCUA management has established a comprehensive internal control framework that is designed both
to protect the government’s assets from loss, theft, or misuse and to compile sufficient reliable
information for the preparation of the Authority’s financial statements in conformity with GAAP.
Because the cost of internal controls should not outweigh their benefits, the Authority’s comprehensive
framework of internal controls has been designed to provide reasonable rather than absolute assurance
that the financial statements will be free from material misstatement. As management, we assert that,
to the best of our knowledge and belief, this financial report is complete and reliable in all material
respects.
The Authority’s financial statements have been audited by Rehmann Robson, a firm of licensed
certified public accountants. The goal of the independent audit was to provide reasonable assurance
that the financial statements of the Authority for the fiscal year ended August 31, 2003 are free of
material misstatement. The independent audit involved examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements; assessing the accounting principles used and
significant estimates made by management; and evaluating the overall financial statement presentation.
The independent auditor concluded, based upon the audit, that there was a reasonable basis for
rendering an unqualified opinion that YCUA’s financial statements for the fiscal year ended August
31, 2003 are fairly presented in conformity with GAAP. The independent auditor’s report is presented
as the first component of the financial section of this report.
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GAAP require that management provide a narrative introduction, overview, and analysis to accompany
the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This
letter of transmittal is designed to complement MD&A and should be read in conjunction with it. The
Authority’s MD&A can be found immediately following the report of the independent auditors.
Profile of the Authority
YCUA provides water and wastewater services to the Ypsilanti area. The Authority is governed by a
Board of Commissioners comprised of two representatives from the City of Ypsilanti (the “City”) and
three from the Charter Township of Ypsilanti (the “Township”).
The Authority provides water and sewage services to the City and Township, as well as the townships
of Pittsfield, Augusta and Superior. YCUA also contracts with Sumpter Township for wastewater
treatment and the Western Townships Utility Authority to provide wastewater treatment services for
the townships of Canton, Northville and Plymouth.
The Authority was formed in 1974 by the Township and City in response to a number of factors
occurring at that time. The need for a new wastewater treatment facility was the most significant
driving force to bring about the creation of YCUA. By combining the water and sewer departments of
both the City and Township, economic benefits through the elimination the staff duplication and
economies of scale could be achieved. The fact that the City is almost completely surrounded by the
Township makes the combination of the two systems an obvious economic advantage.
The new wastewater plant was opened in 1982 with a capacity of 28.9 million gallons per day (MGD).
The wastewater treatment consists of primary screening, grit removal, primary clarification, and
secondary and tertiary treatment utilizing the activated sludge process. A permit is issued from the
Michigan Department of Environmental Quality (MDEQ) that regulates the discharge from the
wastewater treatment plant. This permit requires stable effluent treatment levels and the plant currently
is in compliance with its permit.
Growth in the Wayne County townships of Plymouth, Canton and Northville has resulted in a request
by the Western Townships Utilities Authority (WTUA), the organization that represents the three
townships, to expand our plant to treat the wastewater generated by these communities. Presently, the
wastewater from the three communities is divided between the YCUA and Wayne County systems.
Construction on the plant expansion and improvements project, which will add 17 MGD to the YCUA
wastewater facility, began in 2002 and will continue through 2006. The plant will then be able to
handle all of the sewage of Northville, Plymouth and Canton Townships. The plan calls for plant
updating, more odor controls, safer disinfection equipment and a more efficient incinerator for burning
sewage sludge, which will replace our current unit. Engineers estimate air pollution will be reduced by
more than 80%. Eight MGD capacity has been leased to WTUA, which will help pay for many of these
improvements.
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Construction has begun on the plant expansion/improvements project and is approximately 25%
completed. The remainder of the $112 million project will be completed by 2006 and will include
improvements to the administration building, maintenance building, filter building, disinfection
systems, grit and screening building, clarifiers and basins. Major modifications will also be made to the
plant’s solids processing building. WTUA’s share of the project cost is currently estimated to be
71.6%; the Authority will be responsible for the remaining portion. At completion, WTUA will have
rights to use up to 54% of the total plant capacity.
The first phase of the plant expansion started in June 2002 with construction of an ultraviolet (UV)
disinfection facility. The UV disinfection facility is complete, online and working, allowing for the
removal of liquid chlorine and sulfur dioxide from the plant site.
Cash management policies and practices. The Authority is very conservative in its approach to cash
management. Generally, cash is deposited in receiving bank accounts and then transferred to and
between a variety of other bank accounts, many of which are interest bearing including money market
and cash management accounts and certificates of deposit. These transfers are made to satisfy various
requirements/restrictions imposed, or interpreted to be imposed, by the member governments and/or
bond ordinances, but have led to extreme inefficiencies in the Authority’s administrative operations.
Accordingly, remedial actions to address the inefficiencies will be taken this next fiscal year, while
maintaining conservatism in cash management.
Cash received from WTUA for the wastewater treatment plant construction project was placed in a
separate trust account and invested in U.S. government securities and money market funds. As
construction costs are invoiced, WTUA’s share of these costs is drawn from the trust account.
Pension and other postemployment benefits. The Authority participates in an agent multipleemployer plan that provides pension benefits for all full-time employees. The annual actuarial
valuation for this plan shows that it is 68% funded as of December 31, 2002 (the date of the latest
actuarial valuation). The remaining unfunded amount is being systematically funded over 29 to 37
years as part of the annual required contribution calculated by the actuary.
The Authority also provides postretirement heath care benefits to all full-time employees upon
retirement. As of the end of the current fiscal year, there were 39 retired employees receiving these
benefits, which are financed on a pay-as-you-go basis. GAAP do not require governments to report a
liability in the financial statements in connection with an employer’s obligation to provide these
benefits.
Additional information on the Authority’s retirement plan and postemployment benefits can be found
in Notes 4-C and 4-D in the notes to the financial statements.
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FINANCIAL SECTION

INDEPENDENT AUDITORS’ REPORT
November 26, 2003

To the Board of Commissioners of the
Ypsilanti Community Utilities Authority
Ypsilanti, Michigan

We have audited the accompanying basic financial statements of the Ypsilanti Community Utilities
Authority as of and for the year ended August 31, 2003, as listed in the table of contents. These financial
statements are the responsibility of the Authority’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Ypsilanti Community Utilities Authority as of August 31, 2003, and the changes
in its financial position and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.
The Management’s Discussion and Analysis on pages 2-8 is not a required part of the basic financial
statements but is supplementary information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.
Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The introductory section, supplementary financial schedules, and statistical section are
presented for purposes of additional analysis and are not a required part of the basic financial statements.
The supplementary financial schedules have been subjected to the auditing procedures applied in the audit
of the basic financial statements and, in our opinion, are fairly stated, in all material respects, in relation to
the basic financial statements taken as a whole. The introductory and statistical sections have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.
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MANAGEMENT’S DISCUSSION and ANALYSIS

Management’s Discussion and Analysis

As management of the Ypsilanti Community Utilities 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 August 31, 2003. We encourage readers to consider the
information presented herein conjunction with additional information that we have furnished in
our letter of transmittal, which can be found on pages i-iv of this report.
Financial Highlights
The assets of the Authority exceeded its liabilities at the close of the most recent fiscal by
$130,988,151 (net assets). Of this amount, $3,039,435 (unrestricted net assets) may be
used to meet the Authority’s ongoing obligations to citizens and creditors.
The Authority’s total net assets increased by $30,205,298.
The Authority’s total long-term debt (i.e., bonds and capital leases) increased by
$26,902,922 during the current fiscal year; $33.3 million of new debt was incurred during
the year.
Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to the Authority’s basic
financial statements. The basic financial statements are comprised of:
The statement of net assets presents information on all of the Authority’s assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the Authority is improving or deteriorating.
The statement of activities presents information showing how the Authority’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods.
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The statement of cash flows presents the change in the Authority’s cash and investments
for the most recent fiscal year.
The notes to the financial statements provide additional information that is essential to a
full understanding of the data provided in the basic financial statements.
This report also contains other supplementary information in addition to the basic financial
statements themselves. Generally, these schedules provide a breakdown of revenue and expenses
between the political subdivisions (i.e., the City and Township) and/or the primary operating
functions (i.e., water and wastewater), along with a comparison of planned and actual expenses.
The Authority presents its supplementary financial information classified into the components of
city, township, water and wastewater. The city and township divisions together comprise the
activity of the Authority in total. The water and wastewater divisions together also comprise the
activity of the Authority in total. The water and wastewater divisions assist management in
assessing the financial activity of the Authority’s principal functions. The city and township
divisions assist the member communities in assessing the impact of operations on their
constituents.
The Authority operates a single wastewater treatment plant, obtains its water from a single
source and maintains a single group of related supporting functions. It is not possible to directly
associate the cost of these activities to the city or township divisions. Instead, the reporting by
division is achieved by allocating particular revenue and expense account balances using relevant
objective measures. Similar allocations are used to produce financial information for the water
and wastewater divisions.
Financial Analysis
As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of YCUA, assets exceeded liabilities by $130,988,151 at the close of the
most recent fiscal year.
By far the largest portion of the Authority’s net assets (72.2 percent) is its investment in capital
assets (e.g., land, buildings, systems, equipment and construction in process), less any related
debt used to acquire those assets that is still outstanding. The Authority uses these capital assets
to provide services to citizens; consequently, these assets are not available for future spending.
Although YCUA’s investment in capital assets is reported net of related debt, it should be noted
that the resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.
An additional portion of the Authority’s net assets (25.5 percent) represents resources that are
subject to external restrictions on how they may be used. The remaining balance of unrestricted
net assets may be used to meet the Authority’s ongoing obligations to system users and creditors.
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At the end of the current fiscal year, the Authority is able to report positive balances in all three
categories of net assets. The same situation held true for the prior fiscal year.
YCUA's Net Assets
2003
Current and other assets
Restricted assets
Capital assets
Total assets

2002

$ 20,387,983
33,352,321
152,786,027
206,526,331

$ 16,345,210
14,940,786
117,026,043
148,312,039

Long-term liabilities outstanding
Other liabilities
Total liabilities

62,849,974
12,688,206
75,538,180

36,631,176
10,928,010
47,559,186

Net assets:
Invested in capital assets, net
of related debt
Restricted
Unrestricted

94,596,395
33,352,321
3,039,435

79,821,659
14,940,786
5,990,408

$130,988,151

$100,752,853

Total net assets

The Authority’s net assets increased by $30,205,298 during the current fiscal year.
elements of this increase include:

Key

Capital contributions in excess of $29.2 million were made to the Authority.
Water sales increased by $576,498 or 6.7 percent; total water usage decreased by 6.3
percent.
Sewage disposal sales increased by $326,488 or 2.5 percent. Total wastewater generated by
the City and Township decreased by 3.5 percent, whereas wastewater treated for WTUA
increased 0.1 percent.
Total operating expenses declined by $1,441,419 or 5.6 percent primarily through cost
control measures implemented by management including layoffs and early retirements,
although the full impact of these staff reductions will be recognized until fiscal 2003-04.

-4-

Both the city and township divisions increased rates during the fiscal year. The increased
rates, like the staff reductions, had minimal impact, on current year and will have greater
impact next year.
The city division increased water rates 8 percent, sewer rates 3 percent and the surcharge
from 32 percent to 54 percent, and eliminated the 5 percent discount for early payment.
These increases all became effective July 1, 2003.
The township division increased water rates 15 percent and sewer rates 3 percent, instituted
a surcharge of 5 percent, and eliminated the 10 percent discount for early payment. These
increases were effective June 1, 2003, except for the sewer rate increase, which was
effective July 1, 2003. The Township also passed on ordinance during the year providing
for an automatic water rate increase if the water supplier (i.e., the City of Detroit) increases
its rates.
YCUA's Changes in Net Assets
2003
Operating revenue

2002

$ 25,897,929

$ 24,353,571

9,627,598
16,145,090
25,772,688

8,844,051
15,487,218
24,331,269

Operating income

125,241

22,302

Non-operating revenue (expense)

273,549

(165,089)

Net income (loss)

398,790

(142,787)

Capital contributions

29,806,508

3,923,438

Change in net assets

30,205,298

3,780,651

Net assets - beginning

100,782,853

97,002,202

Net assets - end of year

$130,988,151

$100,782,853

Expenses:
Water distribution
Wastewater treatment
Total expenses
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Capital Asset and Debt Administration
Capital assets. YCUA’s investment in capital assets as of August 31, 2003, amounted to $152.8
million (net of accumulated depreciation). This investment in capital assets includes land,
buildings, plants, transmission lines, vehicles and other equipment. Total net capital assets
increased by $35.8 million or 30.6 percent. The vast majority of the increase is attributable to the
wastewater treatment plant expansion and improvements.
YCUA's Capital Assets
(net of depreciation)
2003
Land
Buildings and improvements
Wastewater treatment plan
Water and wastewater systems
Vehicles
Equipment
Construction in process

$

Total

1,298,704
1,472,611
32,769,159
64,692,036
833,685
1,973,455
49,746,377

$152,786,027

2002
$

1,298,704
1,527,011
34,386,519
53,669,374
724,820
1,699,803
23,719,812

$117,026,043

Additional information on the Authority’s capital assets can be found in Note 3-D on page 20 of
this report.
Long-term debt. At year-end, the Authority had $62,457,217 of long-term debt including
limited tax obligation bonds, capital leases and other obligations as summarized below.
YCUA's Outstanding Debt
2003
Limited tax obligation bonds
Capital leases
Environmental liability
Total

2002

$ 31,290,755
30,016,462
1,150,000

$ 15,307,056
19,097,239
1,150,000

$ 62,457,217

$ 35,554,295

Additional information on the Authority’s long-term debt can be found in Note 3-E on pages 2126 of this report.
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Economic Factors Affecting Next Year’s Operations and Rates
The City and Township independently set their own water rates. Wastewater operation and
maintenance rates are the same for each community, a requirement imposed by the federal
government when it provided funds to build the original wastewater treatment plant.
Water and wastewater revenues fluctuate from year-to-year depending on factors such as
consumer behavior, population growth, industrial usage and rate changes. Consumer behavior is
affected by local economic conditions, the weather, conservation education efforts and
imposition of water restrictions.
Other factors also affect the Authority’s operating plan for fiscal 2004. The most significant
among them are changes in consumer behavior in response to local economic conditions, the
effects of inflation on the local labor market and health care costs, and the rates charged by the
Authority’s water supplier (i.e., the City of Detroit Water Board).
YCUA’s plan reflects a belief that local economic conditions will not change significantly from
those during fiscal 2003. Inflation in the local labor markets will remain moderate, whereas
inflation in Detroit water rates and health care costs will be significant. In response to these
factors and prior year operating losses, ordinances have been passed to increase water and
wastewater rates as previously described.
The Authority’s operating budget for fiscal 2004 is approximately $30 million; key provisions
include:
An increase of roughly 10 percent in operating revenue attributable to rate increases.
A net increase of 2.8 percent in operating expenses due to escalating costs for purchased
water, sludge disposal during plant expansion project and health care costs. There are no
scheduled wage increases for fiscal 2004.
The capital budget for fiscal 2004 totals approximately $25 million due to the large investment in
the expansion and rehabilitation at the wastewater treatment plant. Delivering water to our
customers and collecting and treating the wastewater generated are the primary functions of the
Authority. In addition, planning for the future water and wastewater needs of our communities is
a vital function. Other capital asset activity scheduled to occur in addition to the plant expansion
includes:
Construction of an additional water connection from the Detroit water distribution system.
As the municipalities to which YCUA provides water continue to grow, an additional
connection is needed for redundancy, so that if our present connection is down for repairs
or other emergency, we can continue to supply uninterrupted water to our customers.
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Many water and sewer mains within the City and Township have been identified as
needing replacement, either because of age or inadequate size. These replacements are
being scheduled as time and funds permit. In fiscal 2004, about 8 miles of water main in
the City are scheduled for replacement.
These projects will be funded primarily through debt. The City expects to issue bonds in the
amount of $8.0 million through the Michigan Drinking Water Revolving Fund at an interest rate
of 2.5 percent.
Requests for Information
This financial report is designed to provide a general overview of YCUA’s finances for all those
with an interest in the Authority’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to
Ypsilanti Community Utilities Authority, Accounting Department, 2777 State Road, Ypsilanti,
Michigan 48198.
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BASIC FINANCIAL STATEMENTS

BASIC FINANCIAL STATEMENTS

YPSILANTI COMMUNITY UTILITIES AUTHORITY
Statement of Net Assets
August 31, 2003

Assets
Current assets:
Cash and investments
Receivables, net
Inventories
Prepaid items
Total current assets

$

Noncurrent assets:
Restricted assets:
Cash and investments
Funds on deposit with City of Ypsilanti
Receivables, long-term portion
Capital assets not being depreciated
Capital assets being depreciated, net
Unamortized bond issuance costs
Total noncurrent assets

31,582,218
1,770,103
510,087
51,045,081
101,740,946
473,837
187,122,272

Total assets

206,526,331

Liabilities
Current liabilities:
Accounts payable
Retentions, deposits and other liabilities
Accrued interest payable
Current maturities of long-term liabilities
Current maturities of accrued compensated absences
Total current liabilities

9,320,162
2,912,466
455,578
2,295,842
572,569
15,556,617

Long-term liabilities:
Bonds payable
Capital leases payable
Environmental liability
Accrued compensated absences
Total long-term liabilities

30,556,880
28,482,086
350,000
592,597
59,981,563

Total liabilities

75,538,180

Net assets
Investment in capital assets, net of related debt
Restricted
Unrestricted
Total net assets

The accompanying notes are an integral part of these financial statements.

8,136,360
10,564,060
616,513
87,126
19,404,059

94,596,395
33,352,321
3,039,435
$

130,988,151

