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Accounting ‘Tax ! Business Consulting
Independent Auditors’ Report

To the Board of Directors
Water Pollution Control Authority of
The City of Bridgeport, Connecticut

Report on the Financial Statements

We have audited the accompanying financial statements of the Water Pollution Control
Authority of the City of Bridgeport, Connecticut (the WPCA) as of and for the year ended
June 30, 2013, and the related notes to the financial statements, which collectively comprise the
WPCA'’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes 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.

Auditors’ Responsibility

Our responsibility is to express opinions 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 and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. 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 involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation and fair presentation of the financial
statements 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 entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

Blum, Shapiro & Company, P.C. An Independent Member of Baker Tilly International



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

As discussed in Note 1, the financial statements of the Water Pollution Control Authority of the
City of Bridgeport, Connecticut, are intended to present the financial position, the changes in
financial position and cash flows information of only that portion of the business-type activities
of the City of Bridgeport, Connecticut, that is attributable to the transactions of the WPCA.
They do not purport to, and do not, present fairly the financial position of the City of Bridgeport,
Connecticut, as of June 30, 2013, or the changes in its financial position or its cash flows for the
year then ended, in conformity with accounting principles generally accepted in the United States
of America.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the business-type activities of the WPCA as of June 30, 2013
and the respective changes in financial position and, where applicable, cash flows thereof for the
year then ended in accordance with accounting principles generally accepted in the United States
of America.

g[‘“"/ &‘1""“‘ r%,éC.

West Hartford, Connecticut
December 20, 2013



WATER POLLUTION CONTROL AUTHORITY
OF THE CITY OF BRIDGEPORT, CONNECTICUT

STATEMENT OF NET POSITION

JUNE 30, 2013

Assets:
Current:
Cash and cash equivalents
Accounts and liens receivable, net of allowances for
doubtful accounts of $3,798,915
Other receivables
Total current assets

Noncurrent:
Capital assets not being depreciated
Capital assets being depreciated, net of depreciation
Total noncurrent assets

Total assets

Liabilities:
Current:
Current portion of long-term debt
Accounts payable and accrued expenses
Accrued interest payable
Construction contracts payable
Due to other funds of the City of Bridgeport
Deferred revenue
Total current liabilities

Long-term debt, less current portion
Total liabilities
Net Position:
Net investment in capital assets

Unrestricted

Total Net Position

The accompanying notes are an integral part of the financial statements

EXHIBIT I

4,673,470

6,006,975
1,729,092

12,409,537

19,252,709
109,782,686

129,035,395

141,444,932

5,447,241
2,376,330
399,281
718,100
407,864
134,493

9,483,309

39,633,740

49,117,049

83,954,414
8,373,469

92,327,883




WATER POLLUTION CONTROL AUTHORITY
OF THE CITY OF BRIDGEPORT, CONNECTICUT

EXHIBIT II

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2013

Operating Revenues:
Sewer user fees

Operating Expenses:
Operation and maintenance
Depreciation

Total operating expenses

Operating Loss

Nonoperating Revenue (Expense):

Interest income
Interest expense
Other income
Net nonoperating revenue
Loss Before Capital Contributions
Capital Contributions
Change in Net Position

Net Position - Beginning of Year

Net Position - End of Year

The accompanying notes are an integral part of the financial statements

$

$

27,138,996

20,728,362
6,810,808

27,539,170

(400,174)

7,898
(860,605)
1,020,309

167,602

(232,572)

3,052,731

2,820,159

89,507,724

92,327,883




EXHIBIT III
WATER POLLUTION CONTROL AUTHORITY

OF THE CITY OF BRIDGEPORT, CONNECTICUT
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2013

Cash Flows from Operating Activities:

Receipts from customers and users $ 27,764,893

Payments to suppliers (19,417,432)

Payments to employees (768,958)

Payments for interfund services used 65,481

Net cash provided by operating activities 7,643,984
Cash Flows from Capital and Related Financing Activities:

Principal payments on debt (5,061,148)

Interest paid on debt (712,538)

Proceeds from notes payable 3,322,021

Proceeds received on capital grants 3,052,731

Purchase of capital assets (8,570,938)

Net cash used in capital and related financing activities (7,969,872)
Cash Flows from Noncapital Activities:

Other income 1,020,309
Cash Flows from Investing Activities:

Interest received on investments 7,898
Net Increase in Cash and Cash Equivalents 702,319
Cash and Cash Equivalents at Beginning of Year 3,971,151
Cash and Cash Equivalents at End of Year $ 4.673.470

Reconciliation of Operating Loss to Net Cash Provided by Operating Activities:
Operating loss $ (400,174)
Adjustments to reconcile operating loss to net
cash provided by operating activities:

Depreciation 6,810,808
Changes in assets and liabilities:
Decrease in accounts receivable and unbilled usage charges 160,753
Decrease in other receivables 768,010
Decrease in provision for uncollectible accounts (295,377)
Increase in due to other funds of the City of Bridgeport 65,481
Increase in accounts payable and accrued expenses 541,972
Decrease in deferred revenues (7,489)
Net Cash Provided by Operating Activities $ 7,643,984

The accompanying notes are an integral part of the financial statements
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WATER POLLUTION CONTROL AUTHORITY
OF THE CITY OF BRIDGEPORT, CONNECTICUT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

Pursuant to an ordinance approved by the City Council (the Ordinance) of the City of
Bridgeport, Connecticut (the City) on April 18, 1988, the Water Pollution Control Authority
of the City of Bridgeport, Connecticut (the WPCA) was established, effective July 1, 1988, to
operate and maintain the sewage system of the City as a self-sustaining activity. The
Ordinance requires the WPCA to adopt its own budget and to be accounted for as a business-
type activity of the City. The WPCA is governed by a Board of Directors consisting of nine
members, four of whom are City officials and five of whom are appointed by the Mayor of
the City and approved by the City Council. The financial statements present only the Water
Pollution Control Authority of the City of Bridgeport, Connecticut, and do not purport to,
and do not, present fairly the financial position of the City of Bridgeport, Connecticut, as of
June 30, 2013, and the changes in its financial position and its cash flows, where applicable,
thereof for the year then ended, in conformity with accounting principles generally accepted
in the United States of America.

Certain operations of the WPCA are conducted by the City and its employees in accordance
with an agreement of understanding. This agreement outlines the operating and financial
responsibilities of the WPCA and the City and also stipulates the methods by which certain
overhead costs incurred by the City for providing these services are to be reimbursed by the
WPCA.

B. Basis of Presentation

The accounts of the WPCA are organized on the basis of an enterprise fund, which is
considered a separate accounting entity. The operations of the fund are accounted for
through a separate set of self-balancing accounts that comprise its assets, liabilities, net
position, revenues and expenses.

C. Basis of Accounting

The WPCA utilizes the accrual basis of accounting, under which revenues are recognized
when earned and expenses are recognized when incurred.

D. Accounting Estimates

The preparation of the basic financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues, expenses and expenditures during the reporting period. Actual results
could differ from those estimates.



WATER POLLUTION CONTROL AUTHORITY
OF THE CITY OF BRIDGEPORT, CONNECTICUT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

E. Cash and Cash Equivalents

For purposes of reporting cash flows, the WPCA considers all unrestricted and restricted
highly liquid investments with an original maturity term of three months or less when
purchased to be cash equivalents.

F. Accounts Receivable

Accounts receivable are carried at the original amount billed less an estimate made for
doubtful accounts based on a review of all outstanding amounts on a monthly basis.
Management determines the allowance for doubtful accounts by identifying troubled
accounts and by using historical experience applied to an aging of accounts. Recoveries of
accounts receivable previously written off are recorded when received.

G. Capital Assets

Property, plant and equipment are stated at cost. Normal maintenance and repairs that do not
add to the value of the asset or materially extend asset lives are not capitalized. Assets being
constructed over a period of time are classified as construction in progress. No depreciation
is computed on these assets until they are complete and placed into service. Property, plant
and equipment are depreciated over the following estimated useful lives:

Facilities and improvements 20-50 years
Equipment 5-20 years

The WPCA capitalizes interest during the period of construction.
H. Compensated Absences

Vacations earned during the year and not taken can be, subject to certain restrictions, carried
over to the following fiscal year or partly paid in cash. A liability is accrued for that portion
of vacation pay that vests. Unused sick pay is accumulated, subject to certain limitations, for
future absences or paid upon death or retirement.

Vested sick leave and accumulated vacation leave is recognized as an expense and liability as
the benefits accrue to employees. Nonvested sick leave is recognized to the extent it is
expected to be paid.



WATER POLLUTION CONTROL AUTHORITY
OF THE CITY OF BRIDGEPORT, CONNECTICUT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

I. Due from Other Funds of the City of Bridgeport and Self-Insurance

The City’s General Fund pays for all expenses on behalf of the WPCA and bills the WPCA
monthly for such expenses, as well as for certain overhead costs incurred by the City in
connection with the WPCA’s operations. The City also makes the principal and interest
payments on its outstanding debt, and bills the WPCA for such payments.

The City self-insures for employee health benefits and workers’ compensation. The WPCA
is charged a premium for health benefits based on rates set by the City. Any underfunding at
the City level will result in increased premiums in later years, but is not believed to be
material to the WPCA. The WPCA is charged for the workers’ compensation claims
attributable to its employees based on actual costs. The WPCA recognizes a liability for
workers’ compensation claims payable and for claims incurred but not reported.

J. Revenues

Revenues are based on the WPCA authorized minimum charges and rates per hundred cubic
feet applied to customer consumption of water. The WPCA accrues an estimate for services
delivered but not billed at the end of each accounting period. The WPCA distinguished
operating revenues and expenses from nonoperating. Operating revenues result from charges
to customers for sewer treatment and related services. Operating expenses include the cost of
operations, maintenance, sales and service, administrative expenses and depreciation. All
revenues and expenses not meeting this definition are reported as nonoperating or capital
contributions.

Interest is levied on accounts that are 30 days past due. The WPCA has the authority to file
liens on past due accounts. The liens are payable second to property taxes upon transfer of
the respective properties.

The WPCA also has an agreement with the Town of Trumbull (Trumbull) for sewage
treatment services provided. Trumbull, which is billed for services monthly, has three mains
that pass wastewater to the WPCA’s Westside treatment facility.



WATER POLLUTION CONTROL AUTHORITY
OF THE CITY OF BRIDGEPORT, CONNECTICUT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

K. Net Position

Net position represents the difference between assets and liabilities. Net investment in
capital assets consists of capital assets, net of accumulated depreciation, reduced by any
outstanding balances of any borrowings used for the acquisition, construction or
improvement of those assets. Net position is reported as restricted when there are limitations
imposed on its use either through the enabling legislation adopted by the WPCA or through
external restrictions imposed by creditors, grantors or laws or regulation of other
governments. Restricted resources are used first to fund appropriations.

CASH AND CASH EQUIVALENTS

As of June 30, 2013, cash and cash equivalents, including balances restricted for repayment
of principal and interest on State loans and for capital improvements, consist of the
following:

Demand accounts $ 4,673,070
Petty cash 400
§__ 4673470

Responsibility for custodial credit risks of deposits rests with the City; accordingly, separate
disclosure is not possible.

Disclosure of the City’s custodial credit risk of deposits is contained in the City’s basic
financial statements.



WATER POLLUTION CONTROL AUTHORITY
OF THE CITY OF BRIDGEPORT, CONNECTICUT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

3. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2013 was as follows:

Beginning Additions/ Disposals/ Ending
Balance Transfers Transfers Balance
Business-type activities:
Capital assets not being depreciated:
Construction in progress $ 12,926,142 $§ 6326567 $ $ 19,252,709
Capital assets being depreciated:
Buildings and improvements 103,714,088 41,418 103,755,506
Machinery and equipment 17,233,583 854,176 18,087,759
Distribution and collection systems 74,781,230 988,960 75,770,190
Vehicles 2,669,399 172,896 2,842,295
Total capital assets being depreciated 198,398,300 2,057,450 - 200,455,750
Less accumulated depreciation for:
Buildings and improvements (53,434,239) (4,159,220) (57,593,459)
Machinery and equipment (10,647,945) (925,041) (11,572,986)
Distribution and collection systems (17,402,043) (1,609,660) (19,011,703)
Vehicles (2,378,029) (116,887) (2,494,916)
Total accumulated depreciation (83,862,256) (6,810,808) - (90,673,064)
Total capital assets being depreciated, net 114,536,044 (4,753,358) - 109,782,686
Business-Type Activities Capital Assets, Net $ 127462186 $ 1,573,209 $ - $ 129,035,395

Total depreciation expense was $6,810,808 for the year ended June 30, 2013.
Construction in progress consists primarily of costs for the Pump Station Rehabilitation,

Construction of the new River St. Pump station, and a separation of storm and sanitary
Sewers.
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WATER POLLUTION CONTROL AUTHORITY
OF THE CITY OF BRIDGEPORT, CONNECTICUT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

4. LONG-TERM DEBT
Long-term debt at June 30, 2013 consists of the following:

2007 General Obligation Bonds issued by the City on behalf of the

WPCA, bearing interest at 4% to 6% $ 275,000

2009 General Obligation Bonds issued by the City on behalf of the

WPCA, bearing interest at 2% to 5.7% 1,644,870

2011 General Obligation Bonds issued by the City on behalf of the 390,077
WPCA, bearing interest at 1.68% to 6.388%

2012 General Obligation Bonds issued by the City on behalf of the 1,564,217
WPCA, bearing interest at 3% to 5%

State of Connecticut Clean Water Fund loans, bearing interest at 2% 41,206,817

45,080,981
Less current portion 5,447,241
530,633,740

The WPCA does not have the authority to issue debt on its own behalf. All debt issued on
behalf of the WPCA is considered debt of the City. The WPCA pays the principal and
interest due on its allocable portion of the City’s debt.

11



WATER POLLUTION CONTROL AUTHORITY
OF THE CITY OF BRIDGEPORT, CONNECTICUT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

The annual debt service requirements on the above debt at June 30, 2013 are as follows:

Fiscal Year Principal Interest Total
2014 $ 5,447,241 § 1,211,578  § 6,658,819
2015 5,383,142 810,186 6,193,328
2016 5,503,946 884,059 6,388,005
2017 3,854,350 642,744 4,497,094
2018 3,597,304 563,590 4,160,894
2019 3,389,603 487,809 3,877,412
2020 3,242,168 417,554 3,659,722
2021 1,712,368 359,698 2,072,066
2022 1,655,291 320,566 1,975,857
2023 1,653,621 279,860 1,933,481
2024 1,486,263 243,192 1,729,455
2025 1,480,844 204,309 1,685,153
2026 1,414,082 168,726 1,582,808
2027 1,316,972 134,287 1,451,259
2028 1,286,142 100,549 1,386,691
2029 1,137,752 66,639 1,204,391
2030 928,410 35,774 964,184
2031 303,578 16,842 320,420
2032 254,606 8,123 262,729
2033 17,415 409 17,824
2034 6,759 256 7,015
2035 5,345 123 5,468
2036 1,106 65 1,171
2037 1,106 43 1,149
2038 1,106 21 1,127
2039 461 2 463
Total $ 45,080,981 $ 6,957,004 $ 52,037,985

2

Long-term liability activity for the year ended June 30, 2013 was as follows:

Beginning Ending Due Within
Balance Increases Decreases Balance One Year
Bonds and notes payable:
General obligation bonds $ 4,008,491 §$ $ 134327 $ 3,874,164 $ 194,888
Notes payable 42,811,617 3,322,021 4,926,821 41,206,817 5,252,353
Long-Term Liabilities $ 46,820,108 $ 3,322,021 $ 5,061,148 $ 45,080,981 $ 5,447,241
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WATER POLLUTION CONTROL AUTHORITY
OF THE CITY OF BRIDGEPORT, CONNECTICUT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

5. INTEREST COST

The total interest cost incurred during the year ended June 30, 2013 was $860,605.

. RISK MANAGEMENT

The WPCA is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
WPCA and the City have implemented a program to account for and finance their uninsured
risks of loss. Under this program, the City provides coverage for general liability insurance
and employee health insurance, and the WPCA finances its own risks for workers’
compensation. The WPCA purchases insurance coverage for its other insurable risks.
Settled claims have not exceeded commercial coverage in any of the past three years.

The WPCA makes payments to the City for employee health claims based on actuarial
estimates. The WPCA does not share in the exposure for the difference between payments to
the City and actual claims paid; thus, no claim liability is reported by the WPCA.

For workers’ compensation claims, the WPCA makes payments to the City based on actual
claims paid by the City relating to WPCA employees. The WPCA recognizes a liability for
workers’ compensation claims payable and for claims incurred but not reported, based on an
actuarial valuation.

Changes in claims liabilities, primarily workers’ compensation, during the past two years are
as follows:

Fiscal Claims Claims and Claims
Year Ended Payable Changes in Claims Payable
June 30, July 1 Estimates Paid June 30
2012 $ 2,981 $ 8,124 $ 10,697 $ 408
2013 408 7,200 632 6,976
. EMPLOYEE BENEFITS

Employees of the WPCA are entitled to certain benefits through the City. These benefits
include health care benefits and pension benefits. Information with respect to these benefits
is contained in the City’s basic financial statements.
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WATER POLLUTION CONTROL AUTHORITY
OF THE CITY OF BRIDGEPORT, CONNECTICUT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

8. COMMITMENTS AND CONTINGENCIES

The WPCA is a defendant in various legal actions principally involving property damage and
other miscellaneous claims. Based upon the advice of legal counsel, management believes
that the ultimate resolution of these matters will not have a material adverse effect on the
financial condition or results of operation of the WPCA.

Under various consent decrees issued by the State of Connecticut Department of
Environmental Protection (consent decrees), the WPCA is required to bring both of its
treatment facilities in compliance with Federal standards and eliminate certain combined
storm and sanitary sewers. The estimated cost of these improvements is $244,000,000. As
of June 30, 2013, approximately $180,000,000 relating to these projects, including
capitalized interest, has been incurred and included in property, plant and equipment. Based
on current engineering estimates, completion of these projects will be within the next six
years. Funding for these improvements is being provided by the State of Connecticut’s
Clean Water Fund in the form of loans and grants. As of June 30, 2013, the State is
committed to providing the WPCA additional funding in the form of loans and grants of
approximately $13,666,000 and $10,137,000, respectively.

9. PRIVATIZATION AGREEMENT

On April 11, 2003, the WPCA entered into a ten-year agreement (the Agreement) with an
independent contractor (the Contractor) to provide operations, maintenance and management
services to its two wastewater treatment facilities and systems. This agreement was initially
to expire in April 2013, but was extended to December 31, 2013. The WPCA may terminate
the Agreement in its sole discretion, for its convenience and without cause at any time
commencing on the third-year anniversary of the commencement date upon 120 days prior
written notice to the Contractor. If the WPCA exercises its convenience termination, the
WPCA shall not be liable to the Contractor for any demobilization costs, termination fees or
any other costs or expenses except for the portion of the service fee due to the Contractor
pursuant to the terms of the agreement through the date of termination, the unamortized
capital costs and certain other costs.
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