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Independent.Auditors’ Report

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

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, 2016, and the related
notes to the financial statements, which collectlvely comprlse the WPCA's basu: ﬁnancnal statements as
listed in the table of contents :

Management's ResponSIblllty 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’ Responsibflity

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.

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

Blum, Shapiro & Company, P.C. ' An independent member of Baker Tilly Intemalional

P.O. Box 272000 Fax 860.521.9241



‘Opinion et st s i nmem e S n mim e e o
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, 2016 and the
respective changes in financial position and cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Emphasis of Matter

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, 2016, 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.
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West Hartford, Connecticut _ '
January 30, 2017 ‘



i e .. . EXHIBITL
WATER POLLUTION CONTROL AUTHORITY

OF THE CITY OF BRIDGEPORT, CONNECTICUT

STATEMENT OF NET POSITION

JUNE 30, 2016

Assets:
Current: :
Cash and cash equivalents ; % 5,436,605
Accounts and liens receivable, net of allowances for
d_oubtful accounts of $5,298,140 8,268,041
Other receivables 1,353,949
Prepaid assets : 190,000
Total current assets ' : 15,248,595
Noncurrent: .
- .Capital assets not being depreciated : 13,839,812
Capital assets being depreciated, net of depreciation _ 117,909,435
Total noncurrent assets _ , o __ _1'31,749,247
Total assets e 146907842
Liabilities:
Current:
Current portion of long-term debt 4,169,087
. Accounts payable and accrued expenses 2,593,418
Accrued interest payable ' _ 220,555
Construction contracts payable - : 812,916
Due to other funds of the City of Bridgeport . ‘ 139,312
Total current liabilities 7,935,288
Long-term debt, less current portion 36,558,584
Total liabilities 44,493,872
Net Position: ;
Net investment in capital assets 91,021,576
Unrestricted 11,482,394
Total Net Position - . $ 102,503,970

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

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2016

EXHIBITI _

Operating Revenues:
Sewer user fees
Miscellaneous income

Total operating revenues

Operating Expenses:
‘Operation and maintenance
Depreciation ,

Total operating expenses
Operating Income
Nonbpefating Revenue (Expense):

: .lnterest_,income _ e
Interest expense ,

Net nonoperating revenue (expense)
Income (L.oss) Before Capital Contributions
Capital Contributions
Change in Net Position

Net Position - Beginning of Year

| Net Positioh - End of Year

$ 35,481,622
1,114,924
36,596,546

28,711,057
7,741,045
36,452,102

144,444

- 9,231
(785,183)
(775.952)

(631,508)

4,353,922

3,722,414

98,781,556

$ 102,503,970

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
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2016

Cash Flows from Operating Activities:

Receipts from customers and users - $ 37,602,573
Payments to suppliers _ (27,856,452)
Payments to employees (873,844)
Payments for interfund services used (583,404)
Net cash provided by operating activities : 8,288,873
Cash Flows from Capital and Related Financing-Activities:
-Principal payments on debt ' (5,628,426)
Interest paid on debt : , (923,894)
‘Proceeds from notes payable 4,491,868
Proceeds received on capital grants 4,353,922.
Purchase of capital assets o . (10,538,282):
Net cash used in cap’ita_l and related financing activities . ‘ (8,244,812)
Cash Flows from investing Activities: - | B
Interest received on investments ) 9,231
Net Increase in Cash and Cash Equivalents 53,292
Cash and Cash Equivalents at Beginning of Year ' 5,383,313
Cash and Cash Equivalents at End of Year $ 5,436,605

Reconciliation of Operating Income to Net Cash Provided by Operating Activities:

Operating income ' $ 144,444
Adjustments to reconcile operating income to net
cash provided by operating activities:
Depreciation : 7,741,045
Changes in assets and liabilities:
(Increase) decrease in accounts receivable and unbilled usage charges 1,074,673
(Increase) decrease in other receivables ' (192,160)
(Increase) decrease in prepaids (190,000) .
Increase (decrease) in-provision for uncollectible accounts 123,514
Increase (decrease) in due to other funds of the City of Bridgeport (583,404)
Increase (decrease) in accounts payable and accrued expenses 170,761

Net Cash Provided by Operating Activities $ 8,288,873

The accompanying notes are an integral part of the financial statements
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WATER POLLUTION CONTROL AUTHORITY
“OF THECITY OF BRIDGEPORT, CONNECTICUT ~
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2016

1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

Pursuant to an ordinance approved by the Clty 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 Ordlnance 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,
2016, and the changes in its financial position and its ‘cash flows, where applicable, thereof for the year
then ended, in conformity with accountlng pnncnples generally accepted in the United States of
'Amenca :

_Certaln operations of the WPCA are cdnddcted.-bylthé :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 sewlces 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. Ca.sh 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
equwalents



WATER POLLUTION CONTROL AUTHORITY

“"OF THE CITY OF BRIDGEPORT, CONNECTICUT =~~~ =~ =~ 77 oo
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2016

E. 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. -

F. 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. Interest expense incurred during the
construction phase of capital assets is included as part of the -capitalized value of the assets
constructed. - 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 " 20-50vyears
Equipment : ' 5-20 years

G. 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. I|m|tat|ons 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. Compensated absences are recorded as short-term liabilities.

H. 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 bilis 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 prlnmpal and interest payments on its outstanding debt,
_and bxlls 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.



WATER POLLUTION CONTROL AUTHORITY

“'OF THECITY'OF BRIDGEPORT, CONNECTICUT = -
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2016

l. 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 ie 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.

J. Net Position

-Net position- represents the dn‘ference between assets and liabilities. ' Net. investment in capltal 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.

K. 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. The WPCA currently has no assets under restrictions.

‘2. CASH AND CASH EQUIVALENTS

As of June 30, 2016, 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 $ 5,433,905
Pefty cash ' 2,700
$ 5,436,605

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 . o
~OF THE'GITY OF BRIDGEPORT. CONNECTICUT ™~~~ © - - = o
NOTES TO FINANGCIAL STATEMENTS

JUNE 30, 2016 '

3. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2016 was as follows:

Beginning Additions/ Disposals/ Ending
Balance Transfers Transfers Balance
Business-fype activities: :
Capital assets not being depreciated: - '
Construction in progress $ 18,754,074 $ 9,624,576 $  (14,538,838) $ 13,839,812
Capital assets being depreciated: ‘
Buildings and improvements 115,181,992 3,915,672 119,097,664
Machinery and equipment . 13,519,471 477,474 13,996,945
Distribution and collection-systems - - 77,110,100 11,706,964 . ’ 88,817,064
Vehicles - - ) 2,727,281 33,300 ; .. 2,760,581
Total capital assets being depreciated . - 208,538,844 16,133,410 ° - 224,672,254
Less accumulated depreciation for:
Buildings and improvements (66,463,318) (4,695,696) : (71,159,014)
Machinery and equipment ' (8,495,288) (1,219,522) ) (9,714,810)
Distribution and collection systems (21,744,560) (1,699,795) (23,444,355)
Vehicles (2,318,608) (126,032) (2,444,640)
Total accumulated depreciation ’ (99,021,774) (7,741,045) - (106,762,819) .
Total capital assets being depreciated, net 109,517,070 8,392,365 - 117,909,435

Business-TypeAcﬁvities Capital Assets, Net § 128,271,144 $ 18,016,941 $ (14,538,838) $ 131,749,247

' Total depreciation expense was $7,741,045 for the year ended June 30, 2016.

Construction in progress consists primarily of costs for storm and sanitary sewer separation,
rehabilitation of pump stations and rehabilitation of generators on the West and East Sides.



WATER POLLUTION CONTROL AUTHORITY -
"OF THE CITY OF BRIDGEPORT, CONNECTICUT
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2016

4. LONG-TERM DEBT
Long-term debt at June 30, 2016 consists of the following:

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

WPCA, bearing interest at 4% to 6% $ - 115,000
2008 General Obligation Bonds issued by the City on behalf of the
WPCA, bearing interest at 2% to 5.7% 1,420,117
2011 General Obligation Bonds issued by the City on behalf of the - :
- WPCA, bearing interest at 1.68% to 6.388% 334,836
2012 General Obligation Bonds issued by the Clty on behalf of the o
WPCA, bearing interest at 3% to 5% - _ .- 1,397,847
State of Connecticut Clean Water Fund Ic;ans, beari'n'g' interest at 2% 37,347,850 . -
_ 40,615,650
Less current portion 4,169,087
$ 36,446,563

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 Clty The WPCA pays the principal and interest due on its allocable
portion of the City's debt.

10



WATER POLLUTION CONTROL AUTHORITY
'OF THE CITY OF BRIDGEPORT, CONNECTICUT
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2016

The annual debt service requirements on the above debt at June 30, 2016 are as follows:

Fiscal Year Principal Interest Total

2017 $ 4,169,087 748,661 § 4,917,748

2018 3,912,042 663,212 4,575,254
2019 3,891,943 822,397 4,714,340
2020 3,878,510 625,959 4,504,469
2021 2,348,710 555,292 2,904,002
2022 2,291,633 503,578 2,795,211
2023 2,289,963 450,175 2,740,138
2024 . 2,122,605 400,810 2,523,415
2025 © 2,117,187 349,230 2,466,417
2026 2,050,424 300,950 2,351,374
2027 1,953,314 253,802 2,207,116
2028 - . 1,922,484 207,380 2,129,864
© 2029 1,774,094 160,773 = . 1,934,867 .
2030 1,562,079 117,211 - 1,679,290 -
2031 904,655 85,929 990,584
2032 858,870 65,155 924,025
2033 519,095 46,241 565,336
2034 499,113 36,255 535,368
2035 445,860 26,437 472,297
2036 324,098 19,007 343,105
2037 322,711 " 12,581 335,292
2038 322,711 6,157 328,868
2039 134,462 670 135,132
Total $ 40615650 $ 6,457,862 $ 47,073,512

Long-term liability activity for the year ended June 30, 2016 was as‘ follows:

Beginning ’ Ending Due Within
Balance Increases Decreases Balance One Year
Bonds and notes payable: .
General obligation bonds '$ 3,475,867 $ $ 208,067 $ 3,267,800 $ 213,306
Bond premium . 119,515 7,494 112,021 .
Notes payable 38,276,341 4,491,868 5,420,359. 37,347,850 3,955,781
Long-Term Liabilities $ 41,871,723 $ 4,491,868 $ 5,635,920 $ 40,727,671 $ 4,169,087
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WATER POLLUTION CONTROL AUTHORITY _
‘OF THE CITY OF BRIDGEPORT, CONNECTICUT |
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2016

5. INTEREST COST

The total interest cost incurred during the year ended June 30, 2016 was $785,183. Of this amount,
$152,107 was included as part of the cost of capital assets under construction in connection with
wastewater treatment facilities’ construction projects.

6. 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 hHealth insurance, and
the WPCA finances its own risks for workers’ compensation. The WPCA purchases insurance
coverage for its other insurable risks. Settled clalms have not exceeded commercial coverage |n any of
the past three years )

The WPCA makes payments to the City for employee health clalms based on actuarial estlmates 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
2015 $ 13,358  § 3,000 % 8,858 § 7,500
2016 . 7,500 - - . 7,500

7. 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.

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.
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. WATER POLLUTION CONTROL AUTHORITY

- OF THE CITY OF BRIDGEPORT, CONNECTICUT -
NOTES TO FINANCIAL STATEMENTS

"JUNE 30, 2016 '

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, 2016, $201,061,105 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 improvementsis being provided by the State of Connecticut's Clean
Water Fund in the form of loans and grants. As of June 30, 2016, the State is committed to providing
the WPCA additional funding in the form of loans and grants of $3,624,141 and $3,592,153,
respectively.

9. PRIVATIZATION AGREEMENT

On October 8, 2013, the WPCA entered lnto a ten-year agreement (the Agreement) with a new

- independent contractor (the Contactor). to provide operations, maintenance and management services -
to its two wastewater treatment facilities.’ and collection system. - This agreemert took effect on
"~ January 1, 2014. This Agreement replaced the previous contractor who had agreed to stay through =
December 31, 2013. :
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