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independent Auditors’ Report

, Board of Commissioners
Green Bay Metropolitan Sewerage District
Green Bay, Wisconsin

We have audited the accompanying financial statements of Green Bay Metropolitan Sewerage

District, which comprise the Statements of Net Position as of December 31, 2012 and 2011, and
the related statements of Revenues, Expenses, and Changes in Net Position and Cash Flows
for the years then ended, and the related notes to the financial statements

Managements 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 10 fraud or error,

Auditors’ Responsibliity ‘

Our respansibility 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 pbtain

_ reasonable assurance about whether the financial statements are free from meterial

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 auditars’
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 auditor
considers internal control retevant 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 pesentation of the financial statements.

‘We believe that the audit evidence we have obtained is sufficient and appropriate 1o provide a
“pasis for our qualified audit opinion. -
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Basis for Qualified Opinion |

Because we were unable to reconcile the cost of capital assets stated at $272,182,319 and
$237,327,658, accumulated depreciation stated at $108,7686,601 and $104,894,230 and
depreciation expense of $6,312,357 and %$6,451,996, respectively, as of December 31, 2012 and
2011, we are unable to form an opinion regarding these amounts.

Qualified Opinion

in our opinion, except for the effects of the matter discussed in the Basis for Qualified Opihion ,

paragraph, the financial statements referred to in the first paragraph present fairly, in all material
respects, the financial position of Green Bay Metropolitan Sewerage District as of December 31,
2012 and 2011, and the resulis of its operations and its cash flows for the year then ended in

* accordance with accounting principles generally accepted in the United States of America.

Milwaukee, Wisconsin - | ' ‘
March 27, 2013
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS '
‘December 31, 2012 and 2011

As management of the Green Bay Metropolitan Sewerage District (GBMSD), we offer readers of
GBMSD's financial statements this narrative overview of the financial activities of GBMSD for the fiscal
year ending December 31, 2012. We encourage readers o cobsider the information presented here in

conjunction with GBMSD's financial statements and notes-to the financial staternents to enhance their

understanding of GBMSD's financial performance.

* GBMSD has adopted a new brand: NEW Water. GBMSD has proudly served NE W&scons‘m‘far more

than 80 years, serving the mission of promoting public health and welfare through the collection,
treatment, and reclamation of wastewater. The organization will continue to be know as the Green Bay
Metropolitan Sewerage District legally, and will continue fo provide the same quality water freatment
service customers has come o expect. This new brand complements a new attitude of viewing
materials received as a resource to be recovered, rather than a was with which to dispose. Further,
NEW Water will be working closely with the greater NE Wisconsin community toward a common goal
of clean water, an essential part of the: quality of life in the watershed area. Clean water- from
wastewater was one of the greatest innovations of the 20th century. NEW Water looks forward to
Watershed Conservation and Stewardship being its signature contribution to the 21st century.

FINANCIAL HIGHLIGHTS

Highlights for 2012 were: ‘

« In 2012, the assets of GBMSD exceed its liabilities at the close of the fiscal year by

$187,292,639. Of this amount, $6,688,486 may he used to meet GBMSD's ongoing obligations.
in 2012, total assets increased $4,937,029, while total liabilities increased $1,203,238, resuiting
in total net position increasing $3,733,7891 over the course of the year's operations.

e« GBMSD's operating expenses decreased by $401,478 in 2012, aftér an increase of $1,269,020
in 2011, : i , .

» User fee revenues from municipal waste increased by $407,162, while mill waste decreased by
$176,246 in 2012, ‘ :

» investment income decreased by $420,347 or 33% in 2012, and decreased by $280,105 or
20% in 2011. This decrease is reflective of the lower interest rates and a reduction in funds
available for investment as a result of construction expenditures. .

Highlights for 2011 were:
s In 2011, the assets of GBMSD exceed its liabilities at the close of the fiscal year by

$183,558,848. Of this amount, $7,238,106 may be used to meet GBMSD's ongoing obligations.
i 2011, total assets increased $4,926,915, while total fiabilities decreased $853,512, resulting
in total net position increasing $5,780,427 over the course of the year's operations.

. GBMSD's operating expenses. increased by $1,269,020 in 2011, after a decrease of $1,062,155
in 2010. The most significant components of the increase in 2011 was depreciation which
increased by $1,328,034. An analysis and recanciliation of the data base for the capital assets

identified that approximately $441,726 of additional depreciation should have been recorded in

prior years, which was adjusted in 2011.

ol
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT .
VANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2012 and 2011

e User fee revenues from municipal waste increased b&l $3,161,640 in 2011, while mill waste
increased by $307,939 in 2011,

s Investment income decreased by $280,105 or 20% in 20\11, and decreased by $506,722 or
559 in 2010. This decrease is reflective of the lower interestrates. : -

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report includes this management's discussion- and analysis report, the ihdependent
auditor's report, and the basic financial statements of GBMSD. The financial statements also include
notes that explain in more detail some of the information in the financial statements.

REQUIRED FINANCIAL STATEMENTS

The financial statements of GBMSD report information of GBMSD using accounting methods similar to
those used by private sector companies. These statements offer short and long-term financial
information about its activities. The statement of Net Pasition includes all of GBMSD's assets and
liabilities and provides information about the nature and amounts of investments in resources (assets)
and the obligations to GBMSD creditors (liabilities). It also provides the basis for evaluating the capital
structure of GBMSD and assessing the liquidity and financial flexibility of GBMSD.

All of the current year's revenues and expsnses are accounted for in the Statement of Revenues,
Expenses, and Changes in Net Position, This statement measures the success of GBMSD's
operations over the past year and can be used to determine whether GBMSD has successiully
recovered all its costs through its user fees and other charges, profitability and credit worthiness.

The final required financial statement is the Statement of Cash Flows. The statement reports cash
receipts, cash payments, and net changes in t_:ash resulting from operations, investing, and financing

acfivities during the reporting period,
FINANGCIAL ANALYSIS OF GBMSD

The Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net
Position report information about GBMSD's financial activities for the years ending December 31, 2011
and 2010. These statements report the year-end balances of net position as well as the changes in net
position from one year to the next. The balance of net position — the difference between assets and
liabilities ~ measures GBMSD's financial health or financial position. Over time, increases or decreases
in GBMSD's net position indicate whether its financial health is improving or deteriorating. However,
other non-financial factors such as changes in economic conditions, population growth, and changes in

governmental regutations must aiso be considered. 2
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GREEN BAY METRO?OL!TAN SEWERAGE DISTRICT
MANAGEMERNT'S DISCUSSION AND ANALYSIS
December 31, 2012 and 2011

NET POSITION
A summary of GBMSD's Statement of Net Position is presented below:

Condensed Summary of Net Position

Variance of 2012 to 2011
December 31 Increase {decrease)
. 2012 2011 20140 Dollars . %
" Capital assets: . .
Net plant in service $1683,415,718 $132,433,428 $122,762,849 $30,882,280 234 %
© Construction in progress ’ 15,670,127 44445279 48,822,221 (28,775,152} 64.7)
Current, restricted and other assets 77.187.000 74,457,108 73,717,417 2,728,881 3.7
" Total assets ‘ 256,272,845 251335818 | 246,402,487 4,937,028 " 2.0 -
Current liabilities 10,810,281 5,964,083 11,545,288 3,046,198 56.7
Long-term liablliies 58,069,925 60,812,885 57,085,182 _ (2,742,9680) {4.5)
Total liabilities - v ‘58,980,206 67,776,968 68,630,480 1,203,238 1.8
. Net position: ) o
‘Invested In capital assats, :
net of related debt 447,316,685 1 12,588,008 111,598, 180 4728877 42
Restricted \ 632087468 63732734 64245651 (445,266) 0.7
Unrfastricted G,688486 7,238,106 1,827,167 {548,5620) {7.6}
Total net position $187,292,638 $183,558,848 $477,772,007 $ 3,733,791 20 %

Net position increased $3.7 million to §1 87.3 million in 2012 from $183.6 million in 2011, Significant
changes in net position included a $2.7 million decrease in outstanding leng-term debt and a $4.9
million increase in capital assets. ,

Net position increased $5.8 million to $183.6 million in 2011 from $177.9 million in 2010. Significant
changes in net position included a $3.7 million decrease in outstanding long-term debt and a $4.2

million increase in capital assets.

Net position increased $9.2 million to $177.9 million in 2010 from $168.7 million in 2009. Significant
changes in net position included a $20.0 million decrease in outstanding long-term debt, a $24.5 million
decrease in current and other assets, and a $23:6 million increase in capital assets.

1
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GREEN BAY METROPOL!TAN SEWERAGE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2012 and 2011

While the Statements of Net Position shows the change in financial position, the Statements of ;

Revenues, Expenses, and Changes in Net Position provides answers as 0 the nature-and source of
these changes. A summary of the Statement of Revenues, Expenses, and Changes in Net Position is

shown below:

Condensed Summary of Revenues, Expenses and Sh‘énges in Fund Net Position

variance of 2012 fo 2811
Year ended December 31 Increase (decrease}
2012 2014 010 Dollars %
Revenues: .
Operafing revenues T _ $ 25,970,223 3 25,816,455 $ 21,888,491 s 153,768 086 %
Nor-operating revenues | 827,897 4,248,244 1,528,349 (420,347) (3870
Taotal Revenues - . 26,798,120 _ 27,084.898 _. 23,416,840 (266,579).  {1.O)
Expenses:
Depreciation expense 6,312,357 6,451,996 5,123,862 (139,638) (2.2)
Other operating expense 17,492,578 _ 17754418 17818432 {261,839) (1.5)
23,804,936  24,208414 22,937,394 (401,478)
Non-opsrating expernse 2,030,258 1,835,184 1,048,612 _ 1,195,075 65.1
Total Expenses 06,835,195 _ 26,041,598 _ 23,864,006 793,597 2.0
Decrease in net position, before capital
corfributions and transfers (37,075 1,023,101 (s67,168) (1,080,176} (103.8)
Capital contributions 3,770,866 4.783,740 9,740,050 (092,874)  {20.8)
Change in Net Position 3,733,791 5,786,841 9,172,884 (2,063,050) {35.5)
Net position at begirining of year, restated 183,658,848 177.772,007 _168,508.123 - £,786,841 33
Net position at end of year $187,292,632 $183,558,848 3577,772,007 % 3,733,791 20 %

The 2011 and 2010 amounis have been restated to implement GASB Statements No. 63 and 65 as

discussed in Note 12 to the financial statements.’

.GBMSD's operating revenues increased by $153,768 to $25,970,223 in 2012 with rates charged.to

GBMSD's municipal customers increasing $407,162 and industrial customers decreasing $176,246.
Also, the non-operating revenues, which represent investment earnings decreased by $420,347 {o
$827,897 in 2012 from $1,248,244 in 2011. This decrease is primarily due to the general decrease in
interest rates during 2012 and a reduction in funds available for investment.

GBMSD's operating revenues increased by $3,027,964 10 $25,816455 in 2011 due to an increase in
rates charged to GBMSD's municipal custormers. Also, the non-operating revenues, which represent

investment earnings decreased by $280,105 to $1,248,244 in 2011 from $1,548,349 in 2010. This
decrease is primarily due to the general decrease in interest rates during 2011,
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GREEN BAY METROPOLIT’AN SEWERAGE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2012 and 2011

GBMSD's operating revenues increased by $1,108,031 to $21,888,491 in 2010 due to an.increase in

flows and loads from GBMSD's municipal customers. ‘Also, the non-operating . revenues, which
represent investment earnings decreased by $506,722 to $1,528,349 in 2010 from $2,035,071 in 2008,
This decrease is primarily due to the general decrease in interest rates during 2010.

BUDGETARY HIGHLIGHTS

GBMSD adopts an annual budget and a five-year capital plan following public budget workshops and a
public hearing. The budget includes proposed expenses for operations, debt service, and plant and
equipment. The budget then identifies the means of financing the expenses. The budget is used as the
pasis for establishing usér rates on an annual basis. A budget comparison and analysis is presented to
management as interim financial statements; however, they are not reported on nor shown in the

financial statement section of this report.

The following is & summary of the 2012 budget:

Budget Actual Yariance
Reveres $28125,668 $25,870,223 $(2,155,445)
Expenses: '
Salaries and benefits §,228,664 9,187,842 40,722
Power _ . 2,912,338 2,277,045 635,204
Contracted services T 2,032,124 1,458,657 573,467
Maintenance - plant ' 1,133,352 1,282,110 {148,758)
Chemicals 991,888 887,749 304,138
Natural gas and fuel oil - 1,463,540 1,116,351 347,188
Solid waste disposat 566,196 164,283 401,913
Maintenance - Interceptors 446,990 395,981 51,008
Office related expenses 205 668 261,848 33,717
Insurance 172,386 162,846 9,440
Supplementary expenses 393,383 345,514 47,869
Employee development 163,108 102,302 50,8086
Travel and meetings 84,350 49,751 34,599
Total Expenses 19,873,885 17,462,579 2,381,408
Net change $ 8,251,683 $ 8,477,644 § 225,961
7
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GREEN BAY MET ROPOLITAN SEWERAGE DISTRICT |
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2012 and 2011

The following is 2 summary of the 2011 budget:

Budget Actual Variance
Revenuss $25.231,650 $25,81 5455 § 584,805
Expenses:

Salaries and benefils 9,885,115 9,352,135 532,880
Power 2,661,880 2,371,741 200,149
Contracted services ; 2,074,046 1,638,178 435,868
Maintenance-~ plant 1,258,320 1,376,338 (118,018}
Chemicais 861,921 533,176 228,745
Natural gas and fuel oil 1,404,410 1,205,536 198,874
Solid waste disposal 545,187 207,481 337,706
Maintenance - Interceptors 231,298 152,880 78419
Office refated expenses 282,534 232,164 80,370
: insurance 178,219 135,304 43,915
. Supplemeniary expensss 345,692 318,322 27,370
Employee development 120,640 86,316 43,324
Travel and meetings 85,576 44 847 40,729
Total Expenses 19,954,848 17,754 418 2,200,431
Net change s 5275801 & 8.062,037 $2,785236
“The following is a summary of the 2010 budget:
Budget Actual Variznce
Revenues $22,172.581 $21,888,491 % (284,080) -
Expenses:
Salaries and bensfits 9,928,167 9,882,941 45,226
Power 2,681,868 2,562,268 19,687
Contracted services 1,705,836 846,730 759,106
Maintenance - plant 1,155,330 1,097,363 57,967
Chemicals 1,137,726 790,676 347,050
Natural gas and fuel oil 1,102,883 1,036,468 66,415
Solid waste disposal 463,451 414,616 48,835
Maintenance - Interceptors 183,371 . 211,658 - (18,287)
Office related expenses 345,440 238,027 100,413
insurance 235,000 192,689 42,311
Supplementary expenses 324,766 306/714 18,082
Employee development 161,358 82,080 78,279
Travel and meetings 30,850 53,201 {22,351)
Total Expernises 19,366,045 _17,813432 1,5562613
Net change $ 2,806,536 $ 4,075.058 $1,268,523
8
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GREEN BAY METROPOUTAN SEWERAGE DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2012 and 2011

' CAPITALASSETS

At the‘end of 2012, GBMSD had $287.9 million invested in capital assets including two treatment

plants and interceptors. The decrease in construction in process is reflective of the multiple capital

projects capitalized during 2012. in addition, GBMSD continues to make progress on reconciliation of

assets improved during the year.

its capital asset data base to the general ledger and accordingly, the classification and capitalization of

At the end of 2011, GBMSD had $281.8 million invested in capital assets including two treatment

plants and interceptors. The increase in construction in process

is reflective of the multiple capital

projects initiated and ongoing during 2011, including plant upgrades and interceptor repairs.

At the end of 20‘(0, GBMSD had $273.2 million invested in capital assets including two treatment
plants and interceptors. The increase in construction and process is reflective ‘of the multiple capital
projects initiated during 2010, including plant upgrades and interceptor repairs.

2012 2011 2010

{ and and land improvements - $ 3886764 § 3,827,063 § 3,827,058
GStructures 102,360,674 75,267,337 74,001,116
Machinery and equipment 88,473,183 85,683,214 74 A56,758
Furniture and fixtures 527,133 820,622 591,980
Autos and trucks 1,111,118 1,044,619 515,806
Interceptors 75,030,005 69,718,780 - 68,653,321
¢ , Amortizable assels. 793,441 765,033 _ 780,807
Construction in process 16670,127 44 4458279 49,922,221
Sub-totals 287,852,446 281,772,837 273,228,042
108,766,601 104,894,230 4 00,643,872

Less: Accurnulated depreciation

$ 179,085845 3§ 176,878,707 § 172,685,0‘70

Net Property & Equipment

More detailed information about GBMSD's capital assets is pr

esented in Note 4 of the financial

statements. The capital asset information above has been presented as itis recorded in the District's

general ledger.

Ex Al
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GREEN BAY 'METROPOLSTAN’ SEWERAGE DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS '
- pecember 31, 2012 and 2011

DEBT ADMINISTRATION

In order fo abate levying @ tax for debt service, GBMSD maintains cash and investments in a reserve

fund in an amount no 1ess than what is required to meet the balance of the current year's debt service
requirements plus the subseguent ysars debt service. By October 1 of each year, GBMSD's
customers are informed that GBMSD will not levy any taxes for the existing debt service. GBMSD

* pelieves the most equitable method is collecting for municipal debt service requirements basad on the

fiow and loadings to the plant. The mills are assessed debt service cost based on their contractual
plant capacity. ’

indebtedness outstanding at December 31, 2012, 2011, and 2010 amounted to $61.8 million, 64.3
million, and $61.6 million, respectively. This balance includes funds received by GBMSD through the
State of Wisconsin Clean Water Fund Loan program, which hes replaced grant funding for the
construction of wastewater treatment facilities. Interest on these loans is payable semi-annually at
rates of 2.365 — 5.00%. More detailed information about GBMSD's long-term liabilities is presented in

" Note B of the financial statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

The Commission and management of GBMSD considered many factors when setting the fiscal year
budgets, user fees, and charges. One of those factors is the local economy, and the impact our rates
have on the major industries. By maintaining competitive rates, GBMSD believes it can help keep its
industrial customers competitive in their respactive markets. The following table presents the budget

rate history:

BUDGET RATE HISTORY
Municipal Rate History

Volume Suspended
(Per 1,000 BOD Solids  Phosphorus- TKN
" Fiscal Year gals) (Perlb) (Perlb) (Perlb) (Per Lb)

2008 0.51271 0.19526 0.20291 0.83148 0.48411

2009 0.53679 0.21044 0.20719 0.85349 0.53473

2010 081640 0.20704 0.23233 0.82087 0.87116

2011 0.71112 0.23857 = 0.26360 0.70698 0.87221

2012 0.84274 0.26511 0.29365 0.48596 - 0.76667
10
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GREEN BAY NMETROPOLITAN SEWERAGE DISTRIC‘E’
MANAGEMENT'S DISCUSSION AND ANALYSIS
- pecember 31, 2012 and 2011

Wil Rate History

Volume - Suspended -
' (Per 1,000 BOD Solids~  Phosphorus TKN
Fiscal Year gals) = (Per Lb) (Perlbg (Perlb)  (Perlb)

2008 0.37286 0.17038 0.20054 0.82603 0.45258
2008 040517 0.18287 0.20402 0.84653 0.51832
2010 042111 0.16810 021243 . 0.78548 . 0.56928
2011 0.43660 0.17744 0.22522 0.61497 0.66935
2012 047128 0.18786 020413 0.36372 0.55581

GBMSD is currently in the process of building 2 new solids handling facility which has an estimated
project budget of $147 million. GBMSD embarked on this project, known as Resource Recovery and
Electrical Energy (R2E2) for three main reasons: o replace aging infrastructure; to comply with stricter
environmental standards, and to meet needs for increased capacity. R2E2's project concept was
agreed upon through a community-wide effart, and represents a new atfitude, of viewing what is sent
as a resource to be recovered, rather than a waste with which to dispose. This project involves building

+wo anaerobic digesters, which break down biodegradable material in the absence of oxygen, and

reduce the volume of material to be processed. In addition, the digesters will produce a methane gas,
which will be captured and processed into & piofuel and used to produce electricity. It is estimated that

energy costs will be halved during the first year, Currently in the fechnical design phase, R2E2 is

expected to go online in 2017.

GBMSD CONTACT INFORMATION

This financial repott is designed to provide its customers and creditors with a general overview of

GBMSD's finances and to demonstrate GBMSD'’s accourtability for the funds it receives. Anyone

having questions regarding this report or desiring additional information may contact Paul Kaster,
Director of Business Services, Green Bay Metropolitan Sewerage District, 2231 N. Quincy Streef,
Green Bay, WI 54302, or by phone at 920-438-1060, or by email at pkaster@gbmsd.org.

11
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GREEN BAY METROPOUTAN SEWERAGE DISTRICT
STATEMENTS OF NET POSITION
December 31, 2012 and 2011

ASSETS
CUR&EE\E‘T ASSETS
Cash and cash equivalents
Receivables
Sawage treatment service
Other
Inventories

Prepaid items
Total current assg:ts

RESTRICTED ASSETS
Cash and cash equivalents
Investments v
Accrued interest receivable
Accounts receivable - debt
Accounts receivable - construciion
interceptor cost recovery, current portion.
interceptor cost recovery, jong-term portion
Industrial contributions receivable
Total restricted assets

CAPITAL ASSETS
Wastewater treatment facilities
Interceptor sewers
Total, af cost
Accumulated depreciation
Construction in progress
Total capital assets

TOTAL ASSETS

2012

2011

§ 6140503 $ 5,564,883

3,560,250 3,561,140
91,491 87,173
1,019,250 097,924
210,741 191,983
11,022,235 __ 10,403,103
18,231,004 9,114,028
30,874,058 37,932,945
280,921 329,880
1,031,158 821,368
1,817,570 .
1,414,370 1,406,454
11,495,546 13,089,651
1,019,238 1,359,680
66,164,765 __ 64,054,006
193,350,634 163,806,198
78,831,685 73,521,460
272182,319 237,327,658
108,766,601 104,894,230
15,670,127 _ 44445278
179,085,845 _ 176,878,707
056,272,845 _ 251,335,816

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

12
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- GREEN BAY M‘ETROPOL!TAN SEWERAGE DISTRICT
STATEMENTS OF NET POSITION

December 31, 2012 and 2011

LIABILITIES

CURRENT LIABILITIES

Accounts payable
Accrued salaries
Accrued compensated absences, current portion

Other accrued liabilities
Total current liabilities

LIABILITIES PAYABLE FROM RESTRICTED ASSETS
Accounts payable
Current maturities of long-term debt

Accrued interest payable
Total current liabilities payable from
restricted assets :

LONG-TERM LIABILITIES
General obiigaﬁon Jong-term debt, less current maturities

Compensated absences
Total long-term liabilities

Total liabilities
NET ‘POSWON
invested in capital assets, net of related debt
Restricted for
Equipment and interceptor replacement
Deht retirement

Unrestricted

Total Net Position

2012 2011

s 783218 § 719854

174,970 125,939
374,125 346,523
105,381 119,007
1417 594 1,311,423
4,284,720 628,638
4,583,059 4,702,750
324,808 321,272
9,492,587 5,652,660

56,886,101 50,587,949
1,182,824 1,224,936

58,069,925 50,812,885

68,980,206 87,776,968

117,316,685 11 2,588,008

50,617,001 53,404,415
12,770,377 10,328,319
6,688,486 7,238,106

$ 187,292,639 % 183,558,848

The accompanying notes are an integral part of the financial statements.
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GREEN BAY METROPOUTAN SEW
STATEMENTS OF REVENUES,

ERAGE DISTRICT
EXPENSES,

AND CHANGES IN NET POSITION
Years Ended December 31, 2012 and 2011

OPERATING REVENUES

OPERATING EXPENSES

Operating income (loss)

NON-OPERATING REVENUES (EXPENSES)
investment earnings
Loss on disposal of capital assets
interest expense

Total non-operating revenues (expenses)
' |ncome (loss) before capital contributions

CAPITAL CONTRIBUTIONS

CHANGE IN NET POSITION

NET POSITION, BEGINNING OF YEAR {Restated)

NET POSITION, END OF YEAR

2012 2011

$ 25970223 % 25,816,455

23,804,936 24,206,414
2,165,287 1,610,041
827,897 1,248,244
(1,058481) = (291875)
(1,971,778 __ (1,543.309)
(2,202,362) (586,940)

(37,075) 1,023,101

3770,866 _ 4,763,740

3,738,791 5,786,841

183,556,848 177,772,007

$ 187,202,638 $1 83,558,846

The accompanying notes are an integral part of the financial statements.
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- GREEN BAY METROPOL!TAN SEWERAGE DISTRICT
' STATEMENTS OF CASH FLOWS
Years Ended December 34, 2012 and 2091

CASH FLOWS FROM OPERATING ACTIVITIES
Received from customers - : : '
Paid io suppliers
Payments {0 employees

Net cash provided by operating acti\fiﬁes

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

Proceeds from long-term debt

Payments on jong-term debt .
|nterest paid on long-term debt

Acquisition and construction of capital assets
Proceeds from the sale of capital assets
interceptor cost recovery income

Capital contributions received

Net cash used in capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
- Investment income :
Purchase of investments
Proceeds from sales and maturities of investmenis
Net cash provided by investing acfivities

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING
OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

2012

2011

$ 25757005 $ 24,865,356

(B301,457)  (8,740,905)
(0.166,047) __ {9,409,936)
§,289,501 6.714,515
2,188,279 8,932,965
(4709,818)  (6,249,836) .
(1.968,242)  (2.001841)
(5.921,894)  (13,594,154)
- 8,250
0220012 1,556,757
1,650,915 4,976,271
(6,531,748) __ (6.371.588)
£76,856 678,525
(10,350,268) (15,469,410}
17.417.255 15,838,819
7.034,843 1,047,934
9,692,596 1,390,861
14678.911 __ 13,288,050

$ 24,371,507 § 14,678,811

The accompanying notes are an integral part of the financial statements.
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT
STATEMENTS OF CASH FLOWS
Years Ended December 31, 2012 and 2011

2012 2011
RECONCILIATION OF CASH AND CASH EQUIVALENTS
TO STATEMENT OF NET POSITION ' :
Unrestricted ‘ $ 6,140,503 $ 5,564,883
Restricted ' 18,231,004 9,114,028
TOTAL CASH AND CASH EQUIVALENTS . $ 24,371,507 § 14,678,911

Reconciliation of operafing income to net cash
provided by operating activities
Operating income ' $ 2165287 §. . 1,810,041

Adjustments to reconcile operating income
to net cash provided by operating activities

Depreciation 6,312,357 6,451,806
Effects of changes in operating assets- S
and liabilities ) )
Accounts receivable (213,218) (951,089)
inventories (21,326} 44,200
Prepaid items ' (18,758} (10,810)
Accounts payable 43,264 (371,912)
Accrued salaries and other liabilities 35,405 40,316
Compensated absences (13,510 {98,117

Net cash provided by operating activities £ 8,089,501 $ 6,714,515

The accompanying notes are an integral part of the financial statements.
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GREEN BAY METROPOL!TAN SEWERAGE DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Green Bay Mestropolitan Sewerage District (GBMSD) was organized in December 1931,
under Section 66.20 of the Wisconsin Statutes, to construct intercepting sewers, including
rights-of-way and appurtenances, and construct and operate a sewage disposal plant.
GBMSD's service area includes all of the Cities of Green Bay and De Pere, Villages of
Ashwaubenon, Allouez, Bellevue, Hobart, and Howard, Towns of | edgeview, Piitsfield, Scott,
Green Bay, Humboldt, and Lawrence in Brown County; all of the Town of Red River, the Village
of Luxemburg, and part of the Town of Luxemburg in Kewaunee County, and all of the Vilfage of
Pulaski located in Brown, Shawano and Oconto counties. GBMSD, the City of Green Bay, and
two paper mills {ocated within the Green Bay city limits {Georgia-Pacific Consumer Products LP
and Procter & Gamble Paper Products Company) have entered into a tripartite agreement
setting forth the distribution of the fotal cost of construction and operation of the wastewater
treatment facilities. Pursuant to the agreements, the two paper mills share proportionately in the
principal and interest payments falling due during the fiscal year, thus reducing the amount
assessable to the various municipalities within GBMSD. Each entity utilizing GBMSD's services
is billed for the actual units of volume and strength of its sewage treated. Georgia Pacific
Gonsumer Products LP has discontinued discharging into the GBMSD system. GBMSD is a
municipal corporation governed by @ five member comnmission, appointed by the Brown County

Executive, and operates under the jurisdiction of the Wisconsin State Statutes.

A summary of significant accounting policies follows.

Basis of Accounting

GBMSD prepares its financial statements in accordance with accounting principles generally
accepted in the United States of America as formulated by the Government Accounting Standards

Board (GASB). The accounts of GBMSD are maintained, and the accompanying financial -

statements have been prepared, on the accrual basis of accounting. Under the accrual basis of
accounting,  revenues are recognized when eamed and expenses, including depreciation, are

recorded when incurred.

Use of Estimates

P A LIRS

The preparation of 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, deferred outflows, liabilities, deferred inflows and disclosure
of contingent assets and fiabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those

gstimates.-
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GREEN BAY METROPOL?TA& SEWERAGE DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PQL!CEES (CONTINUED).

Cash and Cash equivalents

For purposes of the statement of cash flows, cash and cash equivalents include any highly- -
~ liquid investments with a maturity of three months or less when acquired. -

investments

Investments are reported at fair value, which is the amount a which an investment could be
exchanged in a current transaction between willing parties. Fair value is determined based on
quoted market prices. No amounts are reported at amortized cost. Adjustments necessary to
record investments at fair value are recorded in the statements of revenues, expenses, and
changes in net positionas increases or decreases in investment income. o

Accounts Receivable

P A A4S LAl

Accounts receivable is composed of charges to customers. for wastewater services and debt
service, Receivables are reported at their gross values and are considered to be fully collectible
as they are primarily due from municipalities. As such, no allowance for uncollectible customer

. accounts is considered necessary.

inventories

inventories of supplies are valued at average cost, which approximates market. The
consurmption method is used 1o account for inventories. Under the consumption method,
inventories are recorded as expenses at the fime they are consumed. :

Prepaid ltems

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid expenses in the financial statements.

Restricted Assets

Mandatory segregations of assets are presented as resticted assets, Such segregations are
required by bond agreements and other external parties. Current liabilities payable from these
restricted assets are so classified.

18
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GREEN BAY METROPOLI’I’AN SEWERAGE DISTRICT
NOTES TO FINANCIAL STATEMENTS :
December 31, 2012 and 2011

'NOTE1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital Assets

Capital assets are defined by GBMSD as assefs with- an initial, individual cost of more than
$2,500 for general assets or $5,000 for computers and an estimated useful life in excess of one

year.

Capital assets of GBMSD are recorded at cost orthe fair market value at the fime of contribution
to GBMSD. Major outlays far plant are capitalized as projects are constructed. interest incurred
during the construction phase is reflected in the capitalized value of the capital assets

constructed, net of interest samed on the invested debt proceeds over the same period.

* Capitalized interest was $0 and $428,487 for 2012 and 2011, respectively.

Expenses for maintenance and repairs that do not add value to the asset or materially extend
asset lives are charged to operations as incurred.

Depraciation is computed using the straight-line method over estimated asset lives as follows:

Buildings 20 - 80 years
Improvements 3 - 80 years
Sewars 50 - 100 years
Equipment ' 3 - 30 years

Compensated Absences

Accumulated unpaid vacation and sick pay amounts are accrued when benefits vest o

employees. The unpaid liability is reflected as compensated absences payable. The liability is -

fiquidated from general operating revenues of GBMSD.

Long-Term Obligations

Long—term debt and other obligations are reported as GBMSD liabilities. Bond premiums Or
discounts are capitalized and amortized over the term of the bond using the straight-line

method.

Revenues and Expenges

Revenues and expenses are distinguished between operating and non-operating items.
Operating revenues generally result from providing services in connection with the principal
ongoing operations. The principal operating revenues of GBMSD are fees and capital revenue
for wastewater treatment services. Operafing expenses include the costs associated with the
conveyance and treatment of wastewater, administrative expenses, and depreciation of capitai
assets. All revenues and expenses not meeting these definitions are reported as non-operating

revenues and expenses.
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GREEN BAY MET ROPOLITAN SEWERAGE DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Net Posifion

Net position is classified in three separate categories. -The categorias and their generat
‘descriptions are as follows! - .

a. Invested in capital assets, net of related debf - consists of capital assets including
restricted capital asséts, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, morigages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets less any

unspent debt proceeds.

b. Restricted net position = consists of net ){aosition with constra’tnts-placed'on-their use -

by 1) external groups such as creditors, grantors, contributors, or laws or

regulations of other governments Of, 2} law through constitutional provisions or.

enabling legislation.

c. Unrestricted net position - all other amounts that do not eet the definition of
“restricted” or “invested in capital assets, net of related debt.”

When both res{%ic’ted and unrestricied resources are available for debt service, it js GBMSD's
policy to use restricted resources first, then ynrestricted resources. '
Capital Contributions

Capital contributions consist. of interceptor connection charges, contributed capital assets, and
federal and state granis received to pay a portion of the construction costs of the wastewater
treatment facility. '
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 2.- CASH, CASH EQUIVALENTS, AND INVESTMENTS

9
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& ) ?(;suoi;r%?cember 31, 2012 and 2011, cash, cash eq
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-

Petty cash

Demand deposits

Checking account

Money market accounis
Money market fund

Local Government Investment Pool
U.8. Agency securities

d Mortgage backed securities
Municipal bonds

Corporate bonds

Total cash, cash equivalents, and investments

reconciliation to the financial statemenis:
Cash and cash equivalents
Unrestricted
Restricted
investments
Restricted

i

Total cash, cash equivalents, and invesiments

(FDIC) in the amount of $250,000 for interest beari
noninterest bearing accounts. The FDIC created the

December 31, 2012. This guarantee is over and abo
. bearing deposit accounts. As of January 1, 2013, FDI

Any losses caused by failure of public -depositories

applicable insurance coverage provided by the FDIC.

uivalents, and investments included the

2011

- 2012
$ 75 9 200
1,859,813 1,775,701
7,094,885 4,645,848
15,269,671 8,210,175
47,062 46,987
4,022,040 14,110,360
892,900 2,204,285
12,113,628 5,382,130
13,846,300 16,136,160

$ 55246465 $ 52,611,856

$ 6,140,803 § 5,564,883
18,231,004 9,114,028

30,874,958 37,932,945

$ 55246465 B 52,611,856

'Depos?ts in each local and area pank are insured by the Federal Deposit insurance Corporation

ng accounts and. unlimited coverage for
Temporary Liquidity Guarantee Program.

One element of that program provides for an unlimited guarantee by the FDIC of funds held in an
insured depository institution in non-interest-bearing transaction deposit accounts through

ve the $250,000 coverage on all interest
C coverage was reduced to $100,000 for

interest bearing accounts and $100,000 for noninterest bearing accounts.

are also covered by the State Deposit

Guarantee Fund. The fund provides coverage of $400,000 in each financial institution above the

However, although the fund had reserves

. available at December 31, 2012, the future availability of resources i cover the losses cannot be

Y projected because provisions of the 1985 Wisconsin Act 25 provided that the amount in the fund

’ will be used to repay public depositors for losses until the appropriation is exhausted, at which fime
the fund is abolished. This coverage has not been considered in computing custodial credit risk.
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2014

NOTE 2 - CASH, CASH EQUIVALENTS, AND INVESTMENTS (CONT!NU‘ED)
GBMSD also has investments in Municipal Bonds, 1.8, Government and U.S. Government

Agency obligations purchased through a private sector securities dealer and held by a third-
party custodian. These investments are readily marketable, specifically identifiable, and include

~ discount notes and adjustable and fixed rate mortgage backed securities.

Investment securities, In general, are exposed to various risks, such as interest rate, credit, and
overall market volatility. Due to the level of risk associated with certain investment securities, it

is reasonably possible that changes in the value of investment securities will ocour in the near
term and those changes could materially affect the amounts reported in the statements of net

position,
investment Policy
investment of GBMSD funds is restricted by Wisconsin Statutes to:

« Time deposits in any credit union, bank, savings bank, or trust company authorized to
canduct business in the state maturing in three years or less.

« Bonds or securities of any county, city, drainage district, technical college district, village,

town, or school district of the state. Also, bonds issued by a local exposition district, local
professional paseball park district, local professional football stadium district, local
cultural arts district, or the University of Wisconsin Hospitals and Clinics Authority.

« Bonds or securities issued or guaranieed by the federal government. ‘

e The Wisconsin Local Government Investment Pool {LGIP),

e Any security maturing in seven years or less and having the highest or second highest
rating category of a nationally recognized rating agency. ‘

« Securities of an ppen end management investment company or investment trust, subject
to various conditions and investment options. -

» Repurchase agreements with public depositories, with certain conditions.

GBMSD's investment policy requires the following:
s Collateralization or insurance will be required on certificates of deposit, repurchase
agreements, and cash liquidity investments.

« Collateral will aiways be held by an independent third party with whom GBMSD has &
current custodial agreement. A clearly marked evidence of ownership is to be supplied to
GBMSD and retained.

+ The right of collateral substitution is granted.

« The exception to this section is collateralization or insurance will not be required for
certificates of deposit under the following circumstances! 1) the cerfificate of deposit has
a maturity date of not more than one year, 2) the total amount of certificates of deposit
held at the financial institution is not greater than $3 million, and 3) fthe -financial
institution has a Moody’s credit rating of A or higher of an equivalent credit rating of a
nationally recognized rafing agency.
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GREEN BAY METROPOUTAN SEWERAGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 2 - CASH, CASH EQUIVALENTS, AND INVESTMENTS (CONTINUED)

interest Rate Risk

Interest rate risk is the ﬁsk‘ that, changes in interest rates will
. investment. As of December 31, 2012, GBMSD had the followi

Maturity in Years

adversely affect the fair value of an
ng investments and maturities: |

investment Type Fair Value< 4 1-5 8-10
Money market fund $ 15,260,871 § 15,260,671 % -
LGP 47,062 47,062 -
- Federal National Mortgage :

Association (FNMA) 2,013,280 - 2,013,280
Federal Home Loan Morigage

Corporation Note (FHLMC) 2,008,760 2,008,760 -
Federal Home Loan Mortgage

* Corporation Pool {(FHLMC) £92,800 201,180 691,710
Municipal Bonds 12,113,628 5,064,480 7,028,448
. Corporate Bonds . 13,846,380 1,014,430 12,831,960
$ 461916981 § 23,625,583 § 22 566,088
As of December 31, 2011, GBMSD had the following investments and maturities:
‘ ) Maturify in Years
investment Type Fair Value <1 510
Money market fund $ 8,210,175 -% 8,210,175 § -
LGP , 46,987 46,987 -
Federal Farm Credit Bank {(FFCB) - - -
Federal Home Loan Bank (FHLB) 2,010,640 2,010,640 -
Federal National Mortgage . .

Association (FNMA) 10,019,460 4,005,180 6,014,280
Federal Home Loan Mortgage

Corporation Note (FHLMC) 2,080,260 - 2,080,260
Federal Home Loan Mortgage '

Corporation Pool (FHLMC) 2,294 295 419,210 1,875,085
Municipal Bonds 5,392,130 - 5,382,130
Corporate Bonds 16,136,160 2,053,800 14,082,260

$ 46,190,107 $ 16,746,082 $ 29444015
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 2 - CASH, CASH EQUIVALENTS, AND INVESTMENTS (CONTINUED)

in accordance with its investment policy, GBMSD manages its exposure fo declines in fair

values by limiting the maximum maturity dates as follows:

No more than 80% will have a maturity date greater than two years from purchase,
No more than 50% will have a maturity date greater than three years from purchase.
No more than 30% will have a maturity date greater than four years from purchase.
No more than 20% wilt have 2 maturity date greater than five years from purchase.
No more than 10% will have a maturity date greater than six years from purchase.

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will ot fulfill its
obligations. As of Dscember 31, 2012 and 2011, GBMSD's investments in corporate bonds
were rated as follows:

Rating Fair Value. . .
Agency Rating 2012 2011
Moody's AA3 § 4292260 % 5,458,620
Moody's AAZ _ 2,022,520 - 4,130,380

S&P AA . 2,205,640 -

S&P Al - 2,230,880
Moody's Al 4,3111540 2,262,380
‘Moody's - A2 - 1014430 2,053,900

3 13,846,390 $ 16,138,160

GBMSD's invéstment in municipal bonds were rated as follows:

Rating Fair Value

Agency Rating 2012 2011
Moody's AAA B 2,747,455 § 999,250
Moody's AA3 2,000,880 4 -
Moody's AAZ 4,221,483 2,166,600
Moody's AAY 3,143,800 2,226,280

3 12,113,628 § 5,392,130

The U. S. Agency securities identified above are rated AAA. The LGIP is unrated with regard o
the credit quality rating. The remaining investments of GBMSD are U.S. Governmental or
Agency securities that are explicitly guaranteed, and therefore credit rating is not applicable.
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT ... -~ - -
NOTES TO FlNANCiAi.;STATEMENTS
December 31, 2012 and 2011

NOTE 2 - CASH, CASH EQUIVALENTS, AND INVESTMENTS (CONTINUED)

Congcentration of Credit Risk

Concentration of credit risk refers to the risk of loss attributed fo the investment in & single

issuer, With the exception of US agency notes, U. S. treasury notes, ceriificates of deposit, and
authorized pools, GBMSD's investment policy allows no more than 50% of its total investment

porifolio fo be invested in a single security type of with a single financiat institution.

As of December 31, 2012, GRBMSD had no investments in securities, which represented over
5% in a single issuer. R

As of December 31, 2011, GBMSD held investments in the following securities, ~which -

represents over 5% in a single issuer:

lssuer " % of Investments
FNMA 22%
FHLMC 10%

New York City, NY T ransitional Taxable Bonds 5%
Milwaukee County, W Taxable Pension Bonds 5%

CME Group Inc, 5%
Merck & Co. . 5%

Pfizer inc. 5%
General Etectric Gap Corp. 5%
Genetech, Inc. . 5%

Custodial Credit Risk

For deposits, custodial credit risk is the risk that in the event of the failure of a depository
financial institution, GBMSD will not be able fo recover deposits or will not be able fo recover
collateral securities that are in the possession of an outside party.

All of GBMSD's U.S. Government and Agency ‘obligations are uninsured and unregistered
investments for which the investments are held by the counterparty's trust department or agent
in GBMSD's name, The LGIP is not subject to the custodial credit risk, .

For an investment, custodial credit risk is the risk that in the event of the failure of the

counterparty, GBMSD will not be able to recover the value of its investments or collateral .

securities that are in the possession of an outside party.

GBMSD's investment policy requires that all security transactions are conducted on a delivery-
versus-payment basis and that all securities are held by 2 third party custodian in GBMSD’s
name evidenced by safekeeping receipts. GBMSD does not have any investments exposed to
custodial credit risk at either December 31, 2012 or 2011
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT ...... - .
NOTES TO FINANCIAL STAT EMENTS
December 31, 2012 and 2011

NOTE 3 - RESTRICTED ASSETS

Certain proceeds of GBMSD's revenue and notes, as well as certain resources set aside for

" their repayment, are lassified as restricted assets on the statements of net position hecause

their use is limited by applicable bond covenants. Other funds have been established according

. to regulatory and contractual requirements.

Cash, cash equivalents, and investments

e Plant and Equipment Replacement Account - As a condition of receiving state and
federal funds for wasiewater treatment facility construction, GBMSD has established an
account for replacement of mechanical equipment during the life of the facility. :

« Interceptor Replacement Account - The interceptor cost recovery payments are keptina
separate restricted account in order to pay any debt incurred in connection with the

construction of an interceptor facility.

« Debt Retirement Account - In order to allow GBMSD to abate levying a tax for debt
service, GBMSD maintains cash and investments in a sinking fund in an amount no less
than what is required to meet the balance of the current year debt service requirements

plus the subsequent year's debt service requirements.

» Construction Account - Used io report debt proceeds or other funds restricted for use in
construction.

Receivables

o Accrued interest receivable on the restricted investments is also réported as a restricted
assetl. . : ’

« Accounts receivable for debt represents amounts due from parties 1o the Tripartite
Agreement for debt service.

« Accounts receivable for industrial santributions represents amounts due from an
industrial customer for the construction of a force main. ' :

26
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 3 - RESTRICTED ASSETS (CONTINUED)

The following accounts are reported as restricted assets:

2012
Equipment and
interceptor . Debt
Replacement Refirement  Construction Total

Gash, cash equivalents and investments  § 37,368,480 § 11,012,555 ¥ 734,919 & 49,105,962

Receivables

Accrued interest receivable 248,685 - 32,236 - 280,921
Accounts receivable - 4,031,186 1,817,670 2.845,728
interceptor cost recovery B 12,909,818 - - Co- 12,808,916
{industrial contributions recelvable - 1,018,238 ' - 1,018,238
Total restricted assets s 50517,091 3 13,085185 $ 2,562,488 3 66,164,765
gt
Equipment and ‘
{nferceptor Debt
Replacement Retirement Construction Total
Cash, cash equivalents and nvestments % 38,617,852 § 8420121 $ - § 47,046,973
Receivables .
Accrued interest receivable 200,458 38,422 - 320,880
Accounts recelvable - §21,368 - 821,368
Tnterceptor costrecavery - - 14,496,105 - - 14,498,105
industrial contributions receivable - 1,359,680 - 1,350,680
Total restricted assets ' § 53404415 5 10649591 $ - $ 64,054,008
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| Capital asset activity for GB

GREEN BAY METROPOLITAN. SEWERAGE DISTRICT .

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 4 - CAPITAL ASSETS

MSD for the year ended December 31, 2012 was as follows:

Construction
Besinning in Progress Gther Ending
_ Balance | Bdditions, Reclassifications  _Redassificaions Retiremenis Bajance
Wastewater Treatment Facilities
Capital assels nei being depreciated .
Land $ 708,857 § - 8 - 8 - % - % T05.857
Construction in process 24126788 5910552 {23.351.451) - - 10.686.287
otz capitat assets ot being depgedaled 34833643 5810862 29351151} - - 14,393,154
Capital assels being depreciatet! .
Land imamvements 3,420,188 - 247.380 {187.87%) - 3579907
Structures and equipment 71,482,367 = 15,448,250 12317550 BI3.4683 98,575,704
Machinery ond equipment 85,868,504 11,523,899 (8,507 .551) 2/426,178 BB 456,473
Fumiiure and fixures 820622 - - - 293,488 527133
Autos and tacks 1,042 818 - 87,838 - 21,138 1111018
Amoctizabia sasets 785033 - £§53.022 {524,814 - 793441
‘ITntat capital assets bring daprociated 163,088,341 - 27.850.888 3087706 3414280 192843777
Accumuleled depradiation
Land Improvements 2:218.424 118,538 - ~ v 2,236,858
Struttures and equipment 38,519,280  2,482850 - - 530.881 40,481,538
Machinery and eguipment 45853478 3074382 < - 1,585,718 AT372,342
Fumiture and fxtures 539,835 35,124} - . Z32,834 fciEard
Autos. and trucks 42TV FTSIT - - 21,138 397316
Amortizabls assets 725818 £9431 - - - 815,049
“Totat accumulated depreciation 85,296,712 _ 5818151 - - 2380481 91,734,382
Tolel capital assets being depreciated, net 74802628 5818151} 27,850,898 5097.708 1,033,788 460 809,305
Totai wasiewater resiment facilities
caphal assels 108636272 82,5¢1 {1.480.152) 5.097.706 1,033,788 112302848
interceptor Sewers
Capiial assets not belng gupreciated
Land - - - - -
Construction in process ™~ - - 10318493 3887315 . 5.001.878) = - 4,883,830
Total eapltal assets not being deprediated 10318493 _ 3567315 (5.001,978) _ ) ST o 2983830
‘Capital assels baing deprecialed
Land improvements - - ~ - ~ -
Sruciures 3,784 870 - - - - 3,784,870
taackinery and oquipment 16,710 - - - - 16,710
Interceptors £8.718.780 - 10,482,130 5087708 B4 198 75,030,005
Totat capital assets being depracisied 73521460 - 10.482.130 {5.087.708) 84188 ‘_18.831.685
Accumuisted dapreciation
Land improvemanis » - - - - -
Structures 1,746 840 {153,831) - - - 1,593,008
thachinery nd equipment - - - - I -
Interceptors 14.850.878 847,838 - “ 39,506 15,438,210
Tolat accumuiated depreciation 18,587,518 484,207 - - 59,508 17.032.218
" Total capital assets being depreciated, net 56,923,842 {494.207) 10492130 {5,087,708) 24,693 617934868
Total interceptorsewers capital assels 67242435 3173308 1.480,152 {5,067 706) 24893 £6,783.206
et capital agsels s 176878707 $ 3265818 § - $ - $ 1.058481 § 179.085.845
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT
NOTES TO FINANCIAL ST ATEMENTS
December 31, 2012 and 2011

NOTE 4 - CAPITAL ASSETS (CONTINUED)

Capital asset activity for GBMSD for the year ended December 31, 2011 was as follows:

Beginning Ending
) Balance Additions Redlassifications Ratirements Balance
astewater Treatment Faclliies -
Capital assels not being depreciated .
Land $ 706,857 % - 8 -~ 8 - $ 706,857
Construction in process 43,848,013 5,242,008 (14.963,233) - ‘34,426,788
Total capital assets notbelng depraciated 44,554,870 5.242,006 (14.963.233) ~ 34,833,643
Capiiat assets being depreciated
Lang mprovements , 3,120,186 - - - 3,120,188
Structures and equipment 70,267,148 - 1,240,646 25,425 71,482,387
Machinery and equipment 74,440,528 8,847 13,180,238 1,743,10¢ £8,856,504
Furniture ang fixtures 991,880 - . 28,478 200,518 . BR0E22
Autos and trucks 815,808 - 528,848 400,125 4,044,618
Amortizable assets 760,807 - 4226 » 785,033
Tota! capital asssts being depreciated 150,186,443 B.847 14,983,233 2,068,182 163,089,341
Accumulated depreciation
tand improvements 2,084,454 135,508 - 2,538 2,218,424
Structures and equipment . 35,455,251 2,088,804 - 24875 38,519,280
Machinery and equipment 44,339,080 3,425,845 - 1,807 457 A5,B5R 4T
Fumiture snd fixtures 778,032 48,791 - 186,188 639,638
Autas and trucks 359,800 78,650 - 98473 340,277
Amoitizable assets 724.067 4,551 - - 725,618
“retal accumulated deprectation 84,738,694 3.477.249 - 1,918,281 285,206,712
Total capital assets neing depreciated, net 65,457,748 {5,468,402) 14,863.233 149.95% 74,802,628
“Totet wastewater {reatment faciities
capitel assets 140,012.618 {226.386} - 142,061 408,636,272
_interceptor Sewers
Capital assels not being depreciated .
Land - - - - ——
Consiruction in process £,074.208 5482156 {1.237.87%) ~ 10,318,483
Total capital assels not being depreciated 6,074,208 5482186 1,237,877 - 10,318.483
Capital assels being .depreciatad
Land improvaments - - - - -
Structures 3,733,870 - 51,000 - 3,784,970
Machinery and equipment 46,230 - . 480 - T 18,710
intercepiors 68.653,321 85,708 1,186,391 206840 £8,718.780
Total capital assels being depreciated 72.403.521 86,708 1,237,871 208,840 73,521,480
Accumulated depreciation
Land improvemenis - - - - -
Structures 1672224 74416 - - 1,748,840
Machinery and equipment - - - - -
interceptors 14,133,054 800,331 - 482,507 __ 14.BH0,878
Total accumulaied dapreciation 15,805,278 874,747 - 182,507 16,587,518
Total capital assets being depreciated, net 58,508,243 {B8E.038) 4,257.871 24 133 56,823,842
‘Totat interceplor sewers capital assets 52,672,451 4.594.117 - 24,133 57.242.435
s 172685070 3 4.35172‘{ $ -~ S 174,084 § 478,878,707

Net capital assetls
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 5 - INTERCEPTOR COS;F RECOVERY RECEIVABLE

 GBMSD has agreeménts with various municipal customers in which the municipaliies have

agreed to reimburse GBMSD for the cost of interceptors owned by GBMSD whose capacity has

peen allocated to the municipalities. Annual repaymerits on the receivables for the year ended

NOTE 6 - LONG-TERM DEBT

{ ong-term debt activity for the year ended December 31, 2012 was a8 follows:
. 2012 '
Beginning Ending Due in
Balance Addifions Reduciions Ralance One Year
Long-term Debt - e
General obligation wondsinotes S 13,952,087 $ - $ 4282025 § 12870042 S 4,268,035
Promissory note 4,738,302 - 73,520 1,665,782 77,486
Clean Water Fund Loans 48,599,330 2188,278 3,354,273 47 A33,336 3,537,828
Total long-term debt 64,260,699 2,188,279 4,708,818 61,769,160 4,883,059
Compensated absences 1,671,458 = 13.510 1,557,848 374,125
Total long-term liabillties % 65,862,158 § 2188278 § 4723328 § 63327108 § 5257184
2011
'Beginning Ending Duain
Balance Additions Reductions Balance One Year,
Long-term Debt
Generat obligation bonds/notes $ 15,109,858 & - s 1,157,792 $. 13,862,067 § 1,282,025
Promissory note 1,808,321 - 70,019 1,738,302 73,520
Clean Water Fund Loans 44 588,390 8,932,965 5,022,025 48,599,330 3,347,205
Totat jong-term debt 61,647,570 8,932,965 6,248,836 64,290,698 4,702,750
Compensated absences 1,668,576 - 98,117 1,571,458 346,523
Tota! lang-term lizbilities $ 83277146 S 8932865 $ £,347.953 % 65.862,158 § 5048 273

(_ December 31, 2012 are as follows:

Year Total

2013 s 1,414,370

2014 1,433,091

2015 1,452,608

2016 1,266,775

2017 1,287,611
Thereafier 5,055,451

Total

oot T oo
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GREEN BAY

NOTE 6 - LONG-TERM DEBT (CONTINUED)

General Obligation Bond
General Obligation Bond
Promissory Note
General Obligation Note
Note Payable

Clean Water Fund loans
Clean Water Fund loans
Clean Water Fund loans
Clean Water Fund loans
Clean Water Fund foans
Clean Water Fund loans
Clean Water Fund loans
Clean Water Fund loans
Clean Water Fund loans
Clean Water Fund loans
Clean Water Fund loans
Clean Water Fund loans
Clean Water Fund foans
Clean Water Fund loans
Clean Water Fund loans

Clean Water Fund loans’

Clean Water Fund loafis
Clean Water Fund loans
Clean Water Fund loans

Total long-term debt

P

METROPOLITAN SEWERAGE DISTRICT

NOTES TO FINANCIAL STATEMENTS

December 31, 2012 and 2011

Date of
{ssue

4/1/12002
8/15/2008
12/28/2007
5/29/2008
21111985
6/23/1993
11/26/1986
4/25/1999
10/25/2000
12/13/2000
711112001
711112001
272812002
121812004
411312005
1243142007
12/31/2007
12/31£2007
2{23{2002
12/9/2008
12/8/2008

11/40/2010
1202212010

12/12/2012

The following issues aré outstanding as of December 31, 2012 and 2011

Final interest Original Balance Ralance
Maturity Rates indebtedness __ 12/31/12 1213111
5/1/2016 825 -460% $ 7,000,000 § 2,285,000 . % 2,805,000
51412028 4,338% 10,000,000 9,580,000 14,000,000

191282027  5.000% 2,000,000 1,665,782 1,739,302
5112014 3.500% 1,703,308 721,1986_ 1,058,737
3/15/2015 3.540% 338,221 63,847 86,331
57412013 3.795% 5,007,128 361,916 740,589
5/112018 3.080% 5485,113 4,306,962 1,608,665
5/1/2018 2.640% 2,737,735 1,014,758 1,168,981
5/1/2020 3.432% 1,824,428 027,680 1,027,008
5/112020 2.870% 2,147 480 1,018,031 1,128,331
51412021 3.475% 2,051,281 789,180 863,036
s/M/2021 - 2.355% 1,430,306 503,229 550,467
51142021 2.881% 547,808 363,024 397,925
51112024 2.365% 5,043,088 3,684,524 3,847,431
51112024 2.365% 2,561,833 1,810,870 2,047,219
5412017 3.473% 513,964 277,010 327,406
5112021 2.933% 2,964,669 2,040,524 2,236,180
57112020 3.150% 2,323,581 1,538,698 1,705,558
51142028 2.668% 10,460,782 8,634,117 9,082,374
5/112028 2.910% 4,503,511 4,031,708 4,071,302
57112029 2.810% 12,821,922 11,813,818 _ 11,434,470
5/412030 2.400% 176,648 3,159,494 3,298,558
5/412030 2.400% 1,798,331 3,043,534 3,010,900
51412032 2.525% 3,“?48,593 .

v ot T8 A T I
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT . .
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011
NOTE &~ { ONG-TERM DEBT (CONTINUED)

The debt service requirements for all debt outstanding as of December 31, 2012 are as follows:

Year Principal intersst Total -

2043 . § 4,883,059 % 1,856,783 $ 6,739,842

2014 4.665,607 1,708,894 6,374,501
2015 4,639,847 1,557,401 6,187,248
2016 4,630,881 1,405,561 6,036,442
2017 3,785,208 1,274,451 5,059,660

oo18-2022 18,167,928 4864422 22,832,350
2023-2027 15,683,982 2,078,140 17,762,122
2028 - 2032 5,312,647 160244 5472801

_ Total $61,769,160 $14,705,896 $76,475,056

NOTE 7 - NET POSITION
Net position for the years ended December 31, 2012.and 2011 are as follows:

2012 2011

Invested in capital assets, net of related debt: .
“ Capital assets, net of accumulated depreciation  $1 79,085,845 § 176,878,707
Capital related long-term debt otifstanding (61,769,160) _ (64,290,699

‘ 147,316,685 112,588,008

Restrictéd:
Equipment and- interceptor replacement 50,517,091 53,404,415
Debt retirernent 12,770,377 10,328,319
63,287,468 63,732,734
Unrestricted ' 6,688,486 7,238,108
Total Net Position $187,292,638° $ 183,558,848
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. GREEN BAY METROPOLITAN SEWERAGE DISTRICT. . ..
.  NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 8 - EMPLOYEE RETIRENMENT SYSTEM

All eligible GBMSD employees participate in the Wisconsin Retirement System (System), a

cost-sharing multiple-employer defined benefit public employee retirement system (PERS). Al

employees initially employed by & participating WRS employer prior to July 1, 2011, expected to.
, work at least 600 hours a year and expected fo be employed for at least one year from the date
of the employee’s date of hire are eligible to participate in the System. All employees initially

employed by a participating WRS employer subsequent to July 1, 2011, expected to work at
least 1,200 hours a year and expected to be employed for at least one year from the date of the
employee's date of hire are eligible to participate in the System,

Covered employees are required to contribute one half of the actuarially determined contribution
rate for general category employees, executives and elected officials. Required contributions for
protective employees are the same rate as general employees. Employers are required 1o
contribute the remainder of the actuarially determined contribution rate. The employer may not
pay the employee required contribution unless provided for by an existing collective bargaining
agreement. Contribution rates for 2012 are:

Emniagér ” Employee

General 5.90% 5.90%
Executives & Elected Officials 7.06% 7.05%
Protective with Social Security 5.90% 9.00%
Protective without Social Security 5.80% 11.30%

Total GBMSD payroll, covered payroll, and contributions for 2012, 2011, and 2010 are.as
follows:

Year ended December 31,

2012 2011 2010
Total GBMSD payroll $6,519,655 $6,546,262 $7,151,347- - -
Total covered employee payrall 6,419,837 6,302,076 6,565,214 .
Total required contributions 732,854 731,041 722,174
Total required contributions (%) 11.8% 11.6% 11.0%

Employees who retire at or after age 65 (62 for elected officials and 54 for protective occupation
employees with less than 25 years of service, 53 for protective employees with more than 25
years of service) are entitled to receive a retirement benefit. Employees may refire at age 55 (50
for protective occupation employees) and receive actuarially reduced benefits. The factors
influencing the benefit are: (1) final average earnings, {(2) years of creditable service, and (3) a
formula factor. Final average eamings is the average of the employee’s three highest years
earnings. Employees terminating covered employment before becoming €ligible for a retirement
benefit may withdraw their contributions and, by doing S0, forfeit all rignts to any subsequent

benefit.
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GREEN BAY METROPOLITAN SEWERAGE DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 8 - EMPLOYEE RETIREMENT SYSTEM (CONTINUED)

" For employees beginning participation on or after January 1, 1980 and no longer actively

employed on or after April 24, 1998, creditable service in sach of five years is required for
eligibifity for a retirement annuity. Participants employed prior to 1990 and on or after April 24,

1998, are immediately vested. For participants hired after July 1, 2011, 5 years of creditable |
‘ service is required for eligibifity. _

The System also provides death and disab’iiiiy benefits for employees. Eligibiiity for and the

. amount of all benefits is determined under Chapter 40 of Wisconsin Statutes. The System

issues an annual financial report, which may be obtained by writing to the Department of
Employee Trust Funds, P.O. Box 7931, Madison, WI 53707-7931.

NOTE 9 - COMMITMENTS AND CONTINGENCIES

At December 31, 2012 and 2011, GBMSD had commitments under a long-term contract for

sewage treatment service with two large industrial customers. The contract payments are based

on the customer’s usage and @ proportionate share of debt service costs for the year,

GBMSD has signed construction contracts that confinue into subsequent years. The value of
services provided and the corresponding liability as of December 31, 2012 has been accrued in
the financial statements. Remaining contract amounts are approximately $13,575,000.

GBMSD is participating in the State of Wisconsin Clean Water Fund Loan program, which is

subject to program compliance audits and possible future adjustments 1o expenditures reported

- for state reimbursement. The amount, if any, of expenditures that may be disallowed cannot be

determined at this time although GBMSD expects such amounts, if any, tobe immaterial.

From fime to time, GBMSD becomes party to claims and legal proceedings. Although the
outcome of such matters cannot be forecasted with certainty, it is the opinion of management
and GBMSD’s legal counsel that the fikelihood is remote that any such claims or proceedings
will have a material adverse effect on GBMSD's financial position. '

NOTE 10 - RISK MANAGEMENT

GBMSD is exposed to various risks of loss related to theft of, damage fo, or destruction of
assets, torts, errors and omissions, workers' compensation, and health care of its employees.
GBMSD purchases commercial insurance to insure its assets and protect against liability
claims. Settled fiability and property damage claims have not exceeded the commercial
msurance coverage in the last five years. There were no significant reductions in coverage
compared to the prior year.
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GREEN BAY METROPOLITAN S'EWERAGE DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 11 - BASIS OF EXISTING RATES

Rates are revised-annually based on expected flows and operating and maintenance expenses,
and adopted as part of the annual budget. The rate structure is reviewed every five years, and is
being reviewed in 2013. ' ' ' : : -

 NOTE 12 - RESTATEMENT

GBMSD adopted GASB Statement No. 63 Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position and GASB Statement No. 65 ffems Previously Recognized as
Assets and Liabilities as of January 1, 2012 GASB Statement No. 63 impacted financial
reporting by standardizing the presentation of deferred oufflows of resources and deferred
inflows of resources and their effects on & government's net position. GASB Statement No. 85
impacted financial reporting by establishing accounting and financial reporting standards that
reclassify, as deferred outflows of resources of deferred inflows of resources, certain items that
were previously reported as assets and liabifities and recognizes, as outflows of resources or
inflows of resources, certain items that were previously reported as assets and fiabilities. The

" impact of adoptions ‘of these statements resulted in the Statement of Net Assets becoming the

Statement of Net Position. Net position has been restated as follows:
Net position Januaryf 1, 2011, as previously reported  § 177,864,840

Restatement to recognize debt issue costs as '

expense al the time of debtissuance (92,833)
Net position January 4, 2011, 8s restated $177,772,007.

This change also results in 2 decrease in assets of $86,419 and an increase in the change in
net position for 2011 of $6,414. ‘

NOTE 13 - SUBSEQUENT EVENTS

~ On February 21, 2013, GBMSD filed a lawsuit seeking to recover amounts billed to an industrial

customer for debt service charges of approximately $1 million.

Management evaluated subsequent events through March 27, 2013, the date the financial
statements were available to beissued. Events or transactions occurring after December 31,
2012, but prior to March 27, 2013 that provided additional evidence about condition that existed
at December 31, 2012, have been recognized in the financial statements for the year ended
December 31, 2012, Events ortransactions that provided evidence about conditions that did not
exist at December 31, 2012 but arose before the financial statements were available to be
issued have not been recognized in the financial statements for the year ended December 31,

2012.

This information is an integral part of the accompanying financial statements.
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GREEN BAY METROPOUTAPQ SEWERAGE DISTRICT

SCHEDULE OF OP

ERATING REVENUES AND EXPENSES

Years Ended December 31, 2012 and 2011

OPERATING REVENUES

Oor

User fees - municipal waste
User fees - mill waste
Capital revenue - mills
Other revenues

Total operating revenues

ERATING EXPENSES
Salaries and wages
Fringe benefits
Employee development
Travel and meetings
Power
Natural gas and fuel oit
Chemicals
Mainteniance - plant
Mainteniance - interceptors
Coniracted services
Insurance
Solid-waste disposal
Office related expenses
Supplementary expenses.
Subtotal
Depreciation
Total operating expenses

Operating Income (loss)

2012

2011

$ 22745418 % 22,338,254

1,257,105 1,433,351
1,158,473 811,652
808,228 1,233,198
25,970,223 25,816,455
6,658,141 6,463,906
2,529,801 2,888,229
102,302 86,316
49,751 44 847
2,277,045 2,371,741
1,116,351 1,205,536
687,749 633,176
1,282,110 1,376,338
305,981 152,880
1,458,657 1,638,178
162,946 135,304
164,283 207,481
261,948 232,164
345,514 - 318,322
T 47402,579 17,754418
6,312,357 6,451,996
23,804,936 24,208,414

$ 2,165,287 § 1,610,041
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Board of Commissioners
Green Bay Metropolitan Sewerage District
Green Bay, Wisconsin

We have audited the financial statements of Green Bay Metropolitan Sewerage District
(GBMSD) for the years ended December 31, 2012 and 2011, and have issued our report
thereon dated March 27, 2013. We have previously communicated to you information about our
responsibilities under auditing standards generally accepted in the United States of America, as
well as certain information related to the planned scope and timing of our audit. Professional
standards also require that we communicate to you the following information related to our
audit,

Significant audit findings

Qualitative aspects of accounting practices

Accounting policies ’

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by GBMSD are described in Note 1 to the financial
statements. : . : _

As described in Note 12, GBMSD changed accounting policies related to debt issuance cosis by
adopting GASB Statement No. 63 Deferred Oufflows of Resources, Deforred Inflows of
Resources, and Nef Position and GASB Statement No, 85 ltems Previously Recognized as
Assets and Liabilities as of January 1, 2012. GASB Statement No. 63 impacted financial
reporting by standardizing the presentation of deferred outflows of resources and deferred
inflows of resources and their effects on a government's net position. GASB Statement No. 65
impacted financial reporting by establishing accounting and financial reporting standards that
reclassify, as deferred outflows of resources or deferred inflows of resources, certain items that
were previously reported as assets and liabilities and recognizes, as outflows of resaurces or
inflows of resou roes, certain items that were previously reported as assels and fiabilities.
Accordingly, the accounting change has been retrospectively applied to prior periods presented
as if the policy had always been. used. . . )

We noted no transactions entered into by the entity during the year for which there is a Jack of
authoritative guidance or consensus. All significant transactions have been recognized in the
financial statements in the proper period.

Accounting estimates
Accounting estimates are an integral part of the financial statements prepared by management

and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive
because of their significance to the financial statements and because of the possibility that
future events affecting them may differ significantly from those expected. The most sensitive
estimate affecting the financial statements was:

i ]ﬁ Anindepsndent merber of Nexia intsmationel
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Board of Commissioners
Green Bay Metropolitan Sewerage District
Page 2 v

e Management's estimate of depreciation expense is based on assets identified in a
capital assets database. The assets in the database do not reconcile to the accounting
records. We evaluated the key factors and assumptions used to dsvelop the
depreciation expense and have qualified our opinion on the financial statements related
to the amounts reparted as capital assets and related depreciation expense.

Financial statement disclosures :
Certain financial statement disclosures are particularly sensitive because of their significance fo
financial statement users. There were no parficularly sensitive financial statement disclosures.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties encountered in performing the audit . -
We encountered no significant difficulties in dealing with management in performing and
completing our audit. ’

Uncorrected misstatements :
Professional standards require us to accumulate all misstatements jdentified during the audit,
other than those that are clearly trivial, and communicate them to the appropriate level of
management. Management did not identify and we did not notify them of any uncorrected
financial statement misstatements,

Corrected misstatements .
The attached summarizes all misstatements (material and immaterial) detected as a result of
audit procedures that were corrected by management.

Disagreements with management

For purposes of this letter, a disagreement with management is a financial accounting,
reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant
to the financial statements or the auditors’ report. No such disagreements arose during our
audit. \ _

Management representatr’oné
We have requested ceriain representations from management that are included in the attached
management representation letter dated March 27, 2013, : :

Management consultations with other independent accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “"second opinion" on certaln situations. If a
consultation involves application of an accounting principle to the entity's financial statements or
a determination of the type of auditors’ opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.

Significant issues discussed with management prior fo engagement

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to engagement as the entity's auditors,
However, these discussions occurred in the narmal course of our professional relationship and
our responses were nota condition to our engagement.

————




Board of Commissioners
Green Bay Metropolitan Sewerage District
Page 3

Other information in documents containing audited financial statements

With respect to the required supplementary information (RS1) accompanying the financial
statements, we made certain inquiries of management about the methods of preparing the RS],
including whether the RS| has been measured and presented in accordance with prescribed
guidelines, whether the methods of measurement and preparation have been changed from the
prior peried and the reasons for any such changes, and whether there were any significant
assumptions or interpretations underlying the measurement or presentation of the RSl We .
compared the RS! for consistency with management's responses {o the foregoing inguiries, the
basic financial statements, and other knowledge obtained during the audit of the basic financial
statements. Because these limited procedures do not provide sufficient evidence, we did not
express an opinion or provide any assurance on the RSI.

With respect to the supplementary information listed within the table of contents of the report, on
which we were sngaged to report in relation to the financial statements as a whole, we made
certain inquiries of management and evaluated the form, content, and methods of preparing the
information to determine that the information complies with accounting principles generally
accepted in the United States of America, the method of preparing it has not changed from the
priar period or the reasons for such changes, and the information is appropriate and complete in
relation to our audit of the financial statements. We compared and reconclled the supplementary
information to the underlying accounting records used to prepare the financial statements or to
the financial statements themselves..We have issued our report thereon dated March 27, 2013,

Our auditors' opinion, the audited financial statements, and the notes to financial statemsants
should only be used in their entirety. Inclusion of the audited financial statements in a document
you prepare, such as an annual report, should be done only with our prior approval and review
of the document.

* % %

This information is intended solely for the use of the Board of Commissioners and management
of Green Bay Metropolitan Sewerage District and is not intended to be and should not be used
by anyone other than these specified parties.

éé//éﬁﬁww%«, L7

Milwaukee, Wisconsin
March 27, 2013




Client: 035-00544700 - Green Bay Metropolitan Sewerage District

Engagement: AUD - Green Bay Metropolitan Sewsrage District
Period Ending: 12/31/2012
Triat Balance: 0910.00 - GBMSD
Workpaper: 082040 - Adjusting Journal Entries Report

Account Description Debit Credit
Adjusting Journal Enfries JE# 2 :
Record recelvable for costs refated to Hwy 41 project to be reimbused by ths DOT -

114500-00 AR~ Miscellaneous 1.817,570.00

440200-00 Contrbuted Capital 1,817,570.00
Total 1,817,570.00 4,817,570.00
Adjusting Journal Entries JE# 3
Reclassify payment fram Clty of DePere for rehab of Ashwabenon Creek interceptor

11450000  A/R~Miscellaneous ’ 841,805.00

44020000 Contributed Capital 841,805.00
Total 841,805.00 841,805.00
Adjusiing Journal Entres JE# 4
Correct credit batance In account 115000-02 that was recorded in the wrong acsount and
reclassify acoounts receivablefrom Georgia Pacific for debt

115000-02 AIR - Sewage Treatment 240,033.00

- 115700-02 AR ~ Othar 97,487.00

14670000 AR Other : 97,487.00

115700-00 AR - Cther 240,033.00
Total 337,520.00 337,520.00
Adjusting Journal Entries JE# 7
Witte off debt issuance cost for implementation of GASE statement#65

310400-00 RIE - Unreserved Common To Al 86,418.00

151000-00 Bond Issuance Costs 40,005.00

181100-00 Discount on 2008 Band issus 40,000,00

508701-01 Bond lssuance Costs 5,414.00
Total T oo - -B86,418.00 ... 56,418,400

i




Cllent: 039-00544700 - Green Bay Metropdiitan Sewerage District
Engagement AUD ~ Green Bay Metropolitan Sewerage District
Period Ending: 12/31/2012
Trial Balance: 0910.00 - GBMSD
Workpaper: 0920.20 - Reclassifying Journal Entries Report

Account Desctiption Debit . Credit
Reclassifying Journal Entrjes JE# 1
Reclassify adjustment of Ash Creek Segment 3 per ICR analysis

440204-08 Contributed Capital 188,982.00

303000-00 Munlcipal Contributions 198.082.00
Total . 498,862.00 198,962.00
Reclassifying Journal Entries JE# 8
Reclassify payables related to construction for financial statement purposes

200100-00 Accounts Payable 3,878,838.00

200500-00 Retainage Payable 3,978,930.00
“Total 3,478,930.00 3,878,938.00




March 27, 2013

CliftonLarsonAllen LLP
10700 W. Research Drive, Suite 200
Milwaukee, Wi 53226

This representation lettef is provided in connection with your audits of the financial statements of Green
Bay Metropolitan Sewerage District, which comprise the Statements of Net Position as of December
31, 2012 and 2011, and related Statements of Revenues, Expenses and Changes in Net Position and
Cash Flows for the years then ended, and the related notes to the financial statements, for the purpose
of expressing opinicns on whether the financial statements are presented fairly, in all material respects,
in accordance with accounting principles generally accepted in the United States of America (U.S.
GAAP). .

Certain representations in this letter are described as being limited to matters that are material. liems
are considered material, regardless of size, if they involve an omission or misstatement of accounting
information that, in light of surrounding circumstances, makes it probable that the judgment of a
reasonable person relying on the information would be changed or influenced by the omission or
‘misstatement. ' R o T ' '

We confirm, to the best of our knowledge and belief, as of March 27, 2013, the foklowing'
representations made to you during your audit,

Financial Statements

« We have fulfilled our responsibilities, as set out in the teyms of the audif engagement letter
dated January 25, 2013, for the preparation and fair presentation of the financial statements in
accardance with U.S. GAAP, The financial statements include all properly classified funds and

other financial information of the primary government required by generally accepted-accounting - -

principles to be included in the financial reporting entity. |

» We acknowledge and have fulfllled our responsibility for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

« We acknowledge our responsibility for the design, implementation, and maintenance of internal
contro! to prevent and detect fraud.

» We have identified all accounting estimates that could be material to the financial statements,
including the key factors and significant assumptions used in making those estimates, and we
believe the estimates and the significant assumptions used in making those accounting
estimates are reasonable.

+ Significant estimates have been appropriately accounted for and disclosed in accordance with
the requirements of U.S. GAAP. Significant estimates are estimates at the financial statement
date that could change materially within the next year.
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Related party relationships and transactiong, including, but not limited to, revenues, expenses,
loans, transfers, leasing arrangements, and guarantees, and amounts receivable from or
payable to related parties have been appropriately accounted for and disclosed in accordance
with the requirements of U.S. GAAP,

All events occurring subsequent to the date of the financial statements and for which U.8.
GAAP requires adjustment or disclosure have been adjusted or disclosed, No events, including

instances of noncompliance, have occurred subsequent to the financial statement date and-
through the date of this letter that would require adjustment to, or disclosure in, the financial -

statements,

We are not aware of any pending or threatened fitigation, claims, or assessments or unasserted
claims or assessments that are required to be accrued or disclosed in the financial statements
in accordance with U.S. GAAP, and we have not consulted a lawyer concerning litigation,
claims, or assessments.,

Arrangements with financial institutions invelving repurchase, reverse repurchase, or securities
lending agreements, compensating balances, or other arrangements involving restrictions on
cash balances and line-of-credit or similar arrangements, have been properly recorded or
disclosed in the financial statements, _

The fact that the amount of “uncolateralized” deposits or “uninsured, unregistered securities
held by the counterparty, or by its trust department or agent but not in the entity's name” during
the period significantly exceeded the amounts in those categories as of the financial statement
date was properly disclosed in the financial statements.

Receivables recorded in the financial statements represent valid claims against debtors for
transactions arising on or before the financial statement date and have been reduced 1o their
estimated net realizable value.

The methods and significant assumptions used to determine fair values of financial insfruments

are as follows: Fair value of investment securifies are determined by Wells Fargo based on-

unaffiliated industry sources. The methods and significant assumptions used result in a
measure of fair value appropriate for financial statement measurement and disclosure purposes.

We have no plans or intentions that may materially affect the carrying value or classification of
assets, liabilities, or equity.

Capital assets have been evaluated for impairment as a result of significant and unexpected
decline in service utility. Impairment loss and insurance recoveries have been properly
recorded.

Provision has been made to reduce excess or obsolete inventories to their estimated net
realizable value.

We do not plan to make frequent amendments to our pension or other postretirement benefit
plans.

Information Provided :
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¢ We have provided you with:

o Access to all information, of which we are aware, {hat is relevant to the preparation and
fair presentation of the financial statements such as records, documentation, and other
matters.

o Additional information that you have requested from us for the purpose of the audit.

o Unrestricted access to persans within the enfity from whom you determined & necessary

“to obtain audit evidence.

o Complete minutes of the meetings of the governing board and related committees, or
summaries of actions of recent mestings for which minutes have not yet been prepared.

o All communications, if any, from regulatory agencies, grantors, lenders, and other
funding sources canceming noncompliance with, or deficiencies in, financial reporting
practices.

o All communications, if any, from regulatory agencies, grantors, lenders, and other
funding sources conceming noncompliance with the provisions of laws, regulations,
contracts, and grant agreements.

& Accass to all audit-or relevant monitoring reports; if any, received from funding sources.

All material transactions have been recorded in the accounting records and are reflected in the
financial statements.

Provision has been made for any material loss that is probable from environmental remediation
liabilities associated with the State of Wisconsin.

We have disclosed fo you the results of our assessment of the risk that the financial statements
may be materially misstated as a result of fraud.

We have no knowledge of any fraud or suspected fraud that affects the entity and involves:

o Management,

o Employees who have significant roles in internal control; or

o Others when the fraud could have a material effect on the financial statements.
We have no knowledge of any allegations of fraud, or suspected fraud, affecting the entity's
financial statements communicated by employees, former employees, grantors, regutators, or
others.
We have no knowledge of any instances of noncompliance or suspected noncompliance with

laws and regulations and provisions of contracts and grant agreements, or abuse whose effects
should be considered when preparing financial statements.

T
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s We are not aware of any pending or threatened litigation, claims, or assessments, or unasserted
claims or assessments, that are required to be accrued or disclosed in the financial statements
in accordance with U.S. GAAP, and we have not consulted a lawyer concerning litigation, -
claims, or assessments. ‘

o There are no other material liabilities or gain or loss contingencies that are required to be
accrued or disclosed in accordance with U.S, GAAP, .

» We have disclosed to you the identity of the entity's related parties and all the related party
relationships and transactions of which we are aware.

+ The entity has satisfactory title to all owned assets, and there are no liens or encumbrances on
such assets, nor has any asset been pledged as collateral, except as made known to you and
disclosed in the financial statements.

¢ We are responsible for compliance with the laws, regulations, and provisions of contracts and
grant agreements applicable to Green Bay Metropolitan Sewerage District, including tax or debt
limits and debt contracts; and we have identified and disclosed to you all laws, regulations, and
provisions of contracts and grarit agreements that we believe have a direct and material effect
on the determination of financial statement amounts or other financial data significant to the
audit objectives, including legal and contractual provisions for reporting specific activities in
separate funds.

« There are no violations or possible violations of budget ordinances, laws and regulations
{including those pertaining to adopting, approving, and amending budgets), provisions of
contracts and grant agreements, tax or debt limits, and any related debt covenants whose
effacts should be considered for disclosure in the financial statements, or as a basis for
recording a loss contingency, or for reporiing on noncompliance, -

¢ The entity has complied with all aspects of contractual agreements that would have a material
sffect on the financial statements in the event of noncompliance.

e We have complied with all restrictions on resources and all aspects of contractual and grant
agreements that would have a material effect on the financial statements in the event of
noncompliance.

¢ We are responsible for determining whether we have received, expended, or otherwise been
the beneficiary of any federal awards during the period of this audit. No federal award, received
directly from federal agencies or indirectly as a subrecipient, was expended in an amount that
cumulatively totals from all sources $500,000 or more. For this representation, “award” means
financial assistance and federal cost-reimbursement contracts that non-federal entities receive
directly from federal awarding agencies or indirectly from pass-through entities. It does not
include procurement contracts, user grants, or contracts used to buy goods or services from
vendors.

s We have followed all applicable laws and regulations in adopting, approving, and amending
hudgets.
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The financial statements include all component units as well as joint ventures with an equity
interest, and properly disclose all other joint ventures, jointly governed organizations, and other
related organizations. ‘ : o :
The financial statements properly classify all funds and activities,

Components of net position (net investment in capital assets; restricted; and unrestricted) are
properly classified and, if applicable, approved,

Investments are properly valued.
Provisions for uncollectibie receivables have been properly identified and recorded.

Deposits and investment securities and derivative instruments are properly classified as to risk
and are properly disclosed.

Capital assets, including infrastructure and intangib(’e assets, are properly capitalized, reported,
and, if applicable, depreciated, .

We have appropriately disclosed the entity's policy regarding whether to first apply restricted or
unrestricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net assets are available and have determined that net assets were properly

* recognized under the policy.

We acknowiedge our responsibility for the required supplementary information (RS81). The RSl is
measured and presented within prescribed guidelines and the methods of measurement and
presentation have not changed from those used in the prior period. We have disclosed to you
any significant assumptions and interpretations underlying the measurement and presentation
of the RS\

We acknowledge our responsibility for presenting the supplementary information in accordance

with U.S. GAAP, and we believe the supplementary information, including its form and content;

is fairly presented in accordance with U.S. GAAP. The methods of measurement and
presentation of the supplementary information have not changed from those used in the prior
period, and we have disclosed to you any significant assumptions or interpretations underlying
the measurement and presentation of the supplementary information. If the supplementary
information is not presented with the audited financial statements, we will make the audited

- financial statements readily available to the intended users of the supplementary information no

later than the date we issue the supplementary information and the auditors’ report thereon.

As part of your audit, you prepared the draft financial statements and related notes. We have
designated an individual who possesses suitable skill, knowledge, and/or experience to
understand and oversee your services; have made all management judgments and decisions;
and have assumed all management responsibilities. We have evaluated the adequacy and
results of the service. We have reviewed, approved, and accepted responsibility for those
financial statements and related notes.
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Signature: : Title:
Thomas Sigmund

Signature: Title
Paut Kaster

Signature: Title:

Maridey Diaz




