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Independent Auditor's Report

To the Board of Trustees 
Southeastern Oakland County Water Authority

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and fiduciary activities of
the Southeastern Oakland County Water Authority (the "Authority") as of and for the year ended June 30, 2021,
and the related notes to the financial statements, which collectively comprise the Southeastern Oakland County
Water Authority's basic financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s 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 relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities and fiduciary activities of the Southeastern Oakland County Water
Authority as of June 30, 2021 and the respective changes in its financial position and, where applicable, cash
flows for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Emphasis of Matter 

As discussed in Note 1 to the basic financial statements, the Authority adopted the provisions of Governmental
Accounting Standards Board (GASB) Statement No. 84, Fiduciary Activities, which established accounting and
financial reporting standards for the identification and reporting of fiduciary activities. Our opinion is not modified
with respect to this matter.
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To the Board of Trustees 
Southeastern Oakland County Water Authority

Other Matters

Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and the required supplemental information, as identified in the table of contents, be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, which considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplemental
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Southeastern Oakland County Water Authority's basic financial statements. The other supplemental
information, as identified in the table of contents, is presented for the purpose of additional analysis and is not a
required part of the basic financial statements.

The other supplemental information is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the other supplemental information is fairly stated in all material respects in relation to the
basic financial statements as a whole.

October 25, 2021

2



Southeastern Oakland County Water Authority 

Management’s Discussion and Analysis 

Our discussion and analysis of the Southeastern Oakland County Water Authority’s (SOCWA or the “Authority”) 
financial performance provides an overview of SOCWA’s financial activities for the fiscal year ended June 30, 2021. 
Please read it in conjunction with the Authority’s financial statements.  

Financial Highlights 

Water sales to member and non-member municipalities were over budget for the fiscal year ended June 30, 2021. 
Actual total water sales were $26,911,708 compared to budgeted water sales of $26,373,698. For the fiscal year, 
sales were $538,010 or 2.0 percent more than budgeted. Total revenue was $533,183 over budget. Operating 
expenses (excluding depreciation) were under budget by $183,023. Revenue in excess of operating expenses was 
$1,360,956, which was $716,206 above the budgeted amount. 

Overview of the Basic Financial Statements 

The discussion and analysis is intended to serve as an introduction to the Authority’s financial statements. The 
Authority’s basic financial statements comprise two components: (1) financial statements and (2) notes to the 
financial statements. This report also contains required supplemental information and other supplemental 
information in addition to the basic financial statements themselves. 

Financial Statements – The financial statements are designed to provide readers with a broad overview of the 
Authority’s finances, in a manner similar to a private sector business. 

The statement of net position presents information on all of the Authority’s assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources with the difference reported as net position. Over time, increases or 
decreases in total net position may serve as a useful indicator of whether the financial position of the Authority is 
improving or deteriorating. 

The statement of revenue, expenses, and changes in net position presents information showing how the Authority’s 
net position changed during the most recent fiscal year. All changes in net position are reported as soon as the 
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenue and 
expenses are reported in this statement for some items that will only result in cash flows in future fiscal periods 
(e.g., earned but unused vacation leave). 

The Authority is a single business-type activity. As such, charges for services are intended to recover all or a 
significant portion of the costs to provide services. The business-type activity of the Authority includes providing 
water services to member communities. 

Notes to the Financial Statements – The notes provide additional information that is essential to a full 
understanding of the data provided in the basic financial statements. Please refer to the notes to the financial 
statements section of this report. 

Other Information – In addition to the basic financial statements, this report also presents certain supplemental 
information. This is limited to the budget analysis information, pension and OPEB schedules, and to this 
management’s discussion and analysis.
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Southeastern Oakland County Water Authority 

Management’s Discussion and Analysis (Continued) 

Financial Analysis 

As noted earlier, net position may serve over time as a useful indicator of the Authority’s financial position. In 
the case of the Authority, assets and deferred outflows exceed liabilities and deferred inflows by $21.8 million 
at the close of the most recent fiscal year. 

By far the largest portion of the Authority’s net position is invested in capital assets (e.g., land, buildings, 
vehicles, equipment, and infrastructure). The Authority uses these capital assets to provide services to its 
member communities; consequently, these assets are not available for future spending.  

The following table reflects the condensed statement of net position compared to the prior year: 

2021 2020

Assets
Assets - Excluding capital assets 12,784,714$          10,187,782$          
Capital assets - Net 16,425,579            16,974,762            

Total assets 29,210,293            27,162,544            

Deferred Outflows of Resources 124,150 239,702 

Liabilities

Current liabilities 6,919,965 6,055,969 
Noncurrent liabilities 85,690 226,165 

Total liabilities 7,005,655 6,282,134 

Deferred Inflows of Resources 499,915 8,861 

Net Position
Net investment in capital assets 16,425,579            16,974,762            
Unrestricted 5,403,294 4,136,489 

Total net position 21,828,873$          21,111,251$          

Operating activities increased the Authority’s net position by $671,222 accounting for 93.5 percent of the 
change in the Authority’s net position for the current year. Nonoperating revenue accounted for an increase of 
$46,400 in net position. 
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Southeastern Oakland County Water Authority 

Management’s Discussion and Analysis (Continued) 

The following table reflects the condensed statement of revenue, expenses, and changes in net position 
compared to the prior year: 

2021 2020

Revenue
Charge for services 26,911,708$      25,490,380$       
Rental 127,611   122,928   
Interest and other 49,564  88,040  

Total revenue 27,088,883  25,701,348  

Expenses
Operating expenses 25,727,927  24,836,258  
Depreciation and amortization 643,334   640,627 

Total expenses 26,371,261  25,476,885  

Change in Net Position 717,622   224,463   

 Net Position - Beginning of year 21,111,251  20,886,788  

 Net Position - End of year 21,828,873$      21,111,251$       

Revenue from water sales for 2021 increased by $1,421,328 due to a 4.1 percent increase in volume of water 
sold and a 3.0 percent increase in the water sales rates that was effective as of January 1, 2021. Revenue from 
all other sources was lower by $33,793. Operating expenses increased primarily due to higher water purchase 
expenses.  

The following graph reflects the three-year trend of operating revenue and expense: 
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Southeastern Oakland County Water Authority 

Management’s Discussion and Analysis (Continued) 

Capital Asset and Debt Administration 

Capital Assets – The Authority’s investment in capital assets for its activities as of June 30, 2021 amounted to 
$16,425,579 (net of accumulated depreciation). This investment in capital assets includes land, buildings, pump 
stations, elevated tanks, reservoirs, equipment, and infrastructure. In the current fiscal year, the Authority’s total 
investment in capital assets decreased by 3.24 percent. 

Major capital asset events during the fiscal year included the following: 

 The initial expenses for the replacement of two pressure control valves at a cost of $72,000
 The replacement of a water meter at a cost of $6,000
 Modifications to our Webster office due to the pandemic at a cost of $2,000

Additional information on the Authority’s capital assets can be found in Note 3 of this report. 

Economic Factors and Next Year’s Budgets and Rates 

The following factors were considered in preparing the Authority’s budget for the 2021-2022 fiscal year: 

 Employee wages were increased by 3.0 percent for union employees and 4.0 percent for salaried
employees

 The number of full-time salaried employees remained the same as the budgeted level of 2019-2020
and includes one open position

 The number of union employees remained the same at the budgeted level of 2019-20 and includes
one open position

 Health insurance costs were increased by 5 percent for active employees and by 2 percent for
retirees

 Water sales were estimated as the two-year average for the 2019 and 2020 calendar years.
 Water rates to the member communities and nonmember customers included a 10 percent fixed
 charge, which will be collected on a monthly basis. Commodity rates were increased by $0.31 (1.5

percent) per 1,000 cubic feet for the member communities and by $0.42 (1.5 percent) per 1,000 cubic
feet for the nonmember customers.

 Capital expenditures were estimated at $1,280,000 and included $1,000,000 for the painting and
rehabilitation of the Webster elevated tank, $80,000 for the replacement of the roofs of the 14
Mile and Samoset pump stations, $75,000 for the engineering for the Webster Tank Separation
Project, $55,000 for vehicle replacements, $50,000 for water meter replacements, and $20,000 for
obtaining GPS information for SOCWA’s underground facilities

 No incremental pension contributions were budgeted because the pension plans were close to being
fully funded

 The assets of the OPEB trusts will be used to pay the full amount of our retiree health care costs as
both OPEB trusts are overfunded

Request for Information 

This financial report is designed to provide a general overview of the Authority’s finances for all those with an 
interest in the Authority’s finances. Questions concerning any of the information provided in this report or 
requests for additional financial information should be addressed to the general manager, 3910 W. Webster, 
Royal Oak, Michigan 48073. 
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Southeastern Oakland County Water Authority

Statement of Net Position

June 30, 2021

Assets
Current assets:

Cash and cash equivalents (Note 2) $ 8,170,246
Accounts receivable 3,331,951
Other receivable - Related party (Note 5) 428,824
Other current assets 112,326

Total current assets 12,043,347

Noncurrent assets:
Net pension asset (Note 7) 291,956
Net OPEB asset (Note 6) 449,411
Capital assets: (Note 3)

Assets not subject to depreciation 1,269,046
Assets subject to depreciation - Net 15,156,533

Total noncurrent assets 17,166,946

Total assets 29,210,293

Deferred Outflows of Resources - Deferred pension costs (Note 7) 124,150

Liabilities
Current liabilities:

Accounts payable 6,727,067
Other current liabilities 71,153
Accrued compensated absences (Note 1) 121,745

Total current liabilities 6,919,965

Noncurrent liabilities - Accrued compensated absences (Note 1) 85,690

Total liabilities 7,005,655

Deferred Inflows of Resources
Deferred pension cost reductions (Note 7) 346,685
Deferred OPEB cost reductions (Note 6) 153,230

Total deferred inflows of resources 499,915

Net Position
Net investment in capital assets 16,425,579
Unrestricted 5,403,294

Total net position $ 21,828,873

See notes to financial statements. 7



Southeastern Oakland County Water Authority

Statement of Revenue, Expenses, and Changes in Net Position

Year Ended June 30, 2021

Operating Revenue
Water charges - Member municipalities $ 17,005,079
Water charges - Nonmember municipalities 9,906,629
Rental income 127,611
Miscellaneous income 3,164

Total operating revenue 27,042,483

Operating Expenses
Source of supply 23,722,602
Operating, maintenance, and administration 2,005,325
Depreciation 643,334

Total operating expenses 26,371,261

Operating Income 671,222

Nonoperating Revenue (Expense)
Investment income 46,400
Lead service line replacement revenue 1,690,529
Lead service line replacement expense (1,690,529)

Total nonoperating revenue 46,400

Change in Net Position 717,622

Net Position - Beginning of year 21,111,251

Net Position - End of year $ 21,828,873

See notes to financial statements. 8



Southeastern Oakland County Water Authority

Statement of Cash Flows

Year Ended June 30, 2021

Cash Flows from Operating Activities
Receipts from customers $ 26,868,008
Receipts from related parties 719,625
Payments to suppliers (23,961,848)
Payments to employees and fringes (1,374,671)

Net cash and cash equivalents provided by operating activities 2,251,114

Cash Flows from Noncapital Financing Activities
Payments for lead service line replacement (1,690,529)
Receipt for lead service line replacement 1,690,529

Net cash and cash equivalents provided by (used in) noncapital financing
activities -

Cash Flows Used in Financing Activities - Purchase of capital assets (94,151)

Cash Flows Provided by Investing Activities - Interest received on investments 46,400

Net Increase in Cash and Cash Equivalents 2,203,363

Cash and Cash Equivalents - Beginning of year 5,966,883

Cash and Cash Equivalents - End of year $ 8,170,246

Reconciliation of Operating Income to Net Cash from Operating Activities
Operating income $ 671,222
Adjustments to reconcile operating income to net cash from operating activities:

Depreciation 643,334
Changes in assets and liabilities:

Accounts receivable (174,475)
Related party receivable 248,804
Other assets 10,494
Net pension liability and related deferred outflows and inflows (51,569)
Accounts payable 813,861
Accrued wages 510
Net OPEB liability and related deferred outflows and inflows 36,677
Other accrued liabilities 41,898
Accrued compensated absences 10,358

Total adjustments 1,579,892

Net cash and cash equivalents provided by operating activities $ 2,251,114

See notes to financial statements. 9



Southeastern Oakland County Water Authority

Statement of Fiduciary Net Position

June 30, 2021

Union Retiree
Health Care

Trust

Salaried Retiree
Health Care

Trust
Total Fiduciary

Funds

Assets - Interest in pooled investments $ 1,198,001 $ 767,015 $ 1,965,016

Liabilities - - -

Net Position - Restricted for postemployment benefits
other than pension $ 1,198,001 $ 767,015 $ 1,965,016

See notes to financial statements. 10



Southeastern Oakland County Water Authority

Statement of Changes in Fiduciary Net Position

Year Ended June 30, 2021

Union Retiree
Health Care

Trust

Salaried Retiree
Health Care

Trust
Total Fiduciary

Funds

Additions
Investment income - Change in fair value of investments $ 264,831 $ 155,544 $ 420,375
Employee contributions - 11,937 11,937

Total additions 264,831 167,481 432,312

Deductions
Benefit payments 11,626 28,264 39,890
Administrative expenses 1,948 612 2,560
Other 229 8,031 8,260

Total deductions 13,803 36,907 50,710

Net Increase in Fiduciary Net Position 251,028 130,574 381,602

Net Position - Beginning of year, as restated (Note 1) 946,973 636,441 1,583,414

Net Position - End of year $ 1,198,001 $ 767,015 $ 1,965,016

See notes to financial statements. 11



Southeastern Oakland County Water Authority

Notes to Financial Statements

June 30, 2021

Note 1 - Significant Accounting Policies

Reporting Entity 

The Southeastern Oakland County Water Authority (the "Authority") was created in 1953 as a Michigan
public corporation under Act Number 179 of the Michigan Public Acts of 1952. The Authority provides a
water supply system primarily to 12 municipal communities in Oakland County, Michigan. The Authority is
governed by a board of trustees, with one member representing each constituent municipality. Principal
funding for the Authority is derived from water charges to the member municipalities.

Discretely Presented Component Units

Although legally separate from the Authority, the Retiree Health Care Trusts are reported as fiduciary
component units because they are governed by the Authority's board of trustees and impose a financial
burden on the Authority.

Accounting and Reporting Principles 

The Authority follows accounting principles generally accepted in the United States of America (GAAP),
as applicable to governmental units. Accounting and financial reporting pronouncements are promulgated
by the Governmental Accounting Standards Board (GASB).

Report Presentation 

This report includes the fund-based statements of the Authority. In accordance with government
accounting principles, a government-wide presentation with program and general revenue is not
applicable to special purpose governments engaged only in business-type activities. 

Fund Accounting 

Proprietary funds include enterprise funds, which provide goods or services to users in exchange for
charges or fees. The Authority reports all activity in a single proprietary fund, the Water Fund.

Fiduciary funds include amounts held in a fiduciary capacity for others. These amounts will not be used
for authority operations. The Retiree Health Care Trusts are used to account for assets held by the
Authority in a trustee capacity that will be used to fund future payment of medical benefits for eligible
retirees.

Basis of Accounting 

Proprietary and fiduciary funds use the economic resources measurement focus and the full accrual
basis of accounting. Revenue is recorded when earned, and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows.

Specific Balances and Transactions 

Cash and Investments

Cash and cash equivalents include cash on hand, demand deposits, and short-term investments with a
maturity of three months or less when acquired. Investments are stated at fair value.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets, are reported in the
financial statements. Capital assets are defined by the Authority as assets with an initial individual cost of
more than $5,000 and an estimated useful life in excess of one year. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated acquisition value at the date of donation. 
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Southeastern Oakland County Water Authority

Notes to Financial Statements

June 30, 2021

Note 1 - Significant Accounting Policies (Continued)

Interest incurred during the construction of capital assets of business-type activities is included as part of
the capitalized value of the assets constructed. No such interest expense was incurred during the fiscal
year. 

Capital assets are depreciated using the straight-line method over the following useful lives:

Depreciable Life -
Years

Pumping stations 10 to 50
Elevated tanks 10 to 50
Reservoirs 10 to 50
SCADA system 10 to 40
Transmission mains and accessories 25 to 100
Meters 10 to 30
Webster office 10 to 25
Equipment and other assets 5 to 25

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element represents a consumption of net
position that applies to future periods and will not be recognized as an outflow of resources (expense)
until then. The Authority reports deferred outflows related to deferred pension costs, as detailed in Note 6.

In addition to liabilities, the statement of net position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element represents an acquisition of net position
that applies to future periods and will not be recognized as an inflow of resources (revenue) until that
time. The Authority reports deferred inflows related to deferred OPEB and pension costs reductions, as
detailed in Notes 6 and 7, respectively.

Net Position Flow Assumption

The Authority will sometimes fund outlays for a particular purpose from both restricted and unrestricted
resources. In order to calculate the amounts to report as restricted net position and unrestricted net
position in the financial statements, a flow assumption must be made about the order in which the
resources are considered to be applied. It is the Authority’s policy to consider restricted net position to
have been depleted before unrestricted net position is applied.

Pension

The Authority offers a defined benefit pension plan to its employees. The Authority records a net pension
asset or liability for the difference between the total pension liability calculated by the actuary and the
pension plan’s fiduciary net position. For the purpose of measuring the net pension liability, deferred
outflows of resources and deferred inflows of resources related to pensions, and pension expense,
information about the fiduciary net position of the pension plan and additions to/deductions from the
pension plan’s fiduciary net position have been determined on the same basis as they are reported by the
pension plan. For this purpose, benefit payments (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit terms. Investments are reported at fair
value.

13



Southeastern Oakland County Water Authority

Notes to Financial Statements

June 30, 2021

Note 1 - Significant Accounting Policies (Continued)

Other Postemployment Benefit Costs

The Authority offers retiree health care benefits to retirees. The Authority records a net OPEB asset or
liability for the difference between the total OPEB liability calculated by the actuary and the OPEB plan’s
fiduciary net position. For the purpose of measuring the net OPEB asset/liability, deferred outflows of
resources and deferred inflows of resources related to OPEB, and OPEB expense, information about the
fiduciary net position of the OPEB plan and additions to/deductions from the OPEB plan’s fiduciary net
position have been determined on the same basis as they are reported by the OPEB plan. For this
purpose, benefit payments are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

Compensated Absences (Vacation and Sick Leave)

The Authority allows union employees to accumulate unused vested sick leave. Once an employee has
accumulated no less than 960 hours (120 days), the employee shall receive payment at the end of the
next fiscal year for all unused sick leave credits earned during the immediately preceding fiscal year.
Once an employee has accumulated no less than 320 hours (40 days) and no more than 960 hours (120
days), the employee shall receive payment at the end of the next fiscal year for half of all unused sick
leave credits earned during the immediately preceding fiscal year. The Authority allows nonunion
employees to accumulate unused vested sick leave. Once an employee has accumulated no less than
320 hours (40 days), the employee shall receive payment at the end of the next fiscal year for all unused
sick leave credits earned during the immediately preceding fiscal year. Employees forfeit all rights to
vacation time earned if not used within the year following accrual, unless carried over with the consent of
management.

As of June 30, 2021, there was $207,435 of accrued compensated absences, of which $121,745 was
deemed a current liability. Activity during the current year consisted of $111,386 of reductions to the
liability and $121,744 of additional earned accrued compensated absences. 

Proprietary Funds Operating Classification

Proprietary funds distinguish operating revenue and expenses from nonoperating items. Operating
revenue and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenue of the
Authority is charges to customers for sales. Operating expenses for the Authority include the cost of sales
and administrative expenses and may include depreciation on capital assets. All revenue and expenses
not meeting this definition are reported as nonoperating revenue and expenses.

Use of Estimates

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 and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during the period. Actual
results could differ from those estimates.

Adoption of New Accounting Pronouncement 

During the current year, the Authority adopted GASB Statement No. 84, Fiduciary Activities, which
establishes criteria for identifying and reporting fiduciary activities. As a result of implementing this
standard, the Retiree Health Care Trusts not previously reported in the financial statements now meet the
definition of fiduciary activities and are reported as such.

14



Southeastern Oakland County Water Authority

Notes to Financial Statements

June 30, 2021

Note 1 - Significant Accounting Policies (Continued)

Upcoming Accounting Pronouncements 

In June 2017, the GASB issued Statement No. 87, Leases, which improves accounting and financial
reporting for leases by governments. This statement requires recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. It establishes a
single model for lease accounting based on the foundational principle that leases are financings of the
right to use an underlying asset. Under this statement, a lessee is required to recognize a lease liability
and an intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a
deferred inflow of resources. The Authority is currently evaluating the impact this standard will have on
the financial statements when adopted. The provisions of this statement were originally effective for the
Authority's financial statements for the year ended June 30, 2021 but were extended to June 30, 2022
with the issuance of GASB Statement No. 95, Postponement of the Effective Date of Certain Authoritative
Guidance.

In June 2018, the GASB issued Statement No. 89, Accounting for Interest Cost Incurred before the End
of a Construction Period, which simplifies accounting for interest cost incurred before the end of
construction and requires those costs to be expensed in the period incurred. As a result, interest cost
incurred before the end of a construction period will not be capitalized and included in the historical cost
of a capital asset reported in a business-type activity or enterprise fund. This statement also reiterates
that, in financial statements prepared using the current financial resources measurement focus, interest
cost incurred before the end of a construction period should be recognized as an expenditure on a basis
consistent with governmental fund accounting principles. The requirements of the standard will be applied
prospectively and result in increased interest expense during periods of construction. The provisions of
this statement are effective for the Authority's financial statements for the June 30, 2022 fiscal year.

Note 2 - Deposits and Investments

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) authorizes local
governmental units to make deposits and invest in the accounts of federally insured banks, credit unions,
and savings and loan associations that have offices in Michigan. The law also allows investments outside
the state of Michigan when fully insured. The local unit is allowed to invest in bonds, securities, and other
direct obligations of the United States or any agency or instrumentality of the United States; repurchase
agreements; bankers’ acceptances of United States banks; commercial paper rated within the two
highest classifications that matures no more than 270 days after the date of purchase; obligations of the
State of Michigan or its political subdivisions that are rated as investment grade; and mutual funds
composed of investment vehicles that are legal for direct investment by local units of government in
Michigan. 

The Authority has designated two banks, one credit union, and the Oakland County Local Government
Investment Pool for the deposit of its funds. The investment policy adopted by the board in accordance
with Public Act 196 of 1997 has authorized investment in bonds and securities of the United States
government, bank accounts, certificates of deposit, and local government investment pools but not the
remainder of state statutory authority, as listed above. The Authority's deposits and investments are in
accordance with statutory authority.
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Southeastern Oakland County Water Authority

Notes to Financial Statements

June 30, 2021

Note 2 - Deposits and Investments (Continued)

The Authority's cash and investments are subject to several types of risk, which are examined in more
detail below:

Custodial Credit Risk of Bank Deposits 

Custodial credit risk is the risk that, in the event of a bank failure, the Authority's deposits may not be
returned to it. The Authority does not have a deposit policy for custodial credit risk. At year end, the
Authority had $3,075,936 of bank deposits (certificates of deposit and checking and savings accounts)
that was uninsured and uncollateralized. The Authority believes that, due to the dollar amounts of cash
deposits and the limits of FDIC insurance, it is impractical to insure all deposits. As a result, the Authority
evaluates each financial institution with which it deposits funds and assesses the level of risk of each
institution; only those institutions with an acceptable estimated risk level are used as depositories.

Interest Rate Risk 

Interest rate risk is the risk that the value of investments will decrease as a result of a rise in interest
rates. The Authority's investment policy minimizes interest rate risk by structuring the investment portfolio
so that securities mature to meet cash requirements for ongoing operations, thereby avoiding the need to
sell securities on the open market prior to maturity, and by investing operating funds primarily in shorter-
term securities, money market mutual funds, or similar investment pools. At year end, the Authority held
$3,793,089 in an investment pool with a weighted-average maturity of 1.20 years.

Credit Risk 

State law limits investments in commercial paper to the top two ratings issued by nationally recognized
statistical rating organizations. The Authority's investment policy further limits credit risk by limiting
investment to the safest type of securities; prequalifying the financial institution, brokers, dealers,
intermediaries, and advisors with which the Authority will do business; and diversifying the investment
portfolio so that potential losses on individual securities will be minimized. As of June 30, 2021, the
Authority held no investments subject to credit risk.

Concentration of Credit Risk 

The Authority places no limit on the amount it may invest in any one issuer, except for the Oakland
County Local Government Investment Pool (the "LGIP"), for which there is a $4 million limit.
Approximately 46 percent of the Authority's investments are in the LGIP. 

Fair Value Measurements

The Authority categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for identical assets,
Level 2 inputs are significant other observable inputs, and Level 3 inputs are significant unobservable
inputs. Investments that are measured at fair value using net asset value per share (or its equivalent) as
a practical expedient are not classified in the above fair value hierarchy.

In instances where inputs used to measure fair value fall into different levels in the above fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input that is
significant to the valuation. The Authority’s assessment of the significance of particular inputs to these fair
value measurements requires judgment and considers factors specific to each asset. 

Investments in Entities that Calculate Net Asset Value per Share

The Authority holds shares or interests in an investment pool where the fair value of the investments is
measured on a recurring basis using net asset value per share (or its equivalent) of the investment
companies as a practical expedient.
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Southeastern Oakland County Water Authority

Notes to Financial Statements

June 30, 2021

Note 2 - Deposits and Investments (Continued)

At June 30, 2021, the fair value, unfunded commitments, and redemption rules of those investments are
as follows: 

Carrying Value
Unfunded

Commitments

Redemption
Frequency, if

Eligible
Redemption

Notice Period

Oakland County Local Government
Investment Pool $ 3,793,089 $ - No restrictions None

MERS Total Market Portfolio 1,965,016 - No restrictions None

The Oakland County Local Government Investment Pool is not registered with the SEC and does not
issue a separate report. The pool does not meet the requirements under GASB 79 to report its value for
financial reporting purposes at amortized costs. Accordingly, the investment is reported at fair value. The
fair value of the position in the pool is not the same as the value of the pool shares because the pool
redeems shares at $1 per share regardless of current fair value. The LGIP invests assets in a manner
that will seek the highest investment return consistent with the preservation of principal and meet the
daily liquidity needs of participants.

The MERS Total Market Portfolio is a fully diversified portfolio combining traditional stocks and bonds
with alternative asset classes, including real estate, private equity, and commodities. The objective is to
provide current income and capital appreciation while minimizing the volatility of the capital markets. The
Municipal Employees' Retirement System (MERS) manages the asset allocation and monitors the
underlying investment managers of the MERS Total Market Portfolio.

Note 3 - Capital Assets

Capital asset activity of the Authority's business-type activities was as follows:

Balance
July 1, 2020 Reclassifications Additions

Disposals and
Adjustments

Balance
June 30, 2021

Capital assets not being
depreciated:

Land $ 1,195,908 $ - $ - $ - $ 1,195,908
Construction in progress 2,762 (11,523) 81,899 - 73,138

Subtotal 1,198,670 (11,523) 81,899 - 1,269,046

Capital assets being depreciated:
Pumping stations 3,753,068 - 12,252 - 3,765,320
Elevated tanks 1,910,813 - - - 1,910,813
Reservoirs 3,239,507 - - - 3,239,507
SCADA system 1,830,228 - - - 1,830,228
Transmission mains and

accessories 20,712,063 - - - 20,712,063
Meters 1,002,154 5,997 - - 1,008,151
Webster office 331,601 5,526 - - 337,127
Equipment and other assets 1,733,755 - - - 1,733,755

Subtotal 34,513,189 11,523 12,252 - 34,536,964

Accumulated depreciation 18,737,097 - 643,334 - 19,380,431

Net capital assets being
depreciated 15,776,092 11,523 (631,082) - 15,156,533

Total $ 16,974,762 $ - $ (549,183) $ - $ 16,425,579
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Notes to Financial Statements

June 30, 2021

Note 4 - Risk Management

The Authority is exposed to various risks of loss related to property loss, torts, errors and omissions, and
employee injuries (workers' compensation), as well as medical benefits provided to employees. The
Authority has purchased commercial insurance for medical benefits and is a member of the Michigan
Municipal League and Michigan Municipal Risk Management Authority sponsored self-insurance/public
entity risk pools. The Authority pays annual premiums to the respective pools for general liability,
property, auto, workers' compensation, and employee fidelity insurance coverage. The agreements for
the formation of the Michigan Municipal Risk Management Authority and the Michigan Municipal League
Workers' Compensation Fund provide that the pools will be self-sustaining through member premiums
and will reinsure through commercial companies for claims in excess of limitations imposed by the pool.
Settled claims relating to the commercial insurance have not exceeded the amount of insurance coverage
in any of the past three fiscal years.

Note 5 - Related Party Transactions

The Authority has developed a cost-sharing strategy for certain administrative salaries, operating
expenses, and capital asset expenses with the Southeastern Oakland County Resource Recovery
Authority (SOCRRA). The cost-sharing arrangements resulted in the Authority charging SOCRRA
$430,821 for the year ended June 30, 2021. In addition to these shared costs, the Authority charges and
receives an annual office rental fee from SOCRRA in the amount of $40,000. As of June 30, 2021, the
amount of receivables due from SOCRRA was $428,824.

Note 6 - Other Postemployment Benefit Plan

Plan Description 

The Authority provides OPEB to eligible union and salaried employees and their beneficiaries. There are
separate plans for union and salaried employees. SOCRRA and the Authority are joint participants in the
salaried plan that operates under the Authority's name. The amounts disclosed represent the Authority's
share of the plan, which is estimated to be approximately 50 percent of the nonunion plan. Both plans are
administered by the Municipal Employees’ Retirement System of Michigan Health Funding Vehicle.

Benefits Provided 

The union and salaried plans provide health care benefits for retirees and their dependents. Benefits are
provided through a third-party insurer, and the full cost of the benefits is covered by the plan. The
Authority’s board has the authority to establish and amend benefit provisions.

Employees Covered by Benefit Terms

The following members were covered by the benefit terms:

Union Salaried

Date of member count June 30, 2021 June 30, 2021

Inactive plan members or beneficiaries currently receiving benefits 9 9
Active plan members 8 2

Total plan members 17 11
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Note 6 - Other Postemployment Benefit Plan (Continued)

Contributions

Retiree health care costs are paid by the Authority on a pay-as-you-go basis. The Authority has no
obligation to make contributions in advance of when the insurance premiums are due for payment.
However, the Authority has made contributions to advance-fund these benefits, as determined by the
board through annual budget resolutions and through specific board actions. For the fiscal year ended
June 30, 2021, the Authority made total contributions of $229 and $4,015 to the union and salaried plans,
respectively. Union employees are not required to make contributions, but certain participants are
required to pay copays. Since the salaried plan became effective on January 1, 2002, eligible employees
have been required to contribute to the plan based on eligible payroll. The contribution percentage for the
year ended June 30, 2021 was 5 percent. 

Net OPEB Liability (Asset)

The Authority chooses a date for each OPEB plan to measure its net OPEB liability (asset). This is based
on the measurement date of each OPEB plan, which may be based on a comprehensive valuation as of
that date or based on an earlier valuation that has used procedures to roll the information forward to the
measurement date. 

Union Salaried

Measurement date used for the Authority's net OPEB liability (asset) June 30, 2021 June 30, 2021
Based on a comprehensive actuarial valuation as of June 30, 2021 June 30, 2021

Changes in the net OPEB asset of the union plan during the measurement year were as follows:

Increase (Decrease)

Changes in Net OPEB Asset
Total OPEB

Liability
Plan Net
Position Net OPEB Asset

Balance at July 1, 2020 $ 784,691 $ 946,973 $ (162,282)

Changes for the year:
Service cost 5,905 - 5,905
Interest 54,942 - 54,942
Differences between expected and actual

experience 53,123 - 53,123
Net investment income - 264,831 (264,831)
Benefit payments, including refunds (11,626) (11,626) -
Administrative expenses - (1,948) 1,948
Other - (229) 229

Net changes 102,344 251,028 (148,684)

Balance at June 30, 2021 $ 887,035 $ 1,198,001 $ (310,966)

The plan's fiduciary net position represents 135.06 percent of the total OPEB liability.

At June 30, 2021, the Authority reported an asset of $138,445 for its proportionate share of the salaried
net OPEB asset. The Authority's proportion of the net OPEB asset was based on the Authority's
actuarially required contribution for the year ended June 30, 2021 relative to other contributing employers.
At June 30, 2021, the Authority’s proportion was 50 percent. At June 30, 2020, the Authority’s proportion
was 52 percent. 

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related
to OPEB

For the year ended June 30, 2021, the Authority recognized OPEB expense of $31,885 from all plans. 
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Note 6 - Other Postemployment Benefit Plan (Continued)

At June 30, 2021, the Authority reported deferred outflows of resources and deferred inflows of resources
related to OPEB from the following sources:

Deferred
Outflows of
Resources

Deferred
Inflows of

Resources

Difference between expected and actual experience $ - $ 942
Net difference between projected and actual earnings on OPEB plan

investments - 152,288

Total $ - $ 153,230

Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB
will be recognized in OPEB expense as follows: 

Years Ending
June 30 Amount

2022 $ (32,262)
2023 (30,665)
2024 (39,311)
2025 (50,992)

Total $ (153,230)

Actuarial Assumptions

The total OPEB liability was determined by utilizing the alternative measurement method as of June 30,
2021 using the following assumptions, applied to all periods included in the measurement, unless
otherwise specified:

Expected Point in Time at Which Benefit Payments Will Begin to be Made

Active plan members were assumed to retire at age 60 or at the first subsequent year in which the
member would qualify for benefits.

Marital Status and Dependency Status

Active employees and retirees covered under the terms of the OPEB plan who currently have spouses
are assumed to be married to those spouses at retirement; those without spouses at the calculation date
are assumed to be single at and throughout retirement.

Mortality

Mortality rates were based on the Pub-2010 Public Retirement Plans Mortality Tables, with mortality
improvement projected for 10 years.

Turnover

The turnover assumption was derived from data maintained by the U.S. Office of Personnel Management
regarding the most recent experience of the employee group covered by the Federal Employees
Retirement System.

Health Care Cost Trend Rate

The expected rate of increase in health care insurance premiums was assumed to be a rate of 7.5
percent initially, reduced to an ultimate rate of 5.3 percent after 10 years.
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Note 6 - Other Postemployment Benefit Plan (Continued)

Health Insurance Premiums

Actual 2020 health insurance premiums for retirees were used as the basis for calculation of the present
value of total benefits to be paid.

Payroll Growth Rate

The expected long-term payroll growth rate was assumed to be 3.0 percent, including inflation.

Investment Rate of Return

The investment rate of return was assumed to be 7 percent, net of OPEB plan investment expense,
including inflation. 

Discount Rate

As shown below, the discount rate used to measure the total OPEB liability was determined after
considering a projection of the cash flows to determine whether the future contributions (made at the
current contribution rates) will be sufficient to allow the OPEB plans' fiduciary net position to make all
projected future benefit payments of current active and inactive employees.

Union Salaried

Assumed investment rate of return 7.0% 7.0%
Are contributions expected to be sufficient to allow fiduciary net position

to pay future benefits? Yes Yes
Discount rate used to measure total OPEB liability 7.0% 7.0%

Investment Rate of Return 

The long-term expected rate of return on OPEB plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of
OPEB plan investment expense and inflation) are developed for each major asset class. These ranges
are combined to produce the long-term expected rate of return by weighting the expected future real rates
of return by the target asset allocation percentage and adding expected inflation. Best estimates of
arithmetic real rates of return as of the June 30, 2021 measurement date for each major asset class
included in the OPEB plans' target asset allocation, as disclosed in the investment footnote, are
summarized in the following table:

Union and Salaried

Asset Class Target Allocation

Long-term
Expected Real
Rate of Return

Global equity %60.00 %5.25
Global fixed income 20.00 1.25
Private investments 20.00 7.25
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Note 6 - Other Postemployment Benefit Plan (Continued)

Sensitivity of the Net OPEB Asset to Changes in the Discount Rate

The following presents the net OPEB asset of the Authority, calculated using the discount rate of 7.0
percent, as well as what the Authority's net OPEB asset would be if it were calculated using a discount
rate that is 1 percentage point lower or 1 percentage point higher than the current rate:

1 Percentage
Point Decrease

(6.0%)

Current
Discount Rate

(7.0%)

1 Percentage
Point Increase

(8.0%)

Net OPEB asset of the union plan $ (213,636) $ (310,966) $ (393,973)
Net OPEB asset of the salaried plan (117,294) (138,445) (156,816)

Sensitivity of the Net OPEB Asset to Changes in the Health Care Cost Trend Rate

The following presents the net OPEB asset of the Authority, calculated using the health care cost trend
rate of 7.5 percent, gradually decreasing to 5.3 percent, as well as what the Authority's net OPEB asset
would be if it were calculated using a health care cost trend rate that is 1 percentage point lower or 1
percentage point higher than the current rate:

1 Percentage
Point Decrease

(6.5%,
Decreasing to

4.3%)

Current Health
Care Cost Trend

Rate (7.5%,
Decreasing to

5.3%)

1 Percentage
Point Increase

(8.5%,
Decreasing to

6.3%)

Net OPEB asset of the union plan $ (394,915) $ (310,966) $ (213,357)
Net OPEB asset of the salaried plan (156,126) (138,445) (118,463)

Rate of Return

For the year ended June 30, 2021, the annual money-weighted rate of return on investments, net of plan
investment expense, was 28.19 percent. The money-weighted rate of return expresses investment
performance, net of investment expense, adjusted for the changing amounts actually invested.

Assumption Changes

For the 2021 valuations, the mortality tables were updated from the RP-2000 tables to the Pub-2010
tables, and the health care cost trend rate was changed from 8.3 percent decreasing to 4.5 percent to 7.5
percent decreasing to 5.3 percent.

Note 7 - Pension Plan

Plan Description

Because salaried employees of the Authority and SOCRRA are participants in the Authority's plan, the
two authorities are considered joint participants. The amounts disclosed represent only the Authority's
share, which is estimated to be approximately 53.3 percent.

The Authority participates in an agent multiple-employer defined benefit pension plan administered by the
Municipal Employees' Retirement System of Michigan that covers all employees of the Authority. MERS
was established as a statewide public employee pension plan by the Michigan Legislature under PA 135
of 1945 and is administered by a nine-member retirement board. MERS issues a publicly available
financial report, which includes the financial statements and required supplemental information of this
defined benefit plan. This report can be obtained at www.mersofmich.com or in writing to MERS at 1134
Municipal Way, Lansing, MI 48917. 
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Note 7 - Pension Plan (Continued)

Benefits Provided 

The plan provides certain retirement, disability, and death benefits to plan members and beneficiaries. PA
427 of 1984, as amended, established and amends the benefit provisions of the participants in MERS.  

The MERS plan covers all full-time authority employees.

Retirement benefits for salaried employees hired before July 1, 2011 are calculated as 2.5 percent of the
employee's final three-year average salary times the employee’s years of service. Retirement benefits for
union employees hired before July 1, 2011 are calculated as 2.25 percent of the employee’s final three-
year average salary times the employee’s years of service. Union and salaried employees hired after July
1, 2011 are eligible for a hybrid defined benefit contribution plan. Retirement benefits for union and
salaried employees participating in the hybrid plan are calculated as 1.0 percent and 1.5 percent,
respectively, of the employee’s final three-year average salary times the employee’s credited years of
service. These benefits are established by resolution of the Authority.

Normal retirement age is 60, with early retirement at 55 with 25 years of service. A reduced early
retirement benefit is available at 50 with 25 years of service and at 55 with 15 years of service. The
retirement allowance is reduced by 0.5 percent for each complete month that the retirement date
precedes 60. There is no early retirement option for employees hired after July 1, 2011. The vesting
period is 10 years for all employees hired before July 1, 2011 and 6 years for employees that are
participating in the hybrid plan.

Benefit terms, within the parameters established by MERS, are generally established and amended by
authority of the board of members. 

Employees Covered by Benefit Terms

The following members were covered by the benefit terms:

Date of member count December 31, 2020

Inactive plan members or beneficiaries currently receiving benefits 23
Inactive plan members entitled to but not yet receiving benefits 1
Active plan members 17

Total employees covered by the plan 41

Contributions

Article 9, Section 24 of the State of Michigan constitution requires that financial benefits arising on
account of employee service rendered in each year be funded during that year. Accordingly, MERS
retains an independent actuary to determine the annual contribution. The employer is required to
contribute amounts at least equal to the actuarially determined rate established by the MERS retirement
board. The actuarially determined rate is the estimated amount necessary to finance the costs of benefits
earned by plan members during the year, with an additional amount to finance any unfunded accrued
liability. The employer may establish contribution rates to be paid by its covered employees.

For the year ended June 30, 2021, the average active employee contribution rate was 5.0 percent of
annual pay for salaried employees, 2.5 percent of annual pay for union employees, and 0 percent for
employees hired after July 1, 2011 who were participating in the hybrid plan; the Authority's average
contribution rate was $3,646 per month for salaried employees, $2,346 per month for union employees,
9.26 percent of annual pay for salaried employees participating in the hybrid plan, and 4.70 percent of
annual pay for union employees participating in the hybrid plan. The Authority's share of pension
contributions made during the year was $54,368.
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Note 7 - Pension Plan (Continued)

Net Pension Asset

At June 30, 2021, the Authority reported an asset of $291,956 for its proportionate share of the net
pension asset, which was estimated to be 53.3 percent of the total. The net pension liability reported at
June 30, 2021 was determined using a measure of the total pension liability and the pension net position
as of December 31, 2020. The December 31, 2020 total pension liability was determined by an actuarial
valuation as of that date.

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related
to Pensions

For the year ended June 30, 2021, the Authority recognized net pension expenses of $2,745. 

At June 30, 2021, the Authority reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Deferred
Outflows of
Resources

Deferred
Inflows of

Resources

Difference between expected and actual experience $ - $ 122,822
Changes in assumptions 97,049 -
Net difference between projected and actual earnings on pension plan

investments - 223,863
Employer contributions to the plan subsequent to the measurement date 27,101 -

Total $ 124,150 $ 346,685

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows (note that employer contributions subsequent
to the measurement date will reduce the net pension liability and, therefore, will not be included in future
pension expense):

Years Ending
June 30 Amount

2022 $ (32,654)
2023 (37,630)
2024 (114,889)
2025 (64,463)

Total $ (249,636)

Actuarial Assumptions

The total pension liability in the December 31, 2020 actuarial valuation was determined using an inflation
assumption of 2.50 percent, assumed salary increases (including inflation) of 3.0 percent, and an
investment rate of return (gross of investment expenses) of 7.60 percent.

Mortality rates were based on the Pub-2010 Mortality Tables.

The actuarial assumptions used in the December 31, 2020 actuarial valuation date valuation were based
on the results of an actuarial experience study for the period from 2014 to 2018. 
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Note 7 - Pension Plan (Continued)

Discount Rate 

The discount rate used to measure the total pension liability was 7.60 percent. The projection of cash
flows used to determine the discount rate assumed that employee contributions will be made at the
current contribution rate and that authority contributions will be made at rates equal to the difference
between actuarially determined contribution rates and the employee rate. 

Based on those assumptions, the pension plan’s fiduciary net position was projected to be available to
make all projected future benefit payments of current active and inactive employees. Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability. 

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected returns, net
of pension plan investment expense and inflation) are developed for each major asset class. These
ranges are combined to produce the long-term expected rate of return by weighting the expected future
real rates of return by the target asset allocation percentage and by adding expected inflation.

Investment Rate of Return

Best estimates of arithmetic real rates of return as of the December 31, 2020 measurement date for each
major asset class included in the pension plan's target asset allocation, as disclosed in the investment
footnote, are summarized in the following table:

Asset Class Target Allocation

Long-term
Expected Real
Rate of Return

Global equity %60.00 %5.25
Global fixed income 20.00 1.25
Private equity 20.00 7.25

Sensitivity of the Net Pension Asset to Changes in the Discount Rate

The following presents the net pension asset of the Authority, calculated using the discount rate of 7.60
percent, as well as what the Authority's net pension liability (asset) would be if it were calculated using a
discount rate that is 1 percentage point lower or 1 percentage point higher than the current rate:

1 Percentage
Point Decrease

(6.6%)

Current
Discount Rate

(7.6%)

1 Percentage
Point Increase

(8.6%)

Net pension liability (asset) of the Authority $ 212,462 $ (291,956) $ (728,763)

Pension Plan Fiduciary Net Position 

Detailed information about the plan’s fiduciary net position is available in the separately issued financial
report found at www.mersofmich.com. For the purpose of measuring the net pension liability, deferred
outflows of resources and deferred inflows of resources related to pensions, and pension expense,
information about the plan’s fiduciary net position and additions to/deductions from fiduciary net position
have been determined on the same basis as they are reported by the plan. The plan uses the economic
resources measurement focus and the full accrual basis of accounting. Investments are stated at fair
value. Contribution revenue is recorded as contributions are due, pursuant to legal requirements. Benefit
payments and refunds of employee contributions are recognized as expense when due and payable in
accordance with the benefit terms. 
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Note 7 - Pension Plan (Continued)

Assumption Changes

For the December 31, 2020 measurement date, the pension plan updated the mortality tables to the Pub-
2010 tables.
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Southeastern Oakland County Water Authority

Required Supplemental Information
Schedule of the Authority's Proportionate Share of the Net Pension Liability

Defined Benefit Pension Plan

Last Seven Plan Years

Plan Years Ended December 31

2020 2019 2018 2017 2016 2015 2014

Authority's proportion of the net
pension liability %53.30000 %53.50000 %65.00000 %62.00000 %67.00000 %67.00000 %67.00000

Authority's proportionate share of the
net pension (asset) liability $ (291,956) $ 143,106 $ 651,585 $ 506,994 $ 1,341,953 $ 1,827,001 $ 1,450,935

Authority's covered payroll $ 601,029 $ 574,360 $ 622,349 $ 631,316 $ 648,760 $ 710,649 $ 734,095

Authority's proportionate share of the
net pension (asset) liability as a
percentage of its covered payroll %(48.60) %24.92 %104.70 %80.31 %206.85 %257.09 %197.65

Plan fiduciary net position as a
percentage of total pension (asset)
liability %105.45 %97.36 %89.72 %91.50 %78.90 %70.20 %74.70

Schedule is built prospectively upon implementation of GASB Statement No. 68
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Required Supplemental Information
Schedule of Pension Contributions

Defined Benefit Pension Plan

Last Ten Fiscal Years

Years Ended June 30

2021 2020 2019 2018 2017 2016 2015 2014 2013 2012

Statutorily required contribution $ 54,368 $ 102,916 $ 115,437 $ 134,517 $ 128,137 $ 140,595 $ 164,564 $ 153,733 $ 104,551 $ 90,115
Contributions in relation to the

statutorily required contribution 54,368 357,898 626,993 685,278 648,615 414,360 472,309 466,787 417,497 90,115

Contribution Excess $ - $ (254,982) $ (511,556) $ (550,761) $ (520,478) $ (273,765) $ (307,745) $ (313,054) $ (312,946) $ -

Authority's Covered Payroll $ 601,029 $ 574,360 $ 622,349 $ 631,316 $ 648,760 $ 710,649 $ 734,095 $ 771,027 $ 709,510 $ 722,206

Contributions as a Percentage
of Covered Payroll %9.05 %62.31 %100.75 %108.55 %99.98 %58.31 %64.34 %60.54 %58.84 %12.48

Notes to Schedule of Pension Contributions

Actuarial valuation information relative to the determination of contributions:

Valuation date Actuarially determined contribution rates are calculated as of December 31 each year, which is 18 months prior to the beginning of
the fiscal year in which the contributions are required.

Methods and assumptions used to determine contribution rates:

Actuarial cost method Entry age normal
Amortization method Level percentage of pay, open
Remaining amortization period 20 years
Asset valuation method 10-year smoothed market
Inflation 2.5 percent
Salary increase 3.75 percent, including inflation
Investment rate of return 8.00 percent
Retirement age Experience-based tables of rates that are specific to the type of eligibility condition
Mortality 50 percent male and 50 percent female blend of the RP-2014 Group Mortality Tables
Other information None
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Required Supplemental Information
Schedule of Changes in the Net OPEB Liability and Related Ratios

Union

Last Four Fiscal Years

2021 2020 2019 2018

Total OPEB Liability
Service cost $ 5,905 $ 5,548 $ 9,935 $ 10,288
Interest 54,942 49,920 64,104 60,356
Differences between expected and actual

experience 53,123 (218,105) (1,738) (3,053)
Benefit payments, including refunds (11,626) (27,221) (17,115) (10,638)

Net Change in Total OPEB Liability 102,344 (189,858) 55,186 56,953

Total OPEB Liability - Beginning of year 784,691 974,549 919,363 862,410

Total OPEB Liability - End of year $ 887,035 $ 784,691 $ 974,549 $ 919,363

Plan Fiduciary Net Position
Contributions - Employer $ - $ 57,221 $ 47,115 $ 40,638
Net investment income 264,831 20,614 25,653 57,692
Administrative expenses (1,948) (1,648) - -
Benefit payments, including refunds (11,626) (27,221) (17,115) (10,638)
Other (229) - - -

Net Change in Plan Fiduciary Net Position 251,028 48,966 55,653 87,692

Plan Fiduciary Net Position - Beginning of
year 946,973 898,007 842,354 754,662

Plan Fiduciary Net Position - End of year $ 1,198,001 $ 946,973 $ 898,007 $ 842,354

Net OPEB (Asset) Liability - Ending $ (310,966) $ (162,282) $ 76,542 $ 77,009

Plan Fiduciary Net Position as a Percentage
of Total OPEB Liability %135.06 %120.68 %92.15 %91.62

Covered-employee Payroll $ 467,633 $ 474,843 $ 628,766 $ 604,286

Net OPEB (Asset) Liability as a Percentage
of Covered-employee Payroll %(66.50) %(34.18) %12.17 %12.74

Schedule is built prospectively upon implementation of GASB Statement No. 75
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Southeastern Oakland County Water Authority

Required Supplemental Information
Schedule of OPEB Contributions

Union

Last Ten Fiscal Years

Years Ended June 30

2021 2020 2019 2018 2017 2016 2015 2014 2013 2012

Actuarially determined
contribution $ - $ - $ 27,383 $ 27,736 $ 24,234 $ 46,887 $ 72,385 $ 99,839 $ 98,968 $ 109,543

Contributions in relation to
the actuarially
determined contribution - 57,221 47,115 40,638 47,893 44,979 84,193 96,557 94,996 103,329

Contribution Excess
(Deficiency) $ - $ 57,221 $ 19,732 $ 12,902 $ 23,659 $ (1,908) $ 11,808 $ (3,282) $ (3,972) $ (6,214)

Notes to Schedule of Contributions

Actuarial valuation information relative to the determination of contributions:

Valuation date The contribution amounts for the year ended June 30, 2021 were based on the June 30, 2021 actuarial valuation.

Methods and assumptions used to determine contribution rates:

Actuarial cost method Entry age
Amortization method Level percentage of payroll
Remaining amortization period 20 years
Asset valuation method Market value
Inflation 3.0 percent
Health care cost trend rates Initial trend of 7.5 percent gradually decreasing to 5.3 percent in year 10
Salary increase 3.0 percent
Investment rate of return 7.00 percent, net of OPEB plan investment expense
Retirement age 60, average
Mortality Pub-2010 Public Retirement Plans Mortality Tables, with mortality improvement projected for 10 years
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Southeastern Oakland County Water Authority

Required Supplemental Information
Schedule of the Authority's Proportionate Share of the Net OPEB Liability

Salaried

Last Four Fiscal Years

Plan Years Ended June 30

2021 2020 2019 2018

Authority's proportion of the net OPEB (asset)
liability %50.00000 %52.10000 %54.30000 %56.00000

Authority's proportionate share of the net OPEB
(asset) liability $ (138,445) $ (100,693) $ (4,917) $ 9,065

Plan fiduciary net position as a percentage of
total OPEB liability %156.49 %143.61 %101.40 %97.51

Contributions to the OPEB plan are not based on a measure of pay; therefore, no covered payroll is presented.

Schedule is built prospectively upon implementation of GASB Statement No. 75.
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Southeastern Oakland County Water Authority

Required Supplemental Information
Schedule of OPEB Contributions

Salaried

Last Ten Fiscal Years

Years Ended June 30

2021 2020 2019 2018 2017 2016 2015 2014 2013 2012

Actuarially determined
contribution $ - $ - $ 2,929 $ 3,021 $ 10,833 $ 17,749 $ 18,525 $ 23,986 $ 22,986 $ 33,920

Contributions in relation to
the actuarially determined
contribution - 5,532 29,534 33,914 17,112 22,643 20,368 33,033 34,608 9,199

Contribution (Excess)
Deficiency $ - $ (5,532) $ (26,605) $ (30,893) $ (6,279) $ (4,894) $ (1,843) $ (9,047) $ (11,622) $ 24,721
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Southeastern Oakland County Water Authority

Required Supplemental Information
Schedule of OPEB Investment Returns

Last Four Fiscal Years

Years Ended June 30

2021 2020 2019 2018

Annual money-weighted rate of return, net of
investment expense - Both trusts %28.19 %2.36 %2.97 %7.78

Schedule is built prospectively upon implementation of GASB Statement No. 75
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Southeastern Oakland County Water Authority 

Other Supplemental Information 
Schedule of Budget Analysis 

Year Ended June 30, 2021 

Original Budget Actual

(Under) Over 

Amended Budget

Revenue
Sale of water - Member municipalities 17,315,000$        17,005,079$    (309,921)$    
Sale of water - Nonmember municipalities 9,058,698    9,906,629     847,931  
Rental income 122,002  127,611   5,609  
Interest on investments 50,000    46,400     (3,600)     
Miscellaneous income 10,000    3,164  (6,836)     

Total revenue 26,555,700  27,088,883   533,183  

Operating Expenses - Excluding Depreciation 25,907,550  25,727,927   (183,023)     

Amount Available for Reserves and Capital Outlay 648,150$    1,360,956$      716,206$    
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Southeastern Oakland County Water Authority 

Other Supplemental Information 
Schedule of Budget Operating Expenses Analysis 

Year Ended June 30, 2021 

Budget Actual

Over (Under) 

Budget

Source of supply - Pump station
operations and water purchases
for resale 23,795,000$      23,722,602$      (72,398)$            

Meters:
Labor and supervision 40,600       38,073      (2,527)      
Power and light 9,000  9,462  462   
Maintenance of equipment 40,000       33,839      (6,161)      

Total meters 89,600       81,374      (8,226)      

Mains:
Labor and supervision 25,900       22,233      (3,667)      
Maintenance of equipment 30,000       30,729      729   
Miss Dig 25,000       39,398      14,398 

Total mains 80,900       92,360      11,460     

Webster pump station operations:
Labor and supervision 406,050     420,040    13,990     
Utilities 48,500       37,097      (11,403)    
Maintenance of equipment 20,000       26,888      6,888       
Maintenance of building 10,000       6,529  (3,471)      
Maintenance of property and grounds 11,000       12,543      1,543       
Safety training 4,500  1,600  (2,900)      
Safety maintenance and supplies 5,500  4,192  (1,308)      
Supplies 15,000       5,728  (9,272)      
Tools 6,000  6,685  685   
Maintenance of reservoirs 3,000  3,495  495   
Maintenance of tanks 2,000 - (2,000) 

Total Webster pump station operations 531,550     524,797    (6,753)

Webster computer operations:
Labor and supervision 51,500       54,095      2,595       
Website and internet 10,000       13,158      3,158       
Computer hardware maintenance 15,000       18,904      3,904       
Computer software maintenance 10,000       9,915  (85)    
UPS 2,500  2,421 (79)    

Total Webster computer operations 89,000       98,493      9,493       

Webster - Purification:
Labor and supervision 56,100       53,510      (2,590)      
Maintenance of equipment 1,000  2,523  1,523       
Supplies 22,000       13,067      (8,933)      

Regulatory testing 67,000       69,485      2,485       

Total Webster - Purification 146,100     138,585    (7,515)      
 

37



Southeastern Oakland County Water Authority 

Other Supplemental Information 
Schedule of Budget Operating Expenses Analysis (Continued) 

Year Ended June 30, 2021 

Budget Actual

(Under) Over 

Budget

Webster - Transportation:
Labor and supervision 11,725$      9,377$     (2,348)$    
Maintenance of equipment 20,000    17,361    (2,639)  
Fuel 25,000    6,674   (18,326) 

Total Webster  - Transportation 56,725    33,412    (23,313) 

Total Webster expenses 823,375  795,287  (28,088)   

Shafter pump station operations:
Labor and supervision 23,110    17,626    (5,484)  
Utilities 15,000    8,872   (6,128)  
Maintenance of equipment 11,000    122  (10,878)   
Maintenance of building 6,000  269 (5,731)  

Total Shafter pump station operations 55,110    26,889    (28,221)   

Lamb pump station operations:
Labor and supervision 23,110    17,681    (5,429)  
Utilities 11,700    7,748   (3,952)  
Maintenance of equipment 11,000    210  (10,790)   
Maintenance of building 6,000  30   (5,970)  

Total Lamb pump station operations 51,810    25,669    (26,141)   

12 Mile meter station:
Labor and supervision 15,155    11,805    (3,350)  
Utilities 1,750   1,230   (520)  
Maintenance of equipment 2,500   337  (2,163)  
Maintenance of building 500  - (500) 
Maintenance of property and grounds 500 846 346   

Total 12 Mile meter station 20,405    14,218    (6,187)  

Gare pump station operations:
Labor and supervision 28,150    23,161    (4,989)  
Utilities 18,200    12,138    (6,062)  
Maintenance of equipment 6,000   557  (5,443)  
Maintenance of building 2,000   - (2,000)
Maintenance of property and grounds 2,000   1,663   (337) 
Maintenance of reservoirs 2,000  - (2,000) 

Total Gare pump station operations 58,350    37,519    (20,831)
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Southeastern Oakland County Water Authority 

Other Supplemental Information 
Schedule of Budget Operating Expenses Analysis (Continued) 

Year Ended June 30, 2021 

Budget Actual

(Under) Over 

Budget

Oliver pump station operations:
Labor and supervision 11,100$        8,882$      (2,218)$    
Utilities 4,500  4,880   380   
Maintenance of equipment 1,000  - (1,000)
Maintenance of building 1,000  - (1,000)
Maintenance of property and grounds 3,000  1,273   (1,727) 

Total Oliver pump station operations 20,600    15,035     (5,565)

14 Mile/Lahser meter station:
Labor and supervision 10,500    8,912   (1,588)    
Utilities 600    205 (395)  
Maintenance of equipment 4,000 88  (3,912)    

Total 14 Mile/Lahser meter station 15,100    9,205   (5,895)    

Quarton/Chesterfield meter station:
Labor and supervision 10,500    8,912   (1,588)    
Utilities 600    359 (241)  
Maintenance of equipment 2,500 924 (1,576)    

Total Quarton/Chesterfield meter station 13,600    10,195     (3,405)    

Bloomfield meter station -
Labor and supervision 5,500  4,429   (1,071)    

Bloomfield township meter station:
Labor and supervision 5,500  4,429   (1,071)    
Maintenance of equipment 2,000 89  (1,911)    

Total Bloomfield meter station 7,500  4,518   (2,982)    

14 Mile tank and pump station:
Labor and supervision 28,150    23,165     (4,985)    
Utilities 13,000    8,397   (4,603)    
Maintenance of equipment 4,000  7,648   3,648     
Maintenance of building 1,000  1,074   74     
Maintenance of property and grounds 3,000  2,635   (365)  
Maintenance of reservoir 2,000  - (2,000)
Maintenance of tanks 4,000 30  (3,970)    

Total 14 Mile tank and pump station 55,150    42,949     (12,201)  
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Southeastern Oakland County Water Authority 

Other Supplemental Information 
Schedule of Budget Operating Expenses Analysis (Continued) 

Year Ended June 30, 2021 

Budget Actual

(Under) Over 

Budget

Samoset tank operations:
Labor and supervision 11,100$     8,882$    (2,218)$     
Utilities 1,550  1,195   (355)    
Maintenance of equipment 2,000  132   (1,868)   
Maintenance of building 1,000  - (1,000) 
Maintenance of property and grounds 1,000  - (1,000) 
Maintenance of reservoir 1,000  1,659  659  

Total Samoset tank operations 17,650   11,868    (5,782)   

Buchanan pump station:
Labor and supervision 11,100   8,937   (2,163)   
Utilities 2,000  1,351   (649)    
Maintenance of equipment 2,000  1,485   (515)    
Maintenance of building 1,000  - (1,000) 
Maintenance of property and grounds 500  30  (470)    
Maintenance of reservoir 1,000  - (1,000) 

Total Buchanan pump station 17,600   11,803    (5,797) 

Administrative and general:

Labor and supervision 189,000   248,802  59,802  
Administrative and office 48,000   45,277    (2,723)   
Personnel improvement 5,000  4,242   (758)    
Travel and conferences 5,000  165   (4,835)   
Telephone - Office 4,000  2,800   (1,200)   
Legal 7,000  5,180   (1,820)   
Audit 18,700   18,700    -    
Social Security 66,000   71,775    5,775  
Retirement plan 102,000   81,211    (20,789) 
General insurance 35,000   22,813    (12,187) 
Group insurance 250,000   246,489  (3,511)   
Workers' compensation 15,000   17,010    2,010  
Life insurance 3,000  3,109   109  
Retiree healthcare funding -  -   -    
Consulting 31,000   49,625    18,625  
Miscellaneous expense 5,000  4,809   (191)    

Total administrative and general 783,700   822,007  38,307 

Total operating expenses, excluding depreciation 25,907,550$      25,727,927$    (183,023)$    
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Southeastern Oakland County Water Authority 

Other Supplemental Information 
Schedule of Accounts Receivable and Analysis of Charges 

Year Ended June 30, 2021 

Accounts Amount Due at Accounts
Receivable Beginning Receivable
 Balance Water Lead Service Total of Year Balance
June 30, Consumption Line Water Plus Billing June 30,

2020 (1M Cubic Feet) Replacement Charges For Year Total Paid 2021

Member municipalities:
Berkley 84,675$      47,488   - 835,150$    919,825$      845,080$      74,745$      
Beverly Hills 91,830    41,910   4,025   725,888    821,743   745,877    75,866    
Bingham Farms 26,431    10,776   - 187,927 214,358   191,156    23,202    
Birmingham 248,028   117,934   572,749   2,054,651  2,875,428    2,652,436   222,992   
Clawson 51,852    35,640   - 627,280 679,132   617,389    61,743    
Ferndale -    -  774,620   - 774,620 412,293    362,327   
Huntington Woods 82,900    23,503   - 409,737 492,637 450,872    41,765    
Lathrup Village 37,342    22,691   - 394,896 432,238 397,183    35,055    
Pleasant Ridge 26,805    11,361   52,893   198,061 277,759 256,587    21,172    
Royal Oak 442,506   229,118   288,399   4,008,873  4,739,778    4,178,716   561,062   
Southfield 713,325   417,414   - 7,278,048  7,991,373    7,300,976   690,397   
Rackham 7,844    1,524   - 27,275 35,119   31,552  3,567    
Detroit Zoo 26,293    15,007   - 257,293 283,586   257,019    26,567    

Total member municipalities 1,839,831   974,366   1,692,686  17,005,079   20,537,596  18,337,136   2,200,460   

Bloomfield Hills 242,948   62,985   - 1,916,511  2,159,459    1,924,785   234,674   
Bloomfield Township 1,074,697   263,189   - 7,990,118  9,064,815    8,167,998   896,817   

Total 3,157,476$       1,300,540   1,692,686  26,911,708$     31,761,870$     28,429,919$     3,331,951$     
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Southeastern Oakland County Water Authority 

Other Supplemental Information 
Schedule of Working Capital Analysis 

2021 2020

Total current assets 12,043,347$       9,924,807$    
Less current liabilities 6,919,965         6,055,969  

Total working capital 5,123,382$  3,868,838$    

Annual operating expenses, excluding depreciation 25,727,927$       24,836,258$   

Percentage of working capital to
annual operating expense 19.91% 15.58%

 June 30 
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