MDC

The Metropolitan District
water supply -environmental services - geographic information
I:I rri BOARD OF FINANCE

SPECIAL MEETING
MONDAY, JULY 20, 2020
4:00 PM

IN ACCORDANCE WITH GOVERNOR LAMONT’S EXECUTIVE ORDER #7B
THIS MEETING WILL INCLUDE TELEPHONIC ATTENDANCE

Dial in #: (415)-655-0001; Access Code: 3558094 7#

The general public is welcome to call into the meeting. Everyone present on the conference
call should mute their phone to limit background noise.

Location Commissioners Citizen Members
g(i)séi:(ijci2 (I)-I(ier;dquarte rs Adil Aberasturia
. rr Angel
555 Main Street, Hartford g:JBe(IaI); (Ex-Officio) Ge?']ii:)e
Hoffman ( VC) King-Corbin
Salemi (C)
Quorum: 5

1. CALL TO ORDER

2. PUBLIC COMMENTS RELATIVE TO AGENDA ITEMS

3. APPROVAL OF MEETING MINUTES OF JUNE 23, 2020

4. DISCUSSION RE: 2019 COMPREHENSIVE ANNUAL FINANCIAL REPORT %1

5. DISCUSSION RE: POOLED CASH REIMBURSEMENT FOR CLEAN WATER PROJECT EXPENSES
6. DISCUSSION RE: PENSION REIMBURSEMENT %1

7. OPPORTUNITY FOR GENERAL PUBLIC COMMENTS

8. COMMISSIONER COMMENTS & QUESTIONS

9. ADJOURNMENT



#4 DISCUSSION RE: 2019 COMPREHENSIVE
ANNUAL FINANCIAL REPORT




The Metropolitan District

Audit Presentation

For the year ended December 31, 2019 /
blum 24 7%
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» Engagement Scope and Reporting

» Financial Highlights and Audit Results

— CAFR
— Federal Single Audit
— Management Advisory Letter

» Required Communications

» Upcoming GASB Pronouncements

blumshapiro



Engagement Scope and Reporting

» Responsibilities - Management

— Preparation and fair presentation of the Financial Statements in accordance with
US GAAP,

— Design, implementation and maintenance of internal control so that financial
statements that are free from material misstatement whether due to error or
fraud.

» Responsiblilities - Auditor

— Express opinions on the Financial Statements based on our audit,

— Plan and perform our audit to provide reasonable assurance about whether the
Financial Statements are free of material misstatement.

3 blumshapiro



Engagement Scope and Reporting

» FInancial Statements

— Opinion on governmental activities, the business-type activities, each major fund and
the aggregate remaining fund information under auditing standards generally
accepted in the United States of America and standards applicable to financial audits
contained in Government Auditing Standards issued by the comptroller general of the
United States.

» Federal Single Audit

— Uniform Guidance — Part 200 Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards

4 blumshapiro



Financial Highlights and Audit ReSU!...E:_.S?}

CAFR Audit Results

» Unmodified (“clean™) opinion expressed on the basic
financial statements

» No significant deficiencies or material weaknesses
reported in internal control over financial reporting.

5 blumshapiro



Financial
Highlights

Government Wide

Financial Statements

Current and other assets

Capital assets, net of
accumulated depreciation
Total assets

Deferred outflows of resources

Current liabilities
Long-term liabilities
outstanding

Total liabilities

Deferred inflows of resources

Net Position:
Net investment in
capital assets
Restricted
Unrestricted

Total Net Position

2019 2018
Business- Business-
Governmental Type Governmental Type
Activities Activities Total Activities Activities Total

$ 154,142,887 $ 79,608,216 $ 233,751,103 $ 170,617,171 $ 75,117,729 $ 245,734,900
1,905,798,421 608,196,939 2,513,995,360 1,814,591,656 599,920,958 2,414,512,614
2,059,941,308 687,805,155 2,747,746,463 1,985,208,827 675,038,687 2,660,247,514
34,709,913 46,713,175 81,423,088 15,928,969 21,130,296 37,059,265
28,143,066 7,448,060 35,591,126 46,464,713 15,896,106 62,360,819
1,293,425,040 612,291,938 1,905,716,978 1,235,900,679 539,155,681 1,775,056,360
1,321,568,106 619,739,998 1,941,308,104 1,282,365,392 555,051,787 1,837,417,179
18,240,321 24,474,889 42,715,210 18,127,726 25,099,080 43,226,806
809,558,713 272,553,110 1,082,111,823 738,962,237 284,768,635 1,023,730,872
2,744,874 2,744,874 521,274 521,274
(57,460,793) (182,249,667) (239,710,460) (38,838,833) (168,750,519) (207,589,352)
$ 754,842,794 $ 90,303,443 $ 845,146,237 $ 700,644,678 $___116,018,116_$ 816,662,794

blumshapiro



Financial
Highlights

Business- Business-
. Governmental Type Governmental Type
G Ove rn m e nt Wl d e Activities Activities Total Activities Activities Total
Revenues:
Program revenues:
FI nanCI aI Stateme nts Charges for services $ 86,222,994 $ 92,873,907 $ 179,096,901 $ 73,018,310 $ 79,715,461 $ 152,733,771
Capital grants and
contributions 53,379,335 4,949,099 58,328,434 49,836,293 17,337,818 67,174,111
General revenues:
Sewer taxation - member municipalities 48,153,100 48,153,100 45,004,000 45,004,000
Unrestricted investment
earnings 3,573,305 270,730 3,844,035 3,060,821 236,085 3,296,906
Miscellaneous income 3,466,043 3,466,043 5,501,247 5,501,247
Total revenues 194,794,777 98,093,736 292,888,513 176,420,671 97,289,364 273,710,035
Expenses:
General government 22,503,242 22,503,242 3,478,751 3,478,751
Operations 32,724,856 32,724,856 11,612,676 11,612,676
Plants and maintenance 71,412,175 71,412,175 32,932,419 32,932,419
Interest on long-term debt 28,064,892 28,064,892 30,746,675 30,746,675
Water 107,583,098 107,583,098 124,328,800 124,328,800
Hydroelectricity 2,116,807 2,116,807 247,281 247,281
Total expenses 154,705,165 109,699,905 264,405,070 78,770,521 124,576,081 203,346,602
Excess of Revenues
over Expenditures before Transfers 40,089,612 (11,606,169) 28,483,443 97,650,150 (27,286,717) 70,363,433
Transfers 14,108,504 (14,108,504) - 12,366,415 (12,366,415) -
Net Change in Net Position 54,198,116 (25,714,673) 28,483,443 110,016,565 (39,653,132) 70,363,433
Net Position at Beginning of Year 700,644,678 116,018,116 816,662,794 590,628,113 155,671,248 746,299,361
Net Position at End of Year $____754.842.794 $ 90.303.443 $_845.146.237 $ 700.644.678 $ 116.018.116 $_816.662.794

blumshapiro




Financial
Highlights

Pension and

OPEB

Financial Statements

Additions:
Contributions:
Employer
Plan members
Reimbursements
Total contributions

Investment earnings:
Net change in fair value of investments
Interest and dividends
Total investment earnings (loss)
Less investment expenses:
Investment management fees
Net investment earnings (loss)

Total additions (reductions)
Deductions:
Benefits
Administrative expense
Total deductions
Change in Net Position

Net Position at Beginning of Year

Net Position at End of Year

Pension
Trust Fund

OPEB
Trust Fund Total

$ 5,688,000 $

9,146,000 $ 14,834,000

2,430,709 1,155,677 3,586,386
179,878 179,878

8,118,709 10,481,555 18,600,264
32,738,951 32,738,951
3,599,903 3,599,903
36,338,854 - 36,338,854
1,045,322 1,045,322
35,293,532 - 35,293,532
43,412,241 10,481,555 53,893,796
18,226,458 6,341,967 24,568,425
103,926 5,589 109,515
18,330,384 6,347,556 24,677,940
25,081,857 4,133,999 29,215,856
201,704,484 (600,396) 201,104,088

$_226,786.341 $

3,533,603 $_230,319,944

blumshapiro



Single Audits

Federal Single Audit
» Federal awards expended — $73,150,079
» Programs tested

» Capitalization Grants for Clean Water State Revolving Funds
» Unmodified “clean” opinion on compliance

» No material weakness identified on major programs

9 blumshapiro



Management Advisory Letter

» Current Year Comments:
— Strengthening Internal Controls

— Financial statement close process - capital contributions and negative capital
outlay

» Prior Year Comments in Progress:

— Fraud Risk Assessment

10 blumshapiro



Required Auditor Communication

» Significant Accounting policies described in Note 1 in the CAFR
» New Standards Adopted:

— None

» Significant Estimates

— Capital Assets estimated useful lives

— Allowance for uncollectible receivables — sewer use, water billings
— Net Pension Liability

— Net OPEB Liability

— Allocation of Pension and OPEB Liabilities

— Estimates of claims incurred but not reported

1 blumshapiro



Required Auditor Communication

» No difficulties encountered in performing the audit
» No disagreements with management

» Uncorrected misstatement - none

» NO Independence issues

» Management did not consult with other accountants

12 blumshapiro



Upcoming GASB Standards

13

Implementation Year - 2020

Statement 83 — Certain Asset Retirement Obligations

Statement 84 — Fiduciary Activities

Statement 88 — Certain Disclosures related to Debt, including Direct Borrowings and Direct Placements
Statement 90 - Majority Equity Interests

Statement 92 — Omnibus 2020

Implementation Year - 2021

Statement 89 — Accounting for Interest Cost Before the End of a Construction Period

Implementation Year — 2022

Statement 87 — Leases
Statement 92 — Omnibus 2020
Statement 93 — Replacement of Interbank Offered Rates

Statement 97 — Certain Component Unit Criteria and Accounting and Financial Reporting for IRS Section 457 Deferred Compensation Plans

Implementation Year 2023

Statement 91 — Conduit Debt Obligations
Statement 94 — Public-Private and Public-Public partnerships and Availability Payment Arrangements

Statement 96 — Subscription-Based Information Technology Arrangements

blumshapiro



Contact
Information

Vanessa Rossitto

Jessica Aniskoff
Audit Partner

Audit Manager

blumShapiro blumShapiro
>4 vrossitto@blumshapiro.com >< janiskoff@blumshapiro.com
% (860) 561-6824 % (860) 570-6451
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#6 DISCUSSION RE: PENSION REIMBURSEMENT




From: Becky Sielman

To: Martin, Chris

Cc: Yelena Pelletier; Mirtle, John

Subject: Expenses related to Glastonbury Land
Date: Friday, July 17, 2020 12:05:15 PM
Attachments: MDC071720AnalysisADCNolLandExpense.pdf
Chris -

As PP&I requested, we aggregated the expenses that were paid out of the pension trust in relation
to the Glastonbury land parcel in 2015-2018. We used two methods to determine an accumulated
value as of June 30, 2020:

e Method 1 —using a fixed interest rate of 3% per year

e Method 2 — using the actual annual returns on the plan’s assets — for 2015-2019 we used the
returns as measured for our annual valuations; for 2020 YTD we used an estimated return of
-3.1% that was provided by David Lee

As of June 30, 2020, the total value of the land expenses with interest is $1,563,105 under Method 1
and $1,780,426 under Method 2.

PP&I also requested that we look retrospectively at what the Actuarially Determined Contributions
would have been each year had the expenses related to the Glastonbury land parcel not been paid
out of plan assets. For each year from 2015 through 2019 we calculated what the Market Value of
Assets and return on assets would have been, which in turn modified what the Actuarial Value of
Assets would have been, which flowed to the plan’s funded ratio, and finally to the Actuarially
Determined Contribution. The attached exhibit shows the results of our analysis. The top section
shows the actual historical results and the bottom section is the hypothetical “no land expenses”
scenario.

Please let us know if you would like to discuss these results or have any questions.

If the attached exhibit is distributed, it must be distributed with a copy of this email in its
entirety.

Becky

It is certain that actual experience will not conform exactly to the assumptions used in this analysis. To the extent future
experience deviates from those assumptions, the results of this analysis could vary from the results presented here. Future
actuarial measurements may differ significantly from the current measurements presented in this report due to such factors
as the following: plan experience differing from that anticipated by the economic or demographic assumptions, changes in
economic or demographic assumptions, increases or decreases expected as part of the natural operation of the methodology
used for these measurements (such as the end of an amortization period or additional cost or contribution requirements
based on the plan’s funded status), and changes in plan provisions or applicable law. Due to the limited scope of our
assignment, we did not perform an analysis of the potential range of such future measurements.

We performed a limited review of the data used directly in our analysis for reasonableness and consistency and have not
found material defects in the data. If there are material defects in the data, it is possible that they would be uncovered by a


mailto:becky.sielman@milliman.com
mailto:Cmartin@themdc.com
mailto:Yelena.Pelletier@milliman.com
mailto:JMirtle@themdc.com

Retirement Plan For Employees Of The Metropolitan District

Actual Historical Results

2016 2017 2018 2019
Rate of Return for prior year 1.59% 7.53% 13.82% -4.26%
Market Value of Assets on 1/1 $194,378,000  $201,456,000 $219,921,000  $201,704,000
Actuarial Value of Assets on 1/1 192,841,000 202,955,000 213,692,000 215,776,000
Funded Ratio on 1/1 78.1% 80.4% 80.6% 77.2%
Actuarially Determined Contribution (ADC) $6,361,000 $5,376,000 $5,647,000 $6,756,000
Hypothetical "No Land Expenses" Scenario
No land-related expenses paid out of plan assets

2016 2017 2018 2019
Rate of Return for prior year 1.82% 7.88% 13.83% -4.20%
Market Value of Assets on 1/1 $194,823,000  $202,597,000  $221,237,000  $203,089,000
Actuarial Value of Assets on 1/1 193,009,000 203,283,000 214,346,000 216,773,000
Funded Ratio on 1/1 78.1% 80.5% 80.9% 77.6%
Actuarially Determined Contribution (ADC) $6,348,000 $5,355,000 $5,602,000 $6,687,000
Change in Funded Ratio (Compared to Actual) 0.0% 0.1% 0.3% 0.4%
Change in ADC (Compared to Actual) ($13,000) ($21,000) ($45,000) ($69,000)

This work product was prepared solely for the MDC for the purposes described herein and may not be appropriate to use for other purposes. Milliman
does not intend to benefit and assumes no duty or liability to other parties who receive this work. Milliman recommends that third parties be aided by
their own actuary or other qualified professional when reviewing the Milliman work product.

This exhibit should only be distributed with a copy of the accompanying email dated 07/17/2020 in its entirety.
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