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Attached is our budget analysis regarding your authority’s budget for the upcoming 2019-2020

Fiscal Year.,

Please be prepared to respond to the issues/questions raised in our analysis during your
scheduled hearing on Monday, March 18 at 10 a.m. We would then appreciate a written
response to the issues/questions at your earliest convenience subsequent to your budget hearing.
Please forward a copy of your responses to the Councilmembers and the City Clerk’s Office.

Please contact us if you have any questions regarding our budget analysis.

Thank you for your cooperation in this matter.

Attachments

cc: Councilmembers

Auditor General’s Office

David Massaron, Chief Financial Officer
Tanya Stoudemire, Budget Director
Stephanie Washington, Mayor’s Office
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Greater Detroit Resource Recovery Authority

FY 2019-2020 Budget Analysis by the Legislative Policy Division

Issues and Questions

1. Provide Council with a description of the activity that GDRRA conducts, including what
services GDRRA purchases from whom, and what services GDRRA provides and who is
charged for the services.

2. Attached is a flowchart of contractual relationships that existed in 2010 with GDRRA and
other entities. Is there an updated version of this? How much of this is still accurate?

3. Please provide a copy of the GDRRA budget approved by the GDRRA board.

4. On page 8 of the attached financials for June 30, 2018, GDDRA shows an unrestricted net

position or surplus of $4.2 million. Is this surplus considered when determining the tipping
fee for DPW in this proposed budget?

5. Why on page 9 of the financials, does it indicate that the tipping fee revenue collected was
closer to $9 million? Doesn’t the city have a budget of closer to $10.4 million? Did we have
less trash than projected? Or did the prices change for hauling?

6. Provide a complete fee schedule for charges of service charged to GDRRA and that GDRRA
charges.

7. How does GDRRA monitor/audit the costs being charged by the operator of the facility for
services? How is the quantity of waste processed for the city determined and verified?

8. In 2010, Recycling materials were able to be dropped off and sold directly to processors.
What is currently happening with dropped off recycling and what is done with the recycling
picked up throughout the neighborhoods.

9. Is GDRRA currently meeting environmental impact standards? Please provide a copy of the
latest report showing GDRRA’s compliance with EPA standards.
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UHY
Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Greater Detroit Resource Recovery Authority

We have audited the accompanying financial statements of Greater Detroit Resource
Recovery Authority (the “Authority”), a component unit of the City of Detroit, which
comprise the statements of net position as of June 30, 2018 and 2017, and the statements
of revenues, expenses and change in net position and cash flows for the years then ended
and the related notes to the financial statements.

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 Responsibhility

Qur responsibility is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and perform the
audit to 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 opinion.

A member of UHY Inlernational,
a network of independent accounting and consulting firms



To the Board of Directors
Greater Detroit Resource Recovery Authority
Page Two

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Greater Detroit Resource Recovery Authority as of June
30, 2018 and 2017, and the changes in financial position and cash flows thereof for the
years then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters — Required Supplemental Information

Accounting principles generally accepted in the Unites States of America require that the
management's discussion and analysis schedules on pages 3-7 be presented to
supplement the basic financial statements. Such information although not a part of the
basic financial statements, is required by the Government Accounting Standards Board,
who 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 accounting 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 statement, 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 assurance.

L(/y Lep

Farmington Hills, Michigan
October 1, 2018
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2018

The Management of Greater Detroit Resource Recovery Authority, (the “Authority”),
provides this narrative overview and analysis of the financial activities of the Authority for
the fiscal year ended June 30, 2018 for the benefit of the readers of these financial
statements. This management discussion and analysis is intended to assist the reader in
focusing on significant financial issues, provide an overview of the Authority’s financial
activity, identify changes in the Authority's financial position and its ability to address future
decisions. The basic 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
Authority encourages the reader to consider the information presented here in conjunction
with the financial statements and notes taken as a whole.

The Authority is a component unit of the City of Detroit and provides efficient disposal of
municipal solid waste.

GASB Statement on Basic Financial Statements

GASB Statement on Basic Financial Statemenis — Management Discussion and Analysis
for State and Local Governments establishes standards for external financial reporting for
state and local governments. The Authority classifies its resources for accounting and
reporting purposes into the following three net position categories as defined by GASB.

Net Investment in capital assets which consist of capital assets, net of accumulated
depreciation, deferred outflows of resources and reduced by the outstanding balances
of bonds, mortgages, notes or other borrowings, and deferred inflows of resources that
are attributable to the acquisition, construction, or improvement of those assets. The
Authority has no significant unspent related debt proceeds or deferred inflow of
resources as of June 30, 2018.

Restricted net position which results when constraints placed on net position use
are either externally imposed by creditors, grantors, contributors, laws or regulations
of other governments or imposed by law through constitutional provision or enabling
legislation.

Unrestricted net position which consists of assets, deferred outflows of resources,
liabilities and deferred inflows of resources which do not meet the definition of the two
proceeding categories. In the governmental environment, resources are often
assigned or committed to specific purposes, indicating that those amounts are not
considered o be available for general operations. In contrast to restricted amounts,
these types of constraints on resources are internal and can be removed or modified.
The Authority’s unrestricted net position has constraints on resources which are
imposed by the board of directors.

Page 3



GREATER DETROIT RESOURCE RECOVERY AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS

June 30, 2018

The Summary of Net Position presents information regarding all assets and liabilities, with
the difference between the two reported as net position. Over time, increases or decreases
in net position may serve as a useful indicator of whether the financial position of the
Authority is improving or deteriorating. Net position increases when revenues exceed

expenses.

The Summary of Revenues, Expenses, and Changes in Net Position presents information
showing how net position changed during the fiscal year. The Summary of Cash Flows
provides additional information about the Authority's financial results, by reporting the

maijor sources and uses of cash.
Overview of Financial Information
Summary of Net Positions
ASSETS

Current assets, unrestricted

Cash with escrow agent, restricted

Capital assets, net

Total assets

LIABILITIES
Current liabilities

NET POSITIONS
Invested in capital assets
Net position, restricted
Net position, unrestricted
Total net positions

Total liabilities and net positions

2018 2017 2016
5291740 $ 4541540 § 4,808,795
3,138,511 3,610,511 4,104,156
18,698,692 19,865,279 21,031,866
27,128,943  § 28,017,330 § 29,944,817
1,049761 $ 972595 § 1,766,613
18,698,692 19,865,279 21,031,866
3,138,511 3,610,511 4,104,156
4,241,979 3,568,945 3,042,182
26,079,182 27,044,735 28,178,204
27,128,943  $ 28,017,330 § 29,944.817

Page 4



GREATER DETROIT RESOURCE RECOVERY AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2018

The largest portion of the increase in current assets between 2018 and 2017 reflects the
release of funds previously held as escrow deposits in adherence to the Energy Purchase
agreement between DTE and the Authority. Between 2017 and 2016 the decrease reflects
reduced Tipping Fees requested from the City of Detroit at the fiscal year ending June 30,
2017. The decrease in Capital Assets in 2018-2017, and 2017-2016, respectively, reflects
the scheduled depreciation of the remaining capital assets - Steamline and Southfield
Transfer Station Refurbishment, which remain in the Authority's asset pool after the
Authority's option to repurchase the facility was not exercised prior to it's expiration in
2009.

The current liability for 2018 is completely comprised of Accounts Payable. There is no
balance Due to the City of Detroit at June 30, 2018 and 2017, respectively.

Net position exceeded liabilities by $26,079,182 and $27,044,735 at the end of fiscal years
2018 and 2017, respectively. The change represents a decrease of $965,553 and
$1,133,469 at the end of fiscal years 2018 and 2017, respectively, mainly due to unfunded
depreciation charges.

Summary of Revenue, Expenses, and

Changes in Net Positions 2018 2017 2016
Total operating revenues $ 9681296 § 9,563,405 § 9,826,047
Total nonoperating income (expense) 60,132 8,805 13,678
Total operating expenses (10,706,981) (10,705,679) (10,887,635)
Decrease in net position $ (965,553) §(1.133,469) $ (1,047,910

The net increase in operating revenue of $117,891 during 2018 was primarily due to
revenue received from recovered materials recycling and grants from the State of
Michigan for scrap tire removal and disposal. The net decrease of $262,642 during 2017
was primarily due to the reduced Tipping fees requested, compared {o 2016 which
included additional requests for repairs and maintenance related to upgrades in the
Southfield Transfer Station infrastructure.

The net increase in nonoperating income of $51,328 during 2018 is primarily due to the
increase in interest earned on current investments. The net decrease in nonoperating
income of $4,873 during 2017 is primarily due to the decrease in interest earned on current
investments. The net Increase of $512,412 during 2016 was primarily due to the increase
in interest earned on current investments.

Page §



GREATER DETROIT RESOURCE RECOVERY AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2018

The net increase in operating expenses of $1,303 in 2018 compared to 2017 is
insignificant, and the decrease in operating expenses of $181,958 in 2017 compared to
2016 was primarily due to the increase costs related to repairs and maintenance of the
Southfield Transfer Station during 2016.

Summary of Cash Flows 2018 2017 2016
Net cash provided by (used in) operating

activities $ 166083 & 62,548 $ (1,059,559)
Net cash provided by (used in) investing activities {165,719) (4,164,674) 3,444,956
Net increase (decrease) in cash and cash equivalents 3 364 $(4,102,126) $ 2,385,397

Net cash received in operating activities increased by $103,535 in 2018 primarily due to
the receipt of revenues from recovered materials recycling and grants received from the
State of Michigan for scrap tire removal and disposal. Net cash used in operating activities
increased by $1,122,107 in 2017 primarily due to the timely receipt of tipping fees for
payment of 2016-2017 expenses. All debt related cbligations were satisfied in 2009 and
net cash provided by capital and related financing activities show no additions to capital
assets during 2017-2018 and 2016-2017, respectively. Net cash flows from investing
activities increased by $3,998,956 in 2018, due to maturity of investments at June 30,
2018. Net cash flows from investing activities decreased by $7,609,630 in 2017, due to
the purchase of short term investment.

Commitment
Strategic Planning Process

In March 2008, the Authority approved contracts with HDR Consulting Engineers and
Gershman, Brickner and Batton, Inc. to begin the process of identifying the parameters
necessary to prepare a request for proposal (RFP) for facility operations and the hauling
and disposal of municipal solid waste.

In March 2009, the Authority amended the hauling and disposal RFP to include services
related to the hauling, processing and disposal of bulky waste collected by the City of
Detroit. The Authority received RFPs from 5 entities for the hauling and disposal of bulky
waste, and chose Capital Waste, a Detroit based business and the lowest bid contractor,
for the period beginning July 1, 2008 through June 30, 2010, on a month to month basis.
As on July 1, 2010 Capital Waste was replaced by Stansley Industries and J.Fons
Company, both Detroit bases businesses, as the lowest bid contractors for the hauling
and disposal of municipal solid waste, and these contracts continued on a month to month
basis until June 30, 2015. The Authority had commitments from all vendors to extend their
contracts through June 30, 2016. The Authority and its vendors have operated on a month
to month basis under the terms of the June 30, 2016 agreements through June 30, 2018
and has requested Miller Canfield prepare a resolution for board approval that would allow
the Director to negotiate contracts on a month to month basis through October 1, 2021,
the current term of the Authority’s contract with the City of Detroit. The Authority has
scheduled a tentative board meeting for November 15, 2018 to ratify the resolution and

Page 6



GREATER DETROIT RESOURCE RECOVERY AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2018

introduce discussions for the hauling, processing and disposal of municipal solid waste for
the City of Detroit at the expiration of the current contract term.

Request for Information

This financial report is designed to provide a general overview of the Authority's finances.
Questions concerning any information provided in this report or request for additiona!

information should be addressed to the Director, Greater Detroit Resources Recovery
Authority, 5700 Russell Street, Administration Building, and Detroit, MI 48211-2545
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY

STATEMENTS OF NET POSITION

ASSETS

CURRENT ASSETS
Cash and cash equivalents - unrestricted

Investments - unrestricted
Investments - restricted

Total investments
Accounts receivable, net
Total current assels

CAPITAL ASSETS, net

Office equipment, net of accumulated depreciation of
$886,760 and $875,810 at June 30, 2018 and 2017,
respectively

Steamline, net of accumulated depreciation of $25,904,762
and $24,933,333 at June 30, 2018 and 2017, respectively

Southfield Transfer Station and MRS System, net of
accumulated depreciation of $1,964,880 and
$1,780,672 at June 30, 20186 and 2017, respectively

Land

Total capital assets
Total assets
LIABILITIES AND NET POSITION
LIABILITIES
Accounts payable
Unearned sublease rental income
Total liabilities
NET POSITION
Invested in capilal assels
Restricted net position
Unrestricted net position

Total net position

Total liabilities and net position

See notes to financial statements.

June 30,
2018 2017
3 2758 § 2,394
4,280,763 3,582,911
3,138,511 3.610,511
7,419,274 7.193 422
1,008,219 956,235
8,430,251 8,152,051
10,951 21,901
8,095,238 0,066,667
1,719,269 1,903,477
8,873,234 8,873,234
18,698,692 19,865,279
$ 27,128,943 § 28,017,330
$ 1034761 $ 957,595
15,000 15,000
1,049,761 972,595
18,698,692 19,865,279
3,138,511 3,610,511
4,241,979 3,568,945
26,079,182 27,044,735
$ 27128943 § 28,017,330
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
STATEMENTS OF REVENUES, EXPENSES AND CHANGE IN NET POSITION

OPERATING REVENUES
Tipping fees
Other
Total operating revenues
OPERATING EXPENSES
Facility operations
Waste disposal costs
Depreciation
General and administrative expenses
Total operating expenses
Qperating loss

NONOPERATING INCOME (EXPENSES)
Earnings on investments

Change in net position
Net Position - Beginning of year

Net Position - End of year

See notes to financial statements.

For the fiscal years ended
June 30,

2018 2017

$ 9,502,429 $ 9,509,730

178,867 53,675
9,681,296 9,563,405
3,959,357 5,163,463
5,487,074 4,293,109
1,166,587 1,166,587

93,963 82,520

10,706,981 10,705,679

(1,025,685)  (1,142,274)

60,132 8.805

(965,553) (1,133.469)

27,044,735 28,178,204

$ 26,079,182 § 27,044,735
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
STATEMENTS OF CASH FLOWS

For the fiscal years ended

June 30,
2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from City of Detroit and customers $ 9,601,413 § 10,395,656
Payments to suppliers (9,435,330) (10,333,108)
Net cash provided by operating activities 166,083 62,548
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investment securities (4,947 177) {14,175,288)
Sales of investment securities 4,721,327 10,001,809
Interest received from investment securities 60,131 8,805
Net cash (used in) investing activities (165,719) (4,164,674)
NET CHANGE [N CASH AND CASH EQUIVALENTS 364 {4,102,1286)
Cash and cash equivalents, beginning 2,394 4,104,520
Cash and cash equivalents, ending $ 2758 % 2,394

RECONCILIATION OF OPERATING INCOME TO
NET CASH USED BY OPERATING ACTIVITIES
Change in net position § (1,025685) $ (1,142,274)
Adjustments to reconcile change in net position
to net cash used in operating activities

Depreciation 1,166,587 1,166,587
Decrease in accounts receivable {51,984) 832,251
{Decrease) increase in accounts payable 77,165 (794,016)
Net cash provided by operating activities $ 166,083 § 62,548

See notes to financial statements. Page 10



GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 1 - NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

The Greater Detroit Resource Recovery Authority (the “Authority”), created August 1984,
is & component unit of the City of Detroit, established by the Cities of Detroit and Highland
Park, Michigan, under Act No. 179, Michigan Public Acts 1947, as amended. The Authority
was established for the acquisition, construction, and operation of a waste-to-energy
facility. The following is a summary of the significant accounting polices followed by the
Authority (an enterprise fund of the City of Detroit):

Basis of Accounting

The financial statements have been prepared on the accrual basis of accounting. The
Authority reports as a Business Type Activity, as defined by Governmental Accounting
Standards Board (“GASB”"). Business Type Activities are those that are financed in whole
or in part by fees charged to external parties for goods or services. In preparing the
financial statements, the Authority has applied all Financial Accounting Standards Board
statements and Interpretations issued after November 30, 1989, except those that conflict
or contradict GASB pronouncements.

Operating Revenues

The majority of the Authority’s revenues consist of tipping fees received from the City of
Detroit to be used for the hauling and disposal of municipal solid waste, the sale of
reclaimed metal extracted from the waste stream, pre, and post incineration, and revenues
received from positive returns on recycling commodities. The Authority currently has no
other significant revenue stream that would necessitate distinguishing tipping fees for any
purpose other than the hauling and disposal of the City of Detroit's municipal solid waste.

Operating Expenses

Consist of costs incurred related to the hauling and disposal of municipal solid waste.
Included are the costs associated with the transportation and disposal of municipal solid
waste, bulky material, yard waste, household, hazardous waste, recyclable materials, and
expenses incurred in the daily operations of the Authority.

Concentration of Credit Risk

The Authority from time to time during the year covered by these financial statements may
have bank balances in excess of its insured limits. Management has deemed this as a
normal business risk.

Bank Deposits and Investments

Cash and cash equivalents include cash on hand, demand deposits, and short-term

investments with a maturity of one year or less when acquired. Investments are stated at
fair value, based on quoted market prices.
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 1 — NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES
{Continued)

Accounts Receivable, Net

The Authority carries its accounts receivable at net realizable value less an allowance for
doubtful accounts. Management assesses the collectability of the accounts receivable
balances and estimates the portion, if any, of that balance that will not be collected.
Management has determined that as of June 30, 2018 and 2017, no allowance is deemed
necessary. Accounts receivable, net includes $1,008,219 and $956,235 for 2018 and
2017 respectively, due from the City of Detroit, a related party.

Capital Assets

Capital assets are recorded at historical cost and depreciated using the straight-line
method over the following useful lives:

Steamline 35 years

Southfield Transfer Station 20 years

Equipment 5 years
Net Position

Invested In Capital Assets, Net of Related Debt

Consist of capital assets, net of accumulated depreciation and reduced by outstanding
balances for bonds, notes, and other debt that are attributed to acquisition, construction,
or improvements to those assets.

Restricted Net Position

Amounts that are legally restricted by creditors, grantors, contributors, or imposed by law
through constitutional provisions or enabling legislation.

Unrestricted Net Position

Amounts which do not meet the definition of the two preceding categories. Unrestricted
net position often have constraints on resources which are imposed by management, but
can be removed or modified.

Revenue Recognition

Revenue is recognized when services are rendered or the underlying transactions have
occurred. Recovered material private hauler fees are recognized upon shipment.
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 1 - NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Use of Estimates

The preparation of financial statements in accordance 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 disclosures at
the dates of the financial statements and the reported amounts of revenues and expenses
during the reporting periods. Actual results could differ from those estimates.

Fair Value of Financial Instruments

The carrying amounts reported in the Statements of Net Position for cash and cash
equivalents, accounts receivable and accounts payable approximate fair value because
of the immediate or short-term maturity of these financial instruments.

The Authority accounts for the fair value of assets and liabilities in accordance with
Financial Accounting Standards Board Accounting Standards Codification ("ASC") 820-10
“Fair Value Measurements and Disclosures.” ASC 820-10 provides a consistent definition
of fair value that focuses on exit price and prioritizes, within a measurement of fair value,
the use of market-based inputs over company-specific inputs. A three-level valuation
hierarchy is used for fair value measurements. The three-level valuation hierarchy is
based upon observable and unobservable inputs. Observable inputs reflect market data
obtained from independent sources, while unobservable inputs reflect market
assumptions based on the best evidence available. These two types of inputs create the
following:

Level 1  Observable inputs that reflect quoted prices (unadjusted) for identical assets
or liabilities in active markets.

Level2  Quoted prices for similar instruments in active markets, quoted prices for
identical or similar instruments in markets that are not active and model-derived
valuations in which all observable inputs and significant value drivers are
observable in active markets.

Level 3  Model-derived valuations in which one or more significant inputs or significant

value drivers are unobservable, including assumptions developed by the
Authority.
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 1 — NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES
{Continued)

Fair Value of Financial Instruments (Continued)

For recognition purposes, on a recurring basis the Authority is required to measure
investments at fair value. The following table presents information about investments
recorded at fair value at:

June 30, 2018
Total Carrying Value in Quoted Prices in Active

the Statement of Net Markets for ldentical
Positions Assets (Level 1)
First American Goldman
Treasury Obligation Funds § 7419274 § 7,419,274
Total investments $ 7419274 % 7,419,274

June 30, 2017
Total Carrying Value in Quoted Prices in Active

the Statement of Net Markets for ldentical
Positions Assets (Level 1)
First American Goldman
Treasury Obligation Funds  § 7,193,422 § 7,193,422
Total investments $ 7193422 § 7,193,422

Reclassifications

Certain amounts in the prior-year financial statements have been reclassified for
comparative purposes to conform with the presentation in the current-year financial
statements.

Subsequent Events

The Authority has performed a review of events subsequent to the balance sheet date
through October 1, 2018, the date the financial statements were available to be issued.
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 2 — DEPOSITS AND INVESTMENTS

In accordance with Government Accounting Standards Board Statement on Accounting
and Financial Reporting for Certain Investments and for External Investment Pools,
investments with maturities of less than one year are stated at amortized cost, and
investments with maturities of greater than one year are stated at fair value (quoted market
price or management's best available estimate thereof). For purposes of reporting cash
flows, cash equivalents are investments with an original maturity of less than one month.
Investments with an original maturity of less than one year and greater than one month
when purchased are classified as investments, current, while those investments with
maturity greater than one year when purchased are classified as investments, noncurrent,
in the accompanying statements of net positions.

The following is a complete listing of the Authority’s deposits and investments held by a
trustee at:

June 30,
2018 2017
Deposits $ 2,758 $ 2,394
Investments 7,419,274 7,193,422
Total cash and investments $ 7422032 $ 7195816

The deposits and investments of the Authority at June 30, 2018 and 2017 are reflected in
the financial statements as follows:

June 30,
2018 2017

Unrestricted
Deposits 3 2,758 $ 2,394
Investments 4,280,763 3,582,911

Total cash and investments $ 4,283,521 $ 3,585,305
Restricted
Deposits $ 3,138,511 $ 3,610,511

State law authorizes the Authority to make deposits in the accounts of federally insured
financial institutions. Cash held by fiscal agents or by trustees is secured in accordance
with the requirements of the agency or trust agreement.
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 2 — DEPOSITS AND INVESTMENTS (Continued)

The Authority is authorized to invest in obligations of the U.S. government or its agencies,
certificates of deposit, savings and depository accounts of insured institutions, commercial
paper of certain investment quality, repurchase agreements, banker's acceptances,
mutual funds of certain investment quality, and investment pools as authorized by state
law.

The Authority’s cash and cash equivalents are governed by state statutes and the bond
ordinance and trust indenture authorizing the issuance of the revenue bonds. These state
statutes, the ordinance and indenture generally provide that the Authority is authorized to
invest in obligations of the U.S. government, the principal, and interest on which is fully
guaranteed, and certificates of deposit in financial institutions with equity capital of at least
$50,000,000 and bond rating of at least “A” and U.S. government repurchase agreements.
The state statutes, the ordinance and indenture further provide that the Authority’s monies
may be invested only in investments which mature not later than the respective dates
when the monies will be required for the purposes intended. Additionally, investments in
the Bond Fund may be invested only in governmental obligations bearing maturity dates
before the date of the next maturity of principal and interest.

June 30,
2018 2017
Cost Market Cost Market

Deposits $ 2758 $ 2,758 $ 2394 § 2,394

For deposits, cost approximates fair value because of the short maturity of these
instruments.

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 bank failure, the Authority's deposits
may not be returned by the bank. See Note 1 for disclosure.

Custodial Credit Risk of Investments
Custodial credit risk is the risk that in the event of failure of counterparty, the Authority will

not be able to recover the value of its investments or collateral securities that are
possession of an outside party.

Page 16



GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 2 — DEPOSITS AND INVESTMENTS (Continued)
Interest Rate Risk

Interest rate risk is the risk that, over time, the value of investments will decrease as a
result of a rise in interest rates. The Authority's investment policy does not specifically
restrict investment maturities other than commercial paper, which can only be purchased
with a maximum 270 day maturity. The Trustee's policy minimizes interest rate by
requiring that the Authority attempt to match its investments with anticipated cash flow
requirements. Unless related to a specific cash flow, the Authority generally does not
directly invest in securities maturing more than 10 years from the original date of purchase.

Investments Market Value 1 Year or Less

First American Goldman Treasury Obligation Funds § 7419274 § 7418274

$ 7419274 § 7419274

Credit Risk

The Authority’s investments are restricted by Act 84 of the Revenue Bond Act of 1833.
The Authority limits its investments in commercial paper, mutual funds and external
investment pools that purchase commercial paper to the top two rating classifications
issued by two nationally recognized statistical ratings organizations (NRSROs).

As of June 30, 2018 the Authority had the following investments and credit quality ratings
of debt securities.

Rating
Investments Value Rating Organization
First American Goldman
Treasury Obligation Funds $ 7419274 AAAmmMF Fitch
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 3 - ASSETS HELD BY THE TRUSTEE

The bond ordinance for the Resource Recovery Bonds, which provided for the acquisition
and construction of the waste-to-energy facility, required the proceeds of the bonds to
remain with the trustee in the construction costs and certain other cost are fully paid.

The bond indenture for the Economic Development Revenue Bonds, providing financing
for the construction and installation of certain pollution control equipment to the waste-to-
energy facility, required the proceeds of the bonds to remain with the trustee in the
Construction Fund and the Bond Fund during the construction period. This construction
Project was completed in April 1996.

The Trustee for the Authority maintained the following accounts:

June 30, 2018
Unrestricted Restricted "Earnings
Assets Assets {Deficit)

Resource Recovery Revenue
Bonds

Construction Fund

Cash $ - $ = $ -
Short-term investments in U.S.

government obligations - - -
Long-term investments in U.S.

government obligations - - -
Accrued interest receivable - -

Deficit - - (346,298,371)
$ - $ - $ (346,298,371)

Bond and interest redemption

fund

Cash $ - $ - $ -

Short-term investments in U.S.

government obligations = 2 -
Long-term investments in U.S.

government obligations - - g
Accrued interest receivable - = -
Surplus - - 373,858,238

$ - $ - $ 373.858.238
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 3 — ASSETS HELD BY THE TRUSTEE (Continued)

June 30, 2017
Unrestricted Restricted Earnings

Assets Assets (Deficit)

Resource Recovery Revenue
Bonds

Construction Fund
Cash $ - $ - $ S
Short-term investments in U.S.

government obligations - - -
Long-term investments in U.S.

government obligations - - -
Accrued interest receivable - =

Deficit - - (345,326,942)
$ - 3 - $ (345,326,942)

Bond and interest redemption

fund

Cash $ - $ - $ -

Short-term investments in U.S.

government obligations - - -

Long-term investments in U.S.

government obligations - - -

Accrued interest receivable - - -

Surplus - - 373,858,238
$ B $ = $ 373.858,2:11__
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 3 — ASSETS HELD BY THE TRUSTEE (Continued)

June 30, 2018
Unrestricted Restricted Earnings

Assets Assets {Deficit)

Resource Recovery Revenue
Bonds

Receiving and operation and
maintenance funds

Cash $ 2758 % - $ -
Short-term investments in U.S.

government obligations 4,280,763 3,138,511 -
Long-term investments in U.S.

government obligations - - -
Accrued interest receivable -
Accrued receivable, net 1,008,219 - -
Deficit - - (6,624,029)

$§ 5291740 $ 3138511 § (6,624,029)

June 30, 2017
Unrestricted Restricted Earnings

Assets Assets {Deficit)

Resource Recovery Revenue
Bonds

Receiving and operation and
maintenance funds

Cash $ 2394 % - $ -
Short-term investments in U.S.

government obligations 3,582,811 3,610,511 -
Long-term investments in U.S.

government obligations - - =
Accrued interest receivable -
Accrued receivable, net 956,235 - -
Deficit - - (6,629,905)

$ 4541540 §$ 3610511 % (6,629,905)
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS

June 30, 2018

NOTE 3 - ASSETS HELD BY THE TRUSTEE {Continued)

Receiving Fund

All revenues, except investment income, from various sources are deposited in the
Receiving Fund until the time of disbursement as provided for in the ordinance.

Operation and Maintenance Fund

Payments to cover the costs of operating the Authority pursuant to operating agreements
are made from this fund after the transfer of appropriate monies from the Receiving Fund.

Bond and Interest Redemption Fund

The bond indenture required the following accounts to be maintained with the Bond and
Interest Redemption Fund.

Authority Security Fund

Funds accumulated in this account, including the reserve requirement, were solely to pay
the principal of, and redemption price and interest on, the series of bonds upon maturity.

Construction Fund

After required deposits to the Bond and Interest Redemption Fund, remaining proceeds
and investment earnings on amounts accumulated in these funds were maintained in the
Construction Fund. Such proceeds were used to pay bond issuance costs and the cost of
construction and installation of the pollution control equipment.
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS

June 30, 2018

NOTE 3 - ASSETS HELD BY THE TRUSTEE (Continued)

At June 30, 2018, the Authority maintained retained earning balances in the following

general ledger accounts:

Economic Development
Revenue Bonds

June 30, 2018
Restricted

Assets

Unrestricted
Assets

Earnings
(Deficit)

Construction Fund

Cash

Short-term investments in
U.S. government obligations

Long-term investments in U.S.

government obligations
Accrued interest receivable
Surplus

Economic Development
Revenue Bonds

91,151,483

$ 91,151,483

June 30, 2017

Restricted
Assets

Unrestricted
Assets

Earnings
{Deficit)

Construction Fund

Cash

Short-term investments in
U.S. government obligations
Long-term investments in U.S.
government obligations
Accrued interest receivable
Surplus

91,151,483

3 = $ : $ 91,151,483
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 3 — ASSETS HELD BY THE TRUSTEE (Continued)
June 30, 2018

Unrestricted Restricted Earnings
Assets Assets {Deficit)

Economic Development
Revenue Bonds

Bond and interest
redemption fund

Cash $ - $ : 3 -
Short-term investments in

U.S. government obligations - - -
Long-term investments in U.S.

government obligations - - -
Accrued interest receivable - -

Surplus - - 8,255,794
$ - 3 - $ 8,255794

Authority Security Fund

Cash $ - $ - 3 -

Short-term investments in

U.S. government obligations - - -
Long-term investments in U.S.

government abligations - - -
Accrued interest receivable - - S
Deficit - - (94,263,933)

$ - $ s $ (94,263,933)
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 3 — ASSETS HELD BY THE TRUSTEE (Continued)

June 30, 2017
Unrestricted Restricted Earnings

Assets Assets {Deficit)

Economic Development

Revenue Bonds

Bond and interest

redemption fund

Cash $ . $ - $ :
Short-term investments in

U.S. government obligations - - -
Long-term investments in U.S.

government obligations - - -
Accrued interest receivable - - -
Surplus - - 8,255,794

$ = $ - $ 8,255,794
Authority Security Fund
Cash $ - $ - $ -

Short-term investments in

U.S. government obligations - - -
Long-term investments in U.S.

government obligations - - -
Accrued interest receivable - - -
Deficit - - {94,263,933)

$ - $ - $  (94,263,933)

NOTE 4 - RATES AND CHANGES

The Authority is authorized to fix, charge and collect user charges for services provided to
residents in the event either the tipping fees or supplement tipping fees paid by the City of
Detroit and other revenues generated are not sufficient in each operating year to produce
revenues equal to be at least 100% of the operating costs. The City of Detroit's obligation
to pay tipping fees is a full faith credit limited tax general and unconditional obligation.

For the years ended June 30, 2018 and 2017, tipping fees paid by the City of Detroit to
the Authority were $9,502,429 and $9,509,730, respectively.
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 5 - RISK MANAGEMENT

The Authority is exposed to various risk of loss related to torts and theft of, damage to, or
destruction of assets. As a component of the City of Detroit, the Authority participates in
the City's self-insurance programs. The City self-insures most risks (general liability,
automobile liability and worker's compensation), unless there is a catastrophic loss
potential, or where insurance coverage is required by revenue bond conditions or
contractual requirements. No claims for losses against the Authority have been filed under
City's self-insurance programs for the past five fiscal years.

In accordance with the agreement for management, operation, and maintenance of the
facility, the operator is liable for injuries to any and ail persons and for damage to the
facility and the property of others which occur in connection with, or arise out of, the
operations of the facility. The operator is required to maintain insurance coverage for
property damage, boiler and machinery damage, workers compensation, employer's
liability, general liability and business interruption.

NOTE 6 - SOUTHFIELD TRANSFER STATION

in May 2006, the Authority entered into a ground lease with the City of Detroit from March
1, 2006 through February 28, 20286, for a payment of one dollar per year, for certain land
located at the southwest intersection of the Southfield and Jeffries freeways (known as
the Southfield Transfer Station) as a point of transfer of solid waste from the City of Detroit
to the Authority and its agents.

NOTE 7 - OPERATING LEASE INCOME

The Authority leases the steamline equipment to the operator of the facility under a non-
cancelable operating lease expiring September 2035. Rent in the amount of $30,000
annually is paid by the operator based on a calendar year and as of June 30, 2018 and
2017, $15,000 respectively is included as an unearned sublease rental income.
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 7 - OPERATING LEASE INCOME (Continued)

Future minimum rental income under the lease agreement for each of the next five years
and in the aggregate is as follows:

Year ending June 30, Amount

2018 $ 30,000

2019 30,000

2021 30,000

2022 30,000

2023 30,000
Thereafter 367,500

$ 517,500

NOTE 8 - ESCROW AGREEMENT

The Operator of the Facility has an agreement with Detroit Edison for the sale of electricity
generated at the Facility to Detroit Edison through June 30, 2024. The Authority and the
Operator have a service agreement that the Authority will continue to deliver to the Facility
solid waste delivered to it by the City through at least October 1, 2021. The Operator,
Detroit Edison and the Authority also entered into an Escrow agreement for the release of
the payment of the above mentioned agreements.

The conditions of the Escrow agreement that must be met in order for the escrow amounts
to be released from Detroit Edison to the Authority are: (a) the Facility is operating at the
time of delivery by the Authority and Detroit Edison of the directive to the Escrow agent;
and (b) there exists a written agreement with the then Operator of the Authority to deliver
City solid waste to the Facility; and (c) that the then Operator of the Facility has provided
notice of its intent to continue operation of the Facility through June 30 of the following
year. In any year in which the then Operator fails to provide notice of its intent to continue
operation of the Facility through June 30 of the following calendar year and the other
conditions precedent are satisfied at the time of the scheduled release, the scheduled
release for such year shall be deferred unless and until such notice is provided or the
Facility operates for such 12-month period.
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 8 - ESCROW AGREEMENT (Continued)

Below is the escrow schedule of funds that will be released from the Escrow agent to the
Authority. Funds are to be released every July 1% based on the satisfaction of conditions
that have been set by the agreement:

July 1, Amount
2018 $ 500,000
2019 500,000
2020 500,000
2021 500,000
2022 500,000
2023 638,511

$ 3,138,511

If the Facility fails to deliver electric energy to Detroit Edison for a period of six consecutive
months, the funds held by the Escrow agent are to be released to Detroit Edison.

During the year ended June 30, 2018, the $500,000 that was to be released July 1, 2017
was released to the investment account and as of June 30, 2018, $3,138,511 was held by
the Escrow Agent and have been included in restricted cash and investments on the
statement of net position.
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GREATER DETROIT RESOURCE RECOVERY AUTHORITY

NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 9 — CAPITAL ASSETS

Capital asset activity for the current year was as follows:

Beginning Ending
Balance Additions Disposals Balance
Capital assets not being depreciated - Land § B8,873.234 § - $ - $ 8,873,234
Capital assets being depreciated
Steamline 34,000,000 - - 34,000,000
Southfield Transfer Station 3,684,149 - - 3,684,149
Equipment 866,973 - - 866,973
Furniture 30,738 - - 30,738
Subtotal 38,581,860 - - 38,581,860
Less accumulated depreciation for
Steamline 24,933,333 971,429 - 25,904,762
Southfield Transfer Station 1,780,672 184,208 - 1,964,880
Equipment 845,072 10,950 - 856,022
Furniture 30,738 - - 30,738
Subtotal 27,589,815 1,166,587 - 28,756,402
Net capital assets being depreciated 10,992,045  (1,166,587) - 9,825,458
Governmental activities total
Capital assets - net of depreciation and
amortization $19.865.279 $(1.166,587) - $18,698,692
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