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Audit assesses internal controls

@ “....a means by which an organization’s resources are directed,
[ r

monitored, and measured. It plays an important role in preventing
and detecting fraud and protecting the organization's resources”

Controls must meet the goal and objectives of Operations, Reporting
i and Compliance
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Cond. g s,

> Reported net income of $14,116,000
> Bond coverage was metin 2018
> There were no material weaknesses reported

> Restated 2017 due to the implementation of GASB 75
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Controls
reviewed
in key
transaction

areas
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Disbursements

Payroll

Billings

Cash and investments

Capital assets

Information technology

Financial reporting
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Board of Water and Light - City of Lansing Board of Water and Light - City of Lansing

Observations and recommendations Auditor communication to those charged
-/ with governance
BAKER TILLY gsAKERT]L”
G it et Canchr. night. Rests.
Future accounting standards
Our responsibility under Auditing Standards Other Information in Documents Containing Audited
i i o Generally Accepted in the United States Financial Statements
- GASB Statement No. 83, Certain Asset Retirement Obligations
— effective for fiscal year 2019 Planned Scope and Timing of the Audit Accounting Policies.
i %\2313 Stetement No. 87, Leases — effecthve for fiscal year Accounting Estimates Financial Statement Disclosures
Difficulties Encountered in Performing theAudit ~ Correctedand Uncorrected Misstatements

- GASB Statement No. 88, Certain Disclosures Related to Debt,
including Direct borrowings and Direct Placements — effective Disagreements with Management ol ith Other
for fiscal year 2019

Management Representations Auditor Independence

> GASB Statement No. 89, Accounting for Interest Cost during
the Period of Construction — effective for fiscal year 2021
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BAKER TILLY

Jodi Dobson, Partner
D: 608 240 2469

Bethany Ryers, Senior Manager
D: 608 240 2382

David DeBano, Senior Accountant
D: 608 240 2664
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Commissioner Long inquired about the sewerage collection fees and receivables. General
Accounting Manager Lori Pung responded that these fees are charged to the City of Lansing to
provide the collection services for them and the receivables are what is received from the
customers.

Commissioner Ross asked if the BWL was responsible for the uncollectables and Ms. Pung
responded that BWL is not. Commissioner Ross commended the accounting department for
the work they did with Baker Tilly.

Motion by Commissioner Price, Seconded by Commissioner Mullen, to forward to the Board
Meeting the Acceptance of the Resolution for the 2018 Audited Financial Statements.

Action: Motion Carried.

Chief Financial Officer (CFO), Heather Shawa, introduced Ms. Lori Pung who spoke about the
external audit. Ms. Pung stated that the audit was started in April which included prep work
and onsite work by Baker Tilly. Ms. Pung thanked the Executive Staff and the accounting staff,
including Josh Irving Scott Taylor, and Paul Eory, for their work and extra hours. Ms. Pung also
noted that there were some challenges due to GASB 75 but they got through it.

Commissioner Price requested that a brief overview of the Baker Tilly audit be presented at the
joint City of Lansing/BWL meeting in October 2018.
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July YTD Financial Summary

CFO Heather Shawa presented the July 2018 Year-to-date Financial Summary which indicated
that the total Cash is over $189M, Days Cash on hand is 164, and debt service coverage ratio is
3.77. Restricted funds decreased slightly due to annual debt service payment. Ms. Shawa
stated that revenue was $2 million over budget and the operating expenses were under
budget, which resulted in net income of $7.6 million compared to $3.6 million budget. Ms.
Shawa mentioned that four out of the five ratios are being met. Under employee data a full
time equivalent factor has been added for contractors.

Cash Income Statement YTD Cash Income Statement YTD

Budget Status YTD

Budget Status YTD
3

Fael)

TecTnding fuel)

Return on Assets

Commissioner Zerkle asked whether new tree trimmers would be added in 2018 or 2019. GM
Peffley responded that one of two teams would be added as soon as they can be onboarded.

Capital Project Exceedance Electric Annual Account — Resolution

CFO Shawa presented the following information on the Capital Project Exceedance Electric
Annual Account and requested approval of the resolution.

e The projected final budget is $S2 million more than the approved budget.

e There was an increase in the cable fault replacements for system restoration.

e Other areas in need include five additional projects and outdoor city LED lighting

GM Peffley commented that there are 200 miles of service cable in the city and there is an
increase in blue sky outages. Apprentices will be trained and the cable replacements will be a
30-year project. A plan is being constructed and it will be an annual project.

Commissioner Long asked whether the cable that needed repaired was underground and GM
Peffley responded that 1800 miles of cable were underground, 600 miles of which is called
URBS direct variable and is located in townships.

Commissioner Price inquired about the rate at which the cable will be replaced and GM Peffley
responded that 100 feet of cable will be replaced per week and cable would be replaced first
where there are the most faults.
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Commissioner Long asked whether other municipalities in the city had projects and which
projects had priority. GM Peffley responded that the projects are evaluated for priority in
conjunction with the city and are completed accordingly.

Motion by Commissioner Price, Seconded by Commissioner Mullen, to accept as presented the
Capital Project Exceedance Electric Annual Account Resolution and to forward to the Board
Meeting for consideration.

Action: Motion Carried.

Internal Auditor’s Revised Audit Plan for FY 2019
Finance Committee Chair Ken Ross presented the revised audit plan for FY 2019 on behalf of
Internal Auditor Phil Perkins who was not in attendance this evening. Finance Chair Ross ask

the Committee to approve the revised Audit Plan by motion. The revised audit plan was
requested by the CFO as a follow up to the 2017 COBIT audit.

Proposed FY 2019 Audit Plan — Revised Sep 2018

Planned Audits: Estimated Hours

Follow-up — IT Change Management (incl OT) 300
IT Cybersecurity 300
COBIT Compliance Follow-up 200
Asset Management Program 300
Metering Services 300
Accounts Payable 300
Vegetation Management 300
Procurement 300
Project Engineering — Planned Prajects 300
Other Engagements:
Consulting — BSMART & Other Org Change Mgt 200
Consulting — Other (TBD) 200
Surprise Cash Count (2)/Time Rpt Rev (2) 200
Total Required Hours 3,200
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Motion by Commissioner Price, Seconded by Commissioner Mullen, that the Committee
approve the Revised Audit Plan for FY 2019.

Action: Motion Carried.

Other
None.

Adjourn
Chair Ken Ross adjourned the meeting at 7:35 p.m.

Respectfully submitted
Ken Ross, Chair
Finance Committee
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