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AUTHORITY GOVERNANCE SUMMARY

Mission and Ethics

Mission Statement

The Monroe County Water Authority is a not-for-profit public benefit corporation that reliably
provides quality, affordable water that fosters economic vitality and enhanced quality of life for
Monroe County and area communities who request service.

Conflict of Interest Policy/Code of Ethics

The Authority has a “conflict of interest policy” to make certain any Members, officers,
employees and others who serve the Authority do not have any personal or business interest
that may conflict with their responsibilities to the Authority. The Authority also has a “code of
ethics policy” which governs the day-to-day actions of all Members, officers and employees of
the Authority.

The Board of Directors

Powers and Duties

The Authority Board Members (collectively, the Board) have oversight responsibilities for
managing the Authority and must make crucial decisions, such as hiring and terminating key
officers and employees, engaging auditors and other professionals and authorizing significant
financial transactions and new program initiatives.

Committees

Audit Committee — The Authority has an Audit Committee comprised of three Board Members

who act as a liaison to the Authority’s independent external auditor. The Audit Committee
interacts with management to implement and monitor the internal control structure and have
additional roles and responsibilities as described in the Authority’s By-Laws.

Governance Committee — The Authority has a Governance Committee comprised of three

Board Members. The Governance Committee examines ethical and conflict of interest issues
and makes recommendations to the full Board for changes to the Authority’s corporate
governance guidelines as the Committee deems necessary and/or appropriate. The Governance
Committee has additional roles and responsibilities as described in the Authority’s By-Laws.

Finance Committee — The Authority has a Finance Committee comprised of three Board
Members. The Finance Committee’s primary responsibility is to review proposals and make
recommendations for the issuance of debt by the Authority. The Finance Committee also has
additional roles and responsibilities as described in the Authority’s By-Laws.
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Compensation Committee — The Authority has a Compensation Committee comprised of three

Board members. The Compensation Committee's role is to appoint, compensate, and oversee an
independent compensation consultant and work with said consultant to create, implement, and
regularly update a written compensation policy. Additionally, it will be the role of the
Compensation Committee to, from time to time, review and implement policies and procedures
regarding the performance of, and compensation increases for, the Executive Director and
Executive Staff. The Compensation Committee has additional roles and responsibilities as
described in the Authority's By-Laws.

In April of 2018, the By-Laws of the Authority were amended and restated, and subsequently
approved by the Board in Resolution #18-088, which, in part, established the new Compensation
Committee and restated that the Chairperson of the Authority shall be a member ex-officio on
all committees and shall have the right, but not the duty, to vote on all propositions before such

committees.

Independent Certified Public Accountants

It is the policy of the Authority to evaluate the Independent Certified Public Accountants at
least every five years. The Authority utilizes the auditors as a resource for assistance with
concerns about financial and other matters that arise during the year, not just during the audit
fieldwork. The auditors prepare a management letter to be sent to the Members, which
discusses internal controls or other issues identified during the audit that concern the financial

management of the Authority.

Authority Organizational Structure

The Board Members conduct a periodic review of the Authority’s structure in order to
determine what is working well and what might want to change in order to be more efficient,

effective or responsible.

Page 2



Monroe County Water Authority

December 2021 3
an, Treasarer

ribut, Member
a Wan Vechien. Me T

Fersonnel Director
Diane Hendricksd

Director
% Mo [

Assisiant to the Executive
Director
Larry Magguilli

Dirgctor of Finance

and Business Services
Ay Mo

Directar

C 4
Stephen Trod

Water T Distribution €

Transmission &

Storage

Page 3



Monroe County Water Authority

May 2023

Fallzom, Treasarer
Masam, Membser

Ermstein, Memiber
Sheryal A Volpe, Member

Executive Director

Depaty Executive Director
Larry Magguilli

Director of Froduction
Christopher LaManea, PE

Michnlas Noce

Personmel Mrector/ Board
Recording Secretary

[lane Hendricksan

Mrector of
EnginceTing
Stephen Savage, F.E

Director of Finance Director
and Husiness Services of Dperations
Aney Molinar] stephen Trotta

Warehouse

Dispatch

Vehide & Equipment
Maintenance

Leak Detection

Page 4



Finance & Business Services Organizational Chart

FINANCE & BUSINESS SERVICES

Jung, 2022

AssisTaxT DIRECTOR OF
Finance
Lisa Rawiins

S, Cask Mot Anacvst
Alane Mammine

Foreman
(Chad Okolowicz
Erie Lucas
Pavnou CLERK

Jeanne Suveges MeTer Service TECHNL

an Dunn

Accts PavaeLe CLERK Dan DiFlario
Pamela Bernardi Jeff Hieskes
John Richards

Fruen AssgTs Joe Simopoli
Marc Magnera Nick Sutphen
Corey Voelk]

Joe Orper BiLLme
Heather Heckman MeTer REapER
Armand Cantatore
Mike Segelin
Jason Williams

A/R- .3
Eim Lukasiewicz

Uiy Worker
Jon Osucha
HNick Taceone

OFrice CLERE
Trari Campbell
Amy Meyer

FINANCE & BUSINESS SERVICES
Mav, 2023

Finance
Lisa Rawlins

S, Cusmt Mo, Asawvst
Alane Mammine

Pavionl CLery
Jeanne Suveges Ethan Dunn

Dian DiFlorio

Accrs Pay Cienk Jeff Mieskes
Pamela Bernardi Johin Richards
Jon Osucha
Fixe AsseTs Jae Sinapali
Corey Voelkl
Ton Orper Biuise

Heather Heceman

Waren REVENUE
J/R-Casien
Kim Lukasiewicz

Nick Taccone

ad Okaolowicz

Execurive DirecTos
Hichalas Noce

FINANCE/BUS. SERVICES

SUPERVISOR OF
MeTER SERVICES
Gregz [ppolito

Felicia Romagnolo

AsasTanT To Executive
DinecToR
Larry M. illi

INFO. TECHNOLOGY

Purcsasiis MaNAGER Maxacer, INFormaTioN
TEcHNOLOGY

Laurie Neff Jastin Moare

John F.l T
Jualie Ruckdeschel

Execurive Diiecros

Wichalas Noce

FINANCE/BUS. SERVICES

oF Fimance &
eSS S

Amy Malinari

AssisTANT M. ER OF
CusTOMER SERVICE
Tina Bojke

CrEmT ManAGER
Tammy Coyne

CusTOMER SERVICE
PRESENTATIVES
[Julie Hazen
Ashley Hogan
Tasha Parker
Megan Pieper
Tracy Porter
Lauren Reed (F/T)
Gail Richardson
Josh Tiefel

CusToOMER SERVICE
TecHNICLANS
[Joe DiFelice
Ted Lechner

Recermionist
Cheryl Corson

Sk, PROGRAMMER ANALYST
Rhenda Connars

5. CompuTER PROGRAMMER
Zynon Putney

MicrocompPuTer ManT, Teck.
Drey Piedmont

Sr NeTwors TEcNICAN
Brian Ferris
Glen Lukaszewski
Alex Bresovski

CommumicaTions AIDe
Kimberleigh Martin

Depury Execomive Dun

Larry Magguilli

Gregg Ippalita

Orrice Coens
Traci Camphell
Amy Meyer

Meves Senvice Tecumcan

SECURITY

Julie Ruckdeschel
Jen Ritter

Erich Lucas

SiaMeren Reanen
Mick Sutphen [00T)

v Hogan
Tasha Parker
Megzn Picper
Tracy Parter

Lauren Reed (P/T)

Gail Richard=an

Senvice
NICLANS
Joe DiFelice

Laurie Neff

AMMER ANALYST
da
Mark Mulpagano

S Py
Ri

nnors

Mic
Nerwonk Tecunicias
Drey Piedmont
S Nerwosk Tecsiciay

rian Ferris
Glen Lukeszewskd
Alex Bresovski

Communicamions AiDE
EKimberleigh Martin

Page 5



Review of Policies and Procedures

The Board Members conduct a periodic review of the Authority’s policies in order to determine
what is working well and what practices the Authority may want to change in order to be more
efficient, effective or responsible.

PERSONNEL POLICIES AND PROCEDURES

Personnel Programs — General

The Authority employs both Union and Non-Union employees based on the requirements of the
position.

Employment and Personnel Records

Job Descriptions

The Authority periodically updates job descriptions in conjunction with Civil Service jobs
descriptions.

Recruitment and Selection

As a governmental agency, the Authority’s recruitment and selection process follows the
guidelines established by union contracts and civil service requirements as designated by the
position. The Board of Directors confirms all new hires and salaries.

New Hire Orientation

The Personnel department coordinates and confirms that all required new hire forms in the New
Hire Package are completed prior to employment. The Personnel department sets up new hires
in the internal payroll system.

Benefit Processing

Workers Compensation - Workers compensation is a self-insured program. The eligible
employee receives their net take-home salary for regularly scheduled hours. The insurance
premium is allocated to the cost centers through the payroll system.

Disability Insurance — Employees receive 40% of their total pay each week after five sick days.

Employees are allowed to offset the balance with sick, personal or vacation time. The employee
submits a form from their physician verifying the disability to the Personnel department. The
Personnel department notifies the Payroll Clerk for processing in the weekly payroll.

Retirement Benefits - Employees are covered under the New York State Employees' Retirement

System. Tier 3 and Tier 4 employees must contribute a percentage of gross earnings for 10 years
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of membership in the retirement system. Tier 5 and Tier 6 employees must contribute a
percentage of gross earnings during employment. In addition, the Authority makes an annual
payment to the system for all employees based on a percentage of gross wages as determined by
the NYS Retirement System.

Health Insurance — The Personnel department is responsible for processing the monthly

payment to the insurance carriers, through Accounts Payable. Contribution is based on the
union agreement or other Authority policies.

Training

The Authority shall arrange for appropriate training for all involved, including new Members,
officers and employees.

Evaluation

[t is the Authority’s policy to evaluate all employees annually.

Employee Files

The Personnel department stores all employee files in locked cabinets.

Compensation and Classification

Hourly / Salary / Exempt

The Union contracts and the Board of Directors regulate salaries and wages.

Payroll

It is the Authority’s policy to process payroll timely and accurately. Payroll processing is the
responsibility of the Finance & Business Services Department (Finance department).

Payroll Master Files

The Authority utilizes an internal software package that is integrated with the Personnel
department. The Payroll Clerk and the Personnel department are responsible for
maintaining the payroll tables. The Information Technology (IT) and Personnel
departments update annual changes to the pay rates. The Personnel department is
responsible for updating individual employee information including pay codes and
deduction codes. All changes generate a change report which is reviewed by Personnel and
the Director of Finance & Business Services, or designee.

Payroll Processing

The Authority payroll period is Monday through Sunday, and payroll is processed weekly.
Each employee completes a timecard and/or electronic time sheet and submits it to their
direct supervisor for approval. The Payroll Clerk enters any exceptions to the standard
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work week for each employee, including any sick, vacation, or personal time used. Once
payroll is processed, the IT department prints the checks, which are signed by another
member of the Accounting department using the check signing machine. The Payroll Clerk
sends the NACHA (direct deposit) file to the bank electronically. Payroll registers are
reviewed by the Director of Finance & Business Services, or designee.

Payroll Taxes and Deduction Payments

It is the Authority’s policy to submit payments for NYS taxes, federal taxes and deferred
compensation electronically. All other payments, including garnishments, are generated
with the paychecks during the payroll process.

NYS Retirement Reporting

NYS Retirement reporting is done monthly after the last Sunday of each month. The file and
related payments are handled electronically.

Quarterly Returns

The Payroll Clerk prepares the quarterly Federal form 941 and New York State form NYS-45
payroll tax returns and reconciles all quarterly returns to the year-end totals.

Time Off

It is the Authority’s policy that employees accrue one sick day per month. Vacation time is
posted to the employee's vacation bank the 1 of the month of the employee's anniversary. Each
full-time employee is also credited with five days personal leave each year. The Payroll Clerk
enters time used weekly during the payroll process.

FINANCE AND ADMINISTRATION

The Director of Finance & Business Services or designee is responsible for managing all financial
transactions. The Finance department utilizes internally designed software for recording all
revenue, expenses, fixed assets and financial reporting. The IT department maintains the
security of the electronic files and programs (Systems) and implements any modifications as
required. The IT department performs a full back up of the system monthly and performs a
differential backup five times a week. A differential backup is a copy of only those files that have
changed since the previous differential backup. The backups are stored offsite at a secure
environmentally-controlled site, weekly. This process includes preserving electronic records,
ensuring data compatibility when systems change, and creating an appropriate records
retention policy.
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Revenue and Receivables
Revenue
The Authority has two main revenue classifications, water and water related revenue. The
Authority has the following procedures in place to ensure the accurate and timely processing
of revenue.

Water Revenue Procedures

Customer Services is responsible for billing water related revenue for residential, commercial

and wholesale services.

Residential and Small Commercial Services - Residential services are billed quarterly.

MCWA customers are responsible for submitting a meter read to the Authority, using
the company-provided meter card, entering the read into the Authority's web page, or by
calling in the read to Customer Services or the Authority's 24-hour meter read call-in
system. In addition, an increasing number of new meters are read electronically by the
Water Authority’s Meter Services. If no read is received by billing time, the read is

estimated.

Commercial Services - Non-residential / large commercial services are billed monthly.

The Water Authority's Meter Services department reads these meters monthly.

Wholesale Services - The Water Authority's Meter Services reads these meters monthly.

The meter reads are given to the Manager of Customer Services to calculate the bill.
Finance department accounting staff enter the information into the water district billing
system which generates the bills and related general ledger entries.

Grants, Subsidies & Contributions

The Authority's Finance Department ensures that grants, -subsidies, and contributions
received are properly recorded; accountings required as a condition of any grant are
completed; and restrictions on the use of such funds, such as contributions given for a
restricted purpose (e.g., donated land with use restrictions), are obeyed.

Temporary Hydrant Meter Sets

Customer Services collects a deposit from the customer and processes all permits and
paperwork prior to issuing a work order for the meter and reduced pressure zone
backflow preventer (RPZ) set. The Water Authority's Meter Services sets the meter and
RPZ on the requested hydrant. After the meter and RPZ are removed per the customer's
request, Customer Services calculates all charges and submits the paperwork to the
Finance department accounting staff. The customer is charged for water consumption,
daily base charge, damages to any equipment, and for each time the meter and RPZ were
moved to a different hydrant. Any charges that exceed the deposit amount are billed to
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the customer via a manual bill. Any remaining credit amount is refunded to the
customer.

Customer Refunds

Customer refunds are mostly due to transfer of services. It is the Authority’s policy to issue
refunds for amounts over $10.00. Balances that are less than $10.00 are written off.
Accounts with a credit balance less than $10.00 are issued a refund check at the customer’s
request.

Water Related Billing Procedures

The Authority will generate manual bills for water related service work such as service
installations and repairs, as well as claims. For most of these services, the Engineering
department receives a request for work to be done from the customer. Engineering then
determines the fee to be charged based on the estimated time and material required. The
Engineering department notifies the customer of the amount due, and the work does not
begin until payment is received. A work-in process (WIP) job order (JO) number is created
in the general ledger which collects the costs associated with the job. When the project is
completed, Accounting reconciles the costs in the JO to the fee received, charging any
difference (over or under) to income.

The Accounting also generates manual bills for emergency repair work and claims utilizing
JOs. Costs are collected in the JO as the work is performed. When Accounting is notified
that the job is complete, a bill is prepared and sent to the customer.

Customer Receivables

All bills are due and payable when rendered. It is the policy of the Authority to process all
payments timely and accurately. Customers may mail their payments to the Authority's
lockbox bank or directly to the Authority. They may also pay in person at the Authority
using the designated drop box, or pay electronically utilizing PC banking, through the
MCWA website, utilizing E-Z Pay online or phone, or direct debit.

Daily Deposit Procedures

All payments received at the Authority are processed in the Water Revenue Accounts
Receivable area. Once all payments are processed, the bank deposit is prepared. The checks
and cash are recorded on the bank deposit slip and placed in a zippered bank bag to be
delivered by the Authority's messenger to the bank.

Collections

Collections are handled by Customer Service. It is the policy of the Authority that all bills are

due and payable when rendered. In case any water bill or charges provided are not paid within

twenty (20) days following the rendering of the bill, the Authericynaydiscontinuewater
servieesat-its-eptienaccount will be deemed delinquent and, if not paid within sixty (60) days
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after such bill has become delinquent, the Authority or its agents shall shut off the water service
to the customer. Service will not be reestablished until such unpaid charges, together with the

charge for restoration of service, are paid in full.

Collections Process

The Authority has four types of collection processes: the residential water usage, large
commercial, final bills, and claims. It is the Authority’s policy to charge a 10% late charge on all

accounts past due.

Residential Water Usage

Residential water billing is generated quarterly. Collection Notices are generated as follows:

1st Notice 2 weeks after the due date
2nd Notice 2 weeks after the 15t notice
3rd Notice Disconnect Notice, 2 weeks after the 2 notice

Issue door hanger or shut off 10 days after 3™ notice.

Large Commercial

Large commercial account billing is processed on a monthly basis. Collection for large
commercial accounts is a manual process and handled on an individual basis.

Final Bills

The Authority does not differentiate between owners. If there is a past-due balance on the
account at the time of a transfer, the balance remains on the account for the new owner, and
a final bill is not issued. If the account is current at the time of the transfer, a final bill is
issued. If that final bill is not paid, the amount is transferred to the previous owner’s new
account or any other account owned by the same customer. If the previous owner has
moved outside of MCWA service area, a final notice is manually issued and if not paid
within 14 days, the balance is reported to an outside collection agency.

Bankruptcy Notices

In the event a customer files bankruptcy, the Authority receives a notice and obtains a meter
read, and Customer Services writes the balance off to bad debt. If the customer files for
chapter 13 or chapter 11, the Authority submits a claim to the Bankruptcy Trustee for
payment. If the bankruptcy is 'dismissed’, the Water Authority issues a letter to the debtor
and transfers the debt back to the account for collection.

Water Service Shut Off

The Authority has the right to shut off service due to non-payment and for non-compliance.
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Purchasing, Payables and Cash Disbursements

The Authority segregates the responsibility for purchasing and accounts payable into two areas,
Purchasing and Accounts Payable. Purchasing is responsible for establishing and administering
centralized purchasing services. Accounts Payable is responsible for processing invoices and
issuing checks.

Purchasing
Refer to Purchasing/Procurement Guidelines.

Payables and Cash Disbursements
Vendor Master File
The Authority maintains a Vendor File for all vendors paid through Accounts Payable. The

Authority will require a W9 to be on file for any new company receiving payment. Once the W9

is received, Accounts Payable will enter the company as a new vendor in the accounting system.

Invoice Processing

It is the Authority’s policy to process all invoices timely and accurately. Invoices are matched to
a receiving document and purchase order, or otherwise approved by management. The
approved invoice is manually entered into the accounts payable system. Approved invoices are
paid based on agreed upon terms, usually net 30 days. Discounts are taken where allowable.

Contractor Construction Projects

It is the Authority’s policy to retain a certain percentage, usually 5%, of all contractor
construction project expenses until the project is completed in full, or partially released at
substantial completion.

Check Processing & ACH Payments

Payments to vendors are processed weekly by either issuing a check or initiating an ACH
payment. Ffor check payments, the Accounts Payable Clerk generates a Voucher report. Checks
are printed by the IT department. The Accounts Payable Clerk prepares the checks for signing
by another member of the Accounting department using the check signing machine. Checks are
mailed at the end of the week. For ACH payments, the Accounts Payable Clerk sends the
NACHA file to the bank electronically. Processed payments backup is reviewed by the Director
of Finance & Business Services, or his-designee. The original Vendor Payment Detail report is
submitted to the Director of Finance & Business Services or designee for approval.

Credit Card Processing

The Authority has issued credit cards to various management/executive employees as outlined
in the Purchasing and Procurement Guidelines (“Guidelines”). All purchases made through
these credit cards are subject to the procurement thresholds outlined in the Guidelines as well

Page 12



as any terms and conditions outlined in the Travel and Reimbursement Policy (“Policy”). On a
monthly basis the credit card bill is reconciled with the purchases made to ensure amounts are
accurate and that all parties adhered to the Guidelines and the Policy. The Director of Finance
& Business Services is responsible for making sure all transactions adhere to the Guidelines and
Policy and shall have any purchases made specifically on behalf of the Director of Finance &
Business Services approved by the Executive Director. The Executive Director shall have any
purchases made specifically on behalf of the Executive Director reviewed and approved by the
Director of Finance & Business Services and the Personnel Director.

Manual Checks

It is the Authority’s policy to only print manual checks when absolutely necessary. A manual
check must be approved by the Director of Finance & Business Services or designee. The
Accounts Payable Clerk types the check and forwards it with backup to the Director of Finance
& Business Services for signing, or if necessary, has another Accounting department employee
sign it using the check signing machine.

1099’s
The Accounts Payable Clerk prepares all necessary IRS forms 1099 after the close of the year.

Budgeting

The Director of Finance & Business Services or designee is responsible for preparing the annual
budget, with input and assistance from Department Heads and Executive Director.

Operating Expense Budget

The Director of Finance & Business Services or designee prepares a draft department expense
budget for Department Heads. The draft is sent to the Department Heads for review and
changes. Changes are submitted back to the Director of Finance & Business Services or
designee. A high-level four-year budget plan must be submitted each year through the NYS
Authority Budget Office’s on-line “PARIS” information system as required under the 2009 Public
Authorities Reform Act.

Labor Budget

Salaries

Department Heads submit the changes to the Director of Personnel or designee for review. The
Personnel department submits changes to the Director of Finance & Business Services or
designee.
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Benefits

The Director of Finance & Business Services or designee calculates fringe benefit rates based on
anticipated amounts to be spent on personal insurance, NYS Retirement System, General
Insurance, paid absence and other benefits.

Capital Budget

Department Heads submit capital project request forms to the Director of Finance & Business
Services or designee. The capital budget is detailed by project and includes the current year
budget and five to seven years of projections.

Budget Approval

The Director of Finance & Business Services or designee compiles all of the budget information.
The Director of Finance & Business Services and/or designee, Department Heads and the
Executive Director meet to review and discuss the completed budget. The budget package is
submitted to the Board Members for approval.

Accounting

Accounting System

The Authority utilizes an internally developed General Ledger System maintained by the IT
department. This system processes all General Ledger and Accounts Payable transactions.

Treasury Policy (Cash Management and Investments)

Investment Policy

The Authority has adopted a formal Annual Statement of Investment Policy which is reviewed
annually.

Procedures and Internal Controls

The following procedures and internal controls are designed to prevent losses of public funds
arising from fraud, employee error, misrepresentation of third parties, unanticipated changes in
financial markets or imprudent action by employees and officers of the Authority.

The Director of Finance & Business Services and designated Finance/Accounting department
personnel for the Authority are duly authorized to invest Authority monies pursuant to the New
York Public Authorities Law and are trustees of Authority funds. The Authority has a matrix in
place that establishes dollar limits for money management transactions.

Employees shall be instructed to report any allegation of fraud or financial improprieties to the
Audit Committee or its members.
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Qualified Banks and Securities Dealers

The Authority conducts business only with banks, agents and registered investment securities
brokers and dealers. Each Broker/Dealer and Financial Institution must complete a Request For
Information document each year as required under the Authority’s investment guidelines.

Risk Tolerance

Controlling and managing risk is the foremost portfolio management objective. The Authority
strives to maintain an efficient portfolio by providing for the lowest level of risk for a given level
of return.

The Authority shall maintain records with respect to long term liabilities (i.e., leases and
employee benefit plans).

Reporting

The Director of Finance & Business Services submits quarterly and annual investment reports to
the Board Members and the Executive Director.

Bank Reconciliation

It is the policy of the Authority to complete an account reconciliation of all bank and investment
accounts on a monthly basis. The reconciliations are reviewed by the Director of Finance &

Business Services or designee.

Property, Plant and Equipment and Other Capital Assets

Property and equipment is defined as fixed assets purchased for use in the business with an
estimated useful life in excess of one year. Property and equipment is stated at cost less
accumulated depreciation. The Authority’s policy is to capitalize all property and equipment

purchased with a value in excess of $5,000.

New Purchases

The Project Manager submits a completed authorization form for a requested project to their
Department Head, the Director of Finance & Business Services, and the Executive Director for

approval.

Disposal/ Retirements

The Fixed Asset staff records all retirements. The Fixed Asset staff prepares a journal entry to
adjust the general ledger original cost and accumulated depreciation accounts.
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Depreciation and Amortization

It is the Authority’s policy to record all capital assets using the straight line depreciation
method. It is the Authority’s policy to record an estimated depreciation expense monthly and
reconcile depreciation general ledger accounts to the actual depreciation at the end of each year.

It is the Authority’s policy to record monthly amortization on Capital Leases based on an
estimate and to reconcile the general ledger amortization accounts at year-end.

Control of Property and Equipment

It is the Authority’s policy to tag assets when practical, inventory all physical assets every five
years, and dispose of any property in accordance with the Authority's Disposal Guidelines.
Financial Reporting

Month-End / Year-End Processing

Senior accounting staff is responsible for coordinating the month-end and year-end processing.

Financial Statement Processing:

Senior accounting staff is primarily responsible for generating the following Monthly Financial
Statements:

General Ledger Balance Sheet

Summary of Department Expenses
Project Management Report

Statement of Revenues

Consolidated Balance Sheet

Detailed Statement of Revenues
Operating Departments Expense Report

@ ee e o

The Director of Finance & Business Services or designee review Detailed Statement of Revenues
for reasonableness and check key items.

Financial Statement Distribution

The Director of Finance & Business Services submits quarterly and annual financial statements
to the Board Members and the Executive Director. Monthly statements are available through
the General Ledger System.

Officers, employees, and the public have a right to a copy of the Authority's annual financial
report.
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INDEPENDENT AUDITORS’ REPORT F716.634.0764

W EFPRgroup.com

To the Deferred Compensation Committee of the
Deferred Compensation Plan for Employees of
Monroe County Water Authority:

Report on the Financial Statements

Opinion

We have audited the accompanying financial statements of the Deferred Compensation Plan for
Employees of Monroe County Water Authority (the Plan), an employee benefit plan, which
comprise the statements of fiduciary net assets available for plan benefits as of December 31, 2022
and 2021, and the related statements of changes in fiduciary net assets available for plan benefits for
the years then ended, and the related notes to financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
fiduciary net assets available for plan benefits of the Deferred Compensation Plan for Employees of
Monroe County Water Authority as of December 31, 2022 and 2021, and the changes in its
fiduciary net assets available for plan benefits for the years then ended, in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of the Plan and to meet our other ethical responsibilities, in accordance
with the relevant ethical requirements relating to our audits. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Plan's ability
to continue as a going concern for one year after the date that the financial statements are available
to be issued.
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Management is also responsible for maintaining a current plan instrument, including all plan
amendments, administering the plan, and determining that the plan's transactions that are presented
and disclosed in the financial statements are in conformity with the plan's provisions, including
maintaining sufficient records with respect to each of the participants, to determine the benefits due
or which may become due to such participants.

Auditors’ Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audits.

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audits 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 Plan's internal control. Accordingly, no such opinion
is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Plan's ability to continue as a going concern
for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audits.



Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 4 through 7 be presented to supplement the basic
financial statements. Such information is the responsibility of management and, although not a part
of the basic financial statements, is required by the Governmental 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 supplementary 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.

Williamsville, New York
, 2023



DEFERRED COMPENSATION PLAN FOR EMPLOYEES
OF MONROE COUNTY WATER AUTHORITY

Management’s Discussion and Analysis
December 31, 2022 and 2021

This section presents Management’s Discussion and Analysis (MD&A) of the Deferred
Compensation Plan for Employees of Monroe County Water Authority’s (the Plan) financial
position and performance for the fiscal years ended December 31, 2022 and 2021. This section is
presented as a narrative overview and analysis. Please read the MD&A in conjunction with the
financial statements and notes to financial statements to better understand the financial condition
and performance of the Plan during the fiscal years ended December 31, 2022 and 2021.

Financial Highlights

e The Plan’s fiduciary net assets available for plan benefits are $27,260,702 and $31,980,099
at December 31, 2022 and 2021, respectively. The fiduciary net assets available for plan
benefits represent participant contributions and net investment income.

e The Plan’s fiduciary net assets available for plan benefits as of December 31, 2022
decreased by $4,719,397 or approximately 14.8% from the prior year.

e The Plan’s fiduciary net assets available for plan benefits as of December 31, 2021 increased
by $1,927,362 or approximately 6.4% from 2020.

e The Plan had investment loss of $3,765,864 for the year ended December 31, 2022
compared to investment income $3,548,463 for the year ended December 31, 2021.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Plan’s financial
statements, which comprise the following:

e Statements of Fiduciary Net Assets Available for Plan Benefits
e Statements of Changes in Fiduciary Net Assets Available for Plan Benefits

e Notes to Financial Statements

Statements of Fiduciary Net Assets Available for Plan Benefits - These statements present
information regarding the Plan’s assets, liabilities and resulting net assets held in trust for Plan
benefits. These statements reflect the Plan’s investments and notes receivable from participants at
December 31, 2022 and 2021.

Statements of Changes in Fiduciary Net Assets Available for Plan Benefits - These statements
present how the Plan’s net assets held in trust changed during the years ended December 31, 2022
and 2021. These statements present employee contributions along with net investment income
(loss) during the years from individual participant-directed investing activities. Deductions for
participant benefit payments and administrative expenses are also presented.
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DEFERRED COMPENSATION PLAN FOR EMPLOYEES
OF MONROE COUNTY WATER AUTHORITY

Management’s Discussion and Analysis, Continued

Notes to Financial Statements - The notes to financial statements are an integral part of the financial
statements and provide additional detailed information and schedules that are essential to better

understand the Plan’s financial statements.

Condensed Financial Information

Net assets
Increase (decrease)
Description 2022 2021 Amount Percentage
Assets:
Investments: :
Mutual funds $ 16,025,424 - 16,025,424 100.0%
Self-directed brokerage
accounts 32,811 - 32,811 100.0%
General account 10,949,702 11,638,383 (688,681) (5.9%)
Pooled separate accounts - 20,122,896 (20,122.896) (100.0%)
Total investments 27,007,937 31,761,279  (4,753,342) (15.0%)
Notes receivable from participants 245,201 218,820 26,381 12.1%
Holding account 7.564 - 7,564 100.0%
Fiduciary net assets available
for plan benefits $27.260,702 31,980,099  (4,719,397) (14.8%)
Change in net assets
Increase (decrease)
Description 2022 2021 Amount Percentage
Fiduciary net assets available for plan
benefits at beginning of year $31.980.099  30.052.737 1,.927.362 6.4%
Additions:
Employee contributions 1,609,994 1,404,375 205,619 14.6%
Investment income (loss) (3,765,864) 3,548,463  (7,314,327) (206.1%)
Interest on notes receivable
from participants 11,163 8.534 2,629 30.8%
Total additions (reductions) (2,144.707) _4.961.372  (7.106.079) (143.2%)




DEFERRED COMPENSATION PLAN FOR EMPLOYEES
OF MONROE COUNTY WATER AUTHORITY

Management’s Discussion and Analysis, Continued

Increase (decrease)

Description 2022 2021 Amount Percentage
Deductions:
Benefits paid to participants $ 2,559,134 3,033,080 (473,946) (15.6%)
Fees 15,556 930 14,626 1,572.7%
Total deductions 2.574.690 3.034.010 (459,320) (15.1%)
Net change (4,719,397) 1,927,362  (6,646.759) (344.9%)
Fiduciary net assets available for
plan benefits at end of year $27,260,702 31,980,099  (4.719.397) (14.8%)
Net assets
Increase (decrease)
Description 2021 2020 Amount Percentage
Assets:
Investments:
Pooled separate accounts $20,122,896 17,114,286 3,008,610 17.6%
General account 11,638,383 12,786,265 (1,147.882) (9.0%)
Total investments 31,761,279 29,900,551 1,860,728 6.2%
Notes receivable from participants 218.820 152,186 66.634 43.8%
Fiduciary net assets available
for plan benefits $31,980,099 30,052,737 1.927.362 6.4%

Change in net assets

Increase (decrease)

Description 2021 2020 Amount Percentage
Fiduciary net assets available for plan
benefits at beginning of year $ 30,052,737 27,033,616 3.019,121 11.2%
Additions:
Employee contributions 1,404,375 1,430,947 (26,572) (1.9%)
Investment income 3,548,463 2,873,876 674,587 23.5%
Interest on notes receivable ’
from participants 8.534 7.735 799 10.3%
Total additions 4,961,372 4,312,558 648.814 15.0%




DEFERRED COMPENSATION PLAN FOR EMPLOYEES
OF MONROE COUNTY WATER AUTHORITY

Management’s Discussion and Analysis, Continued

Increase (decrease)

Description 021 2020 Amount Percentage
Deductions:
Benefits paid to participants 3,033,080 1,292,749 1,740,331 134.6%
Fees 930 688 242 35.2%
. Total deductions 3,034,010 1,293.437 1,740,573 134.6%
Net change 1,927,362 3,019,121 (1,091,759) (36.2%)
Fiduciary net assets available for
plan benefits at end of year $31,980.099 30,052,737 1,927,362 6.4%
Investments

The Plan is participant-directed, which means that each Plan participant can decide how his or her
contributions are to be allocated among the investment options. Each participant’s account is
credited with the participant’s contributions and the appreciation or depreciation in unit value of the
related investment funds.

Contributions and Distributions

The Plan received contributions of $1,609,994 during the year ended December 31, 2022 compared
to $1,404,375 during the year ended December 31, 2021 and $1,430,947 during the year ended
December 31, 2020.

The Plan had benefits paid to participants of $2,559,134 during the year ended December 31, 2022
compared to $3,033,080 during the year ended December 31, 2021 and $1,292,749 during the year
ended December 31, 2020. There were 217 distributions to participants in 2022, versus 202 in 2021
and 259 in 2020.

Fiduciary Responsibilities

The Deferred Compensation Committee of the Deferred Compensation Plan for Employees of
Monroe County Water Authority and the Plan administrator are co-fiduciaries of the Plan.

The Plan’s assets can only be used for the exclusive benefit of the Plan’s participants, beneficiaries
and alternate payees.

Request for Information

This financial report is designed to provide a general overview of the Plan’s finances. Questions
concerning any of the information provided in this financial report or requests for additional
information should be addressed to:

Monroe County Water Authority
475 Norris Drive
Rochester, New York 14610



DEFERRED COMPENSATION PLAN FOR EMPLOYEES
OF MONROE COUNTY WATER AUTHORITY

Statements of Fiduciary Net Assets Available for Plan Benefits

December 31, 2022 and 2021

Investments:
Investments, at fair value:
Mutual funds
Self-directed brokerage accounts
Pooled separate accounts

Total investments, at fair value
Investments, at contract value - investment contract
Total investments
Notes receivable from participants

Holding account

Fiduciary net assets available for plan benefits

See accompanying notes to financial statements.

2022 2021
$ 16,025,424 -
32,811 -
- 20,122,896
16,058,235 20,122,896
10,949,702 _ 11,638,383
27,007,937 31,761,279
245,201 218,820
7,564 -
$ 27,260,702 _ 31,980,099




DEFERRED COMPENSATION PLAN FOR EMPLOYEES
OF MONROE COUNTY WATER AUTHORITY

Statements of Changes in Fiduciary Net Assets Available for Plan Benefits
Years ended December 31, 2022 and 2021

Additions to fiduciary net assets attributed to:
Employee contributions
Investment income (loss)
Interest on notes receivable from participants

Total additions (reductions) to fiduciary net assets

Deductions from fiduciary net assets attributed to:
Benefits paid to participants
Fees

Total deductions from fiduciary net assets

Net change

Fiduciary net assets available for plan benefits:
Beginning of year

End of year

See accompanying notes to financial statements.

2022 2021
$ 1,609,994 1,404,375
(3,765,864) 3,548,463
11,163 8,534
(2,144707) 4,961,372
(2,559,134)  (3,033,080)
(15,556) (930)
(2,574,690)  (3,034,010)
(4,719397) 1,927,362
31,980,099 30,052,737

$ 27,260,702 31,980,099




DEFERRED COMPENSATION PLAN FOR EMPLOYEES
OF MONROE COUNTY WATER AUTHORITY

Notes to Financial Statements
December 31, 2022 and 2021

(1) Description of Plan

The following description of the Deferred Compensation Plan for Employees of Monroe County
Water Authority (the Plan) is provided for general informational purposes. Participants
should refer to the Plan document for a more complete description of the Plan’s provisions.

(a) General
The Plan is a defined contribution plan covering the employees of Monroe County Water
Authority (the Authority). The Authority is a public benefit corporation and a discretely
presented component unit of the County of Monroe, New York. The Plan is exempt
from income taxes under Section 457(b) of the Internal Revenue Code (the Code).
There were 246 and 249 plan participants as of December 31, 2022 and 2021,
respectively.

(b) Administration
The Plan is administered by the Deferred Compensation Committee of the Authority.
Empower Trust Company, LLC is the Trustee of the Plan. Empower Retirement, LLC
maintains the Plan’s investment contracts and provides certain administrative and
recordkeeping services to the Plan.
(c) Eligibility
Employees are eligible to participate in the Plan upon commencement of employment with
the Authority.

(d) Contributions
The Plan provides for tax-deferred employee contributions between a minimum contribution
of $10 per pay period and a maximum contribution equal to the lessor of 100% of the
participant’s compensation for the plan year or the maximum amount permitted by
Section 457(e)(15) of the Code which was $20,500 and $19,500 in 2022 and 2021,
respectively.

In addition, the Plan contains certain “catch-up” provisions that allow participants to make
additional contributions to the Plan for the three years prior to that participant’s normal
retirement age. Under these provisions, eligible participants were able to contribute up
to $41,000 and $39,000 in 2022 and 2021, respectively.

Employees direct their contributions at their discretion. The Plan does not provide for
employer contributions.

(e) Administrative Expenses
Empower Retirement reimburses the Plan Sponsor, the Authority, for administrative
expenses up to $10,000 each year.
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DEFERRED COMPENSATION PLAN FOR EMPLOYEES
OF MONROE COUNTY WATER AUTHORITY

Notes to Financial Statements, Continued

(1) Description of Plan, Continued

(f) Participant Accounts
Each participant account is credited with the participant contributions and investment
earnings. Participant accounts are reduced by their withdrawals. Fees paid by the Plan
are allocated as a reduction of the participant’s account.

(g) Vesting

Participants are immediately vested in their account balances.

(h) Notes Receivable from Participants

Active employees may take loans against their account balances. Participants may have
only one loan outstanding at a time and the loan may not exceed the lesser of 50% of
their account balance or $50,000. Participant loans bear interest at the prime rate plus
1% at the time the loan is issued and are generally paid over a 60-month period. Loans
for the acquisition of a principal residence may be repaid over a term of up to 15 years.
Loans are considered to be in default if a participant fails to make a required loan
repayment within 90 days following the due date for such repayment. These loans are
administered by Empower Retirement.

(i) Benefit Payments
The Plan provides for benefit payment upon either the termination of employment or the
attainment of the age of 72. Plan members may elect to receive a lump sum amount or
payments in substantially equivalent monthly, quarterly or annual installments. The
minimum periodic or lump sum distribution must be $100 per payment.

(1) Unforeseeable Emergency Withdrawals
The Plan allows for unforeseeable emergency withdrawals under certain circumstances in
accordance with the regulations promulgated under Section 457 of the Code.

(k) Plan Termination
Although it has not expressed any intent to do so, the Authority may discontinue the Plan at
any time subject to the provisions of Federal and New York State laws. In the event of
Plan termination, the Authority shall not permit any further deferrals of compensation
and all amounts previously deferred shall be payable to participants as provided by the
Plan document.

(2) Summary of Significant Accounting Policies

(a) Basis of Accounting
The Plan’s financial statements are prepared in accordance with accounting principles
generally accepted in the United States as set forth by the Governmental Accounting

Standards Board.
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DEFERRED COMPENSATION PLAN FOR EMPLOYEES
OF MONROE COUNTY WATER AUTHORITY

Notes to Financial Statements, Continued

(2) Summary of Significant Accounting Policies, Continued

(b) Benefit Payments
Benefit payments are recorded when paid.

(c) Investment Valuation and Income Recognition
The Plan’s investments are stated at fair value, except for the fully benefit-responsive
investment contract, which are valued at contract value (note 4). Fair value is the price
that would be received from the sale of an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. See note 3 for
a discussion of fair value measurements.

Purchases and sales of investments are recorded on a trade-date basis. Interest income is
recorded on the accrual basis. Dividends are recorded on the ex-dividend date. Net
appreciation or depreciation includes both the Plan’s gains and losses on investments
bought and sold as well as held during the year.

The Plan invests in various types of investments. Investments are exposed to various risks,
such as interest rate, market and credit risk. Due to the level of risk associated with
certain investments, it is at least reasonably possible that changes in the values of
investments will occur in the near term and that such changes could materially affect the
amounts reported in the accompanying financial statements.

(d) 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 certain reported amounts and disclosures. Actual results could
differ from those estimates.

(e) Notes Receivable from Participants
Notes receivable from participants are measured at their unpaid balance plus any accrued but
unpaid interest. Delinquent participant loans are reclassified as distributions based upon
the terms of the Plan agreement. The loans bear interest rates charged by local financial
institutions for similar loans. Principal and interest is paid ratably through payroll
deductions.

(f) Subsequent Events
Plan management has evaluated subsequent events through the date of the report which is
the date the financial statements were available to be issued.
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DEFERRED COMPENSATION PLAN FOR EMPLOYEES

OF MONROE COUNTY WATER AUTHORITY

Notes to Financial Statements, Continued

(3) Fair Value Measurements

Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) No.
820, Fair Value Measurements and Disclosures, provides the framework for measuring fair

value. That framework provides a fair value hierarchy that prioritizes the inputs to valuation
techniques used. The hierarchy gives the highest priority to unadjusted quoted prices in
active markets for identical assets or liabilities (level 1 measurements) and the lowest
priority to unobservable inputs (level 3 measurements). The three levels of the fair value
hierarchy are described below:

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical
assets or liabilities in active markets that the Plan has the ability to access.

Level 2 - Inputs to the valuation methodology include:

Quoted prices for similar assets or liabilities in active markets;
Quoted prices for identical or similar assets or liabilities in inactive markets;

Inputs other than quoted prices that are observable for the asset or liability;
and

Inputs that are derived principally from or corroborated by observable market
data by correlation or other means.

If the asset or liability has a specified (contractual) term, the level 2 input must
be observable for substantially the full term of the asset or liability.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair
value measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the valuation methodologies used at December 31, 2022 and

2021.

e Mutual funds - Valued at the daily closing price as reported by the fund. Mutual funds
held by the Plan are open-ended mutual funds that are registered with the Securities and
Exchange Commission. These funds are required to publish their daily net asset value
(NAV) and to transact at that price. The mutual funds held by the Plan are deemed to be
actively traded.

o Self-directed brokerage accounts - Invested in equity securities and money market
accounts. Equity securities are valued at the closing prices reported in the active markets
in which the individual securities are traded.

e Pooled separate accounts - Valued at the net asset value (NAV) of units held by the Plan
at year end. The unit values are calculated based on the observable NAV of the
underlying investments.
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DEFERRED COMPENSATION PLAN FOR EMPLOYEES
OF MONROE COUNTY WATER AUTHORITY

Notes to Financial Statements, Continued

(3) Fair Value Measurements, Continued

The following tables set forth by level, within the fair value hierarchy, the Plan’s assets at fair
value as of December 31, 2022 and 2021:

2022
Level 1 Level 2 Level 3 Total
Mutual funds $ 16,025,424 - - 16,025,424
Self-directed brokerage accounts 32,811 - - 32,811
Total $ 16,058.235 - - 16.058.235
2021
Level 1 Level 2 Level 3 Total
Pooled separate accounts $ - 20,122.896 - 20,122,896

(4) Investment Contract with Insurance Company

The Plan has a fully benefit-responsive investment contract with Empower Retirement, LLC,
who maintains participant contributions in a general account, amounting to $10,949,702 and
$11,638,383 as of December 31, 2022 and 2021, respectively. The account is credited with
actual earnings on the underlying investments and is charged for certain administrative
expenses of the Plan. The contract provides a liquidity guarantee for liquidations, transfers
or hardship withdrawals initiated by participants without incurring a settlement charge to
remove their funds from the Plan. Therefore, the contract is considered fully benefit-
responsive and is included in the financial statements at contract value as reported to the
Plan by Empower Retirement, LLC. Contract value represents contributions made under
contract, plus investment earnings or losses, less benefit payments and administrative
expenses. Therefore, no adjustment to contract value from fair value for fully benefit-
responsive investment contracts is presented on the statements of fiduciary net assets
available for plan benefits at either the year ended December 31, 2022 or 2021. The
declared interest rate as of December 31, 2022 and 2021 was 2.0%.

The Plan’s ability to receive amounts due is dependent on the issuers ability to meet its financial
obligations. The issuer’s ability to meet its contractual obligations may be affected by future
economic and regulatory developments.
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DEFERRED COMPENSATION PLAN FOR EMPLOYEES
OF MONROE COUNTY WATER AUTHORITY

Notes to Financial Statements, Continued

(4) Investment Contract with Insurance Company, Continued

Certain events limit the ability of the Plan to transact at contract value with the issuer. Such

events include the following: (1) amendments to the Plan documents (including complete or
partial Plan termination, or merger with another plan); (2) changes to the Plan’s prohibition
on competing investment options or deletion of equity wash provisions; (3) bankruptcy of
the Plan sponsor or other Plan sponsor events that cause a significant withdrawal from the
Plan; (4) the failure of the trust to qualify for exemption from federal income taxes or any
required prohibited transaction exemption under ERISA; or (5) premature termination of the
contract. The Plan administrator does not believe that any events which would limit the
Plan’s ability to transact at contract value with participants are probable of occurring.

In addition, certain events allow the issuer to terminate the contract with the Plan and settle at an

amount different from contract value. Such events include (1) an uncured violation of the
Plan’s investment guidelines, (2) a breach of material obligation under the contract, (3) a
material misrepresentation, and (4) a material amendment to the agreement without the
consent of the issuer.

(5) Income Tax Status

The Plan obtained its latest determination letter on September 15, 2011, in which the Internal

Revenue Service stated that the Plan, as then designed, was in compliance with the
applicable requirements of the Code. The Plan has been amended since receiving the
determination letter. However, the Plan administrator and the Plan’s tax counsel believe that
the Plan is currently designed and being operated in compliance with the applicable
requirements of the Code.

(6) Related Party Transactions

Certain Plan assets consist of notes receivable from participants which amounted to $245,201

and $218,820 at December 31, 2022 and 2021, respectively.
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