


Anaysis (MD&A). This letter of transmittal is intended to compliment MD& A and should be
read in conjunction with it. The District's MD&A can be found immediately following the
report of the independent auditors.

Included in the accompanying financial statements are al accounts of the Northwestern Water
and Sewer District. For accounting purposes, the District is accounted for as a single
enterprise fund. Thereporting is described in Note 1 to the financia statements.

Included at the end of the Statistical Section is a section titled “Continuing Disclosure
Requirements’. The schedules in this section are in addition to those required by the
Government Finance Officers Association and are presented in compliance with the terms of
the Continuing Disclosure Agreement in conjunction with the issuance of the Water Resource
Improvement and Refunding Revenue Bonds, Series 2002.

PROFI L E OF T H E DI S-rRl CT Northwestarn Watar & Sewer District

Members

The Didtrict is a regional water and sewer -
district established pursuant to Chapter 6119
of the Ohio Revised Code. The District is
operated pursuant to the authority of the Ohio
Revised Code which specifically authorizes
the formation of such districts.
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In 1991, the County of Wood, Ohio, together 5
with five municipalities and 14 townships, T .
petitioned the Court of Common Pleas of | ™7
Wood County for the establishment of a B
regiona water and sewer district under - %
Chapter 6119, Ohio Revised Code, to assume ™ M ey i
ownership and operation of the water and - BB o = o
sewer facilities owned and operated by the
County. The Court created the District on May 18, 1992 and approved a formal plan of
operation on September 29, 1993. The District is currently comprised of 9 municipalities and
20 townships.

The District has authority to levy taxes to pay current operating expenses or debt service
charges only with a vote of amagjority of its electors. The District may submit the question of
issuing bonds of the District and levying a tax outside the ten-mill limitation imposed by
Article X1I, Section 2 of the Ohio Constitution to pay the principal and interest on such bonds
to the electors within the territorial limits of the District. The District may aso submit to its
electors the question of levying a tax in excess of the ten-mill limitation to pay current
expenses of the District or to pay any portion of the cost of water resource projects. Such levy
may not exceed ten years. The District currently has no plans to submit a bond issue or tax
levy toits electors.



The District may assess rea estate for the cost of improvements to the water or sewer system
and may issue bonds or notes in anticipation of the collection of such assessments. The
District may also issue revenue resource bonds and notes the principal of and interest on which
is payable from District revenues generated from charges for water and/or sewer services.

General provisions regulating the District’s budget and appropriation procedures are set forth
in the Ohio Revised Code. The Executive Director is required to submit the District’s
operating and capital budgets to the Board of Trustees and they are required to adopt such
budgets by March 31 of the year to which they apply.

FACTORSAFFECTING FINANCIAL CONDITION

L ocal Economy

Wood County is centrally located in the Toledo Trade Area, and is classified as belonging to
the Toledo Metropolitan Statistical Area (MSA). The 2009 population of the MSA is
estimated to be approximately 649,000, of which the County accounted for approximately
125,380 in 2009. The County is the second largest in the Toledo MSA.

The Wood County economy is composed of three major activities: agriculture, manufacturing
and education. Agriculture has aways been an important part of Wood County, both
economically and socialy.

Manufacturing is another critical component of the Wood County economy. Most
manufacturing industries in the county are involved in either the production of food stuffs,
automotive parts and sub-assemblies or machinery. However, the County has seen a
diversification of its industrial tax base over the last several years. Based on 2009 data
compiled by the Ohio Office of Workforce Development, manufacturing accounted for 33% of
the Wood County employment base. This was followed by service providing at 32% and
trade, transportation and utilities at 12%. The average per year salary by manufacturing
employees in the county in 2004 was $49,051.

Higher education is also of mgjor significance to the Wood County economy. Bowling Green
State University, located in the City of Bowling Green, serves as the center of this activity. For
the 2008-09 school year, the university had 20,000 students, 875 full-time faculty as well as
1,915 full and part-time administrative and classified staff. In addition to Bowling Green State
University, Wood County is home to Owens Community College. For 2009 Owens had a
student enrollment of 45,000 in over 130 program areas by a faculty of over 1,300 full and
part-time. Students, faculty and staff members of both higher education facilities contribute
heavily to the economy of Wood County.



Long-Term Financial Planning

In 2009, the District established a strategic architecture that identified a mission statement,
three key business drivers and action plans for each of the three business drivers. The action
plans became the basis for establishing the 2009 budget. This process will continue in 2010
with results measured and compared to the plan. The main focus of the plan will be on how to
continue to grow the District while not providing an undue financia burden on our customers.

In 2009, the Board decided that it was in the interest of the District to begin the process of
including depreciation in the rate structure. To this end, the District will build depreciation
into both the water and sewer rates over afifteen year phasein. At the end of this process the
board will no longer need to rely solely on borrowing to fund infrastructure replacements.

The District has been informed by three of its wastewater treatment suppliers that the District
will need to address inflow and infiltration of ground water into its sewers. To accomplish this
could require the District to construct several large retention facilities that could cost $2
million to $4 million each.

At year-end, the District had debt outstanding of $46,156,888. Outstanding bonds of the
Didtrict are rated A3 by Moody’s and AA- by Standard & Poor’s rating agencies. The District
has a MIG-1 rating from Moody’ s on short-term borrowing. In May of 2010, the District was
informed by Moody’s that it raised the District rating to Aa3. Notes 4 and 5 to the audited
financial statements include schedules of debt outstanding and future debt service
requirements.

DISTRICT MAJOR INITIATIVES

2009 Award

For an exemplary safety record, the District received the Ohio Water Environment Association
Safety Award.

Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to Northwestern
Water and Sewer District for its Comprehensive Annual Financial Report (CAFR) for the year
ending December 31, 2008. This was the sixth year that the District has achieved this
prestigious award. In order to be awarded a Certificate of Achievement, a government must
publish an easily readable and efficiently organized comprehensive annual financial report.
This report must satisfy both generally accepted accounting principles and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our
current comprehensive annua financial report continues to meet the Certificate of
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Achievement Program’s requirements, and we are submitting it to the GFOA to determine its
eligibility for another certificate.

Stony Ridge/L emoyne Sewer System
Construction of a sewer collection system for the Villages of Stony Ridge and Lemoyne will

begin in 2010 and will cost an estimated $5.3 million. This system will convert approximately
310 homes and other facilities from septic tanks to a central collection and treatment system.

Eastwood Commer ce Center

The District is providing water and sewer service to a
400 acre parcel in Troy Township that will be
marketed by the State of Ohio as a manufacturing site.
The estimated cost of this project is $7.2 million with
the State of Ohio providing 37% of the funding with a
grant and the remaining cost split between the District
and the owner of the property.

INDEPENDENT AUDIT

Included in this report is an unqualified opinion
rendered on the District’s financial statements for the year ended December 31, 2009, by
Cliffton Gunderson LLP., afirm of licensed independent certified public accounts. As part of
the preparation of the comprehensive annual financial report, the District subjects its financial
statements to an annual audit. The annual audit serves to strengthen the District’s accounting,
internal and budgetary controls.
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The preparation of this comprehensive annual financial report would not have been possible
without the efficient and dedicated services of al of the district departments and their staff. A
special acknowledgement goes to Vaerie Megyesi, Accounting Manager, for her dedication to
details in preparing the District’ s financia information.
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President

Vice President
Secretary/Treasurer
Member

Member

Member

Member

Member

Member

Jerry R. Greiner
William J. Barber
Dave E. Cook
Dan E. Wickard
Beth A. Vannett
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Board of Trustees

Date Originally

Name | nstalled
John Cheney 7/21/92
Alex Molner 1/16/97
John Current 7/21/92
John Ault 7/21/92
William Hirzel 1/10/08
MelindaKae 1/11/07
Lyle Schulte 1/01/99
Adam Seibert 9/04/08
Phillip Shaffer 9/14/95
Senior Staff

Executive Director

Engineer

Finance Director

Superintendent

Office Manager &
Board Clerk
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Term
Expires
12/31/10
12/31/12
12/31/14
12/31/12
12/31/14
12/31/14
12/31/10
12/31/12
12/31/10



ORGANIZATIONAL CHART

NORTHWESTERN WATER AND SEWER DISTRICT
DECEMBER 31, 2009

BOARD OF TRUSTEES

CLERK OF THE BOARD
BETH VANNETT

ASST. CLERK OF THE BOARD)
LEANNE O’BRIEN

EXECUTIVE DIRECTOR
JERRY GREINER

FINANCE DIRECTOR OFFICE MANAGER SUPERINTENDENT ENGINEER
DAVE COOK BETH VANNETT DAN WICKARD WILLIAM BARBER

Number of Employees by Department

Administration 2
Engineering 10
Operations 29
Finance 3
Office 5

Total Employees December 31, 2009 49
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