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INDEPENDENT AUDITORS’ REPORT 

ict as of and for the years 

xpress an opinion on 

dits in accordance with auditing standards generally accepted in the United States of 
Government Auditing Standards, issued by 

ing, on a test basis, evidence supporting the amounts and disclosures in the financial 
es used and the significant estimates made 
t presentation. We believe that our audits 

irly, in all material respects, the financial 
tin County Water District as of December31, 2011 and 2010, and the changes in financial 

ity with accounting principles generally 

ed March 6, 2012, on our 
rting and on our tests of 
ents and other matters. 
financial reporting and 

nion on internal control over financial 
t report is an integral part of an audit performed in accordance with Government 
e considered in assessing the results of our audit. 

erica require that the management’s 
t the basic financial statements. Such 
ired by the Governmental Accounting 
orting for placing the basic financial 

iate operational, economic, or historical context. We have applied certain limited 
supplementary information in accordance with auditing standards generally accepted 

t about the methods of preparing the 
ing the information for consistency with management’s responses to our inquiries, the 
ts, and other knowledge we obtained during our audit of the basic financial statements. 

because the limited procedures do 

Members - Private Companies Practice Section of the American Institute of cp,Ak 
Members - Kentucky Society of Certified Public Accountants 
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GALLATIN COUNTY WATER DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

December 31,201 I 

and analysis of the Gallatin County Water District’s financial performance provides an overview of the 
ial activities for the vear ended December 31, 2011. Please read it in coniunction with the District’s 

REQUIRED FINANCIAL STATEMENTS 

District report information about the District’s use of accounting methods which are similar 
r companies. These statements offer short and long-term financial information about its 

s all of the District’s assets and liabilities and provides information about the nature and 
esources (assets) and obligations to District creditors (liabilities). It also provides the basis for 
District and assessing its liquidity and financial flexibility 

enues and expenses are accounted for in the statement of revenues, expenses, and changes 
ures the success of the District‘s operations over the past year and can be used to 

ict has successfully recovered all its costs through its water rates and other fees. 

t is its statement of cash flows. The primary purpose of this statement is to provide 
and cash payments during the reported period The statement reports cash 

n cash resulting from operations, investing, and financing activities, and the 

nts provide required disclosures and other information that are essential to a full 
ded in the statements. ‘The notes present information about the District’s accounting 

nd activities, material risks, obligations, commitments, contingencies and 

re $7,842,163 and exceeded liab es in the amount of $3,931,164 (i.e. net 
e total net assets, $941,277 was unrestricted and was available to support short-term 

ecreased from year end 2010 to 2011 in the amount of $120,254 

creased $29,251 during the year. 

d by $15,244, attributable mainly to an increase in utilities- pumping, 
nses and increased sampling requirements. 

with all debt covenants required by borrowing agreements. 

51, net of depreciation, in 201 1. (See diagram below.) 
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including 

and accrued 
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GALLATIN COUNTY WATER DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

December 31, 201 I 

decreased $120,254, a s  a result of contributions in aid of 
i s  (before contributions) of $1 32,444.. 

Condensed Net Assets 

201 1 201 0 

construction of $1 2,190 offset 

Difference 
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GALLATIN COUNTY WATER DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

December 31,201 I 

20 in notes payable and bonds payable compared to $3,862,643 last year as  shown 
ble to t h e  payment of scheduled principal and interest payments. 

201 1 201 0 

$ 51 6,320 $ 539,443 

3,267,500 - 3,323,200 

$ 3,783,820 $ 3,862,643 

D NEXT YEAR’S BUDGETS AND RATES 

e minor system upgrades in 2012. 

me in 2012 to increase in accordance with pending rate case approval. 

FINANCIAL MANAGEMENT 

ovide our customers and creditors with a general overview of the District‘s finances 
s accountability for the money it receives, If you have questions about this report or need 

t t h e  District’s office at 4500 Highway 455, Sparta, KY 41 086. 
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TER DlSTR 
T ASSETS 
and 2010 

ICP 

201 1 

$ 630,802 
104,009 

2,567 
33,491 
9,566 

$ 780.435 

$ 560,919 
553 

41,608 
6,458,648 

$ 7,061,728 

$ 7,842,163 

$ 15,062 
4,846 

11,817 
2,151 

678 

73,705 
57,800 
23,425 

$ 189,484 

$ 3,209,700 
492,895 

350 

18,570 
$ 3,721,515 

$ 3,910,999 

$ 2,716,436 

273,451 
941,277 

$ 3,931,164 

201 0 

$ 633,400 
98,346 

2,513 
24,382 
9,732 

$ 768,373 

$ 523,146 
535 

43,038 

$8,048,391 

$ 11,195 
4,331 
9,936 

12,630 
2,008 

335 

75,035 
55,700 
23,123 

$ 194,293 

$3,267,500 
51 6,320 

350 

18,510 
$3,802,680 

$3,996,973 

$2,893,694 
20,000 

250,518 
887,206 -__. 

$4,051,418 
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GALLATIN COUNTY WATl 
TATEMENT OF REVENUES, EXPENSES, AND 

,,,Jed December For the Year- 

rges for Services: 
s (Net o f  Estimated Bad Debts) 

Total Charges for Services 
d Miscellaneous: 

l ing Service Charges 
nect and Disconnect Charges 

otal Other Charges and Miscellaneous 

ar 

3R DISTRICT 
CHANGES IN 
31, 2011 and 

FUND NET ASS 
201 0 

201 I 

$ 860,024 
$ 860,024 

$ 41,324 
20,582 

2,455 
!b 64.361 
- 

$ 924,385 

$ 4,448 
6,300 

14,961 
1,003 

69,984 
20,150 

21 1,709 
37,507 
29,672 

169 
16,223 
17,914 
8,307 
1,370 

39,402 
20,885 

1,835 
11,021 
68,036 

333,691 
$ 914,587 

$ 9,798 -- 

$ 13,268 
(154,079) 

(1,431) 

$ (142,242) -- 
$ (132,444) 

12,190 - 

$ (120,254) 

I 4,051,418 

- 

$3,931,164 

iETS 

201 0 

$ 830,773 
$ 830,773 

$ 31,820 
21,160 

2,266 
- $ 55,246 

$ 886,019 - 

$ 7,027 
5,800 
3,480 
1,228 

74,141 
22,469 

21 7,728 
38,656 
22,495 

177 
15,567 
13,737 
7,073 
1,385 

35,869 
18,461 

1,845 
1 1,476 
57,128 

- 343,601 
$ 899,343 

$ (13.324) 

$ 10,158 
(1 57,027) 

7,000 
-- $ (141,297) 

(1,428) 

$ (154,621) 
27,950 

$ (126,671) 

4,178,089 

$4,051,418 

See accompanying notes to the basic financial statements. Page 7 



Balances 
Per December 31,201 1 

Statement of 
Net Assets 

$ 93,388 
537,414 
488,401 

72,518 

$ 1 ,I 91,721 

Balances 
Per December 31,2010 

Statement of 

- 

Net Assets 
$ 205,106 

428,294 
452,190 

70,956 

$ 1,156,546 

2010 - 201 1 

$ 919,268 $ 885,362 
(54,670) (41,909) 

(227,430) (221,827) 
(317,885) (286,027) 

$ 319,283 $ 335,599 

$ 12,190 $ 7,950 
20,000 

(75,262) (66,373) 
7,000 

(78,823) (76,526) 
(155,409) . (158,280) 

$ (297,304) $ (266,229) - 

$ (110,682) $ (158,271) 
13,196 10,707 

$ (97,486) $ (147,564) 

$ (75,507) $ (78,194) 

657,296 735,490 

$ 581,789 $ 657,296 

Balances 
Per December 31,201 1 

Statement of 
Cash Flows 

$ 93,388 

488,401 

$ 581,789 

Balances 
Per December 31,2010 

Statement of 
Cash Flows 

$ 205,106- 
-- 

452,190 

$ 657.296 
(Continued) 
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GALLATIN COUNTY WATER DISTRICT 
STATEMENT OF CASH FLOWS 

For the Years Ended December 31,2011 and 2010 

ATING INCOME (LOSS) TO NET CASH 
PERATING ACTIVITIES 

Depreciation Expense 

Receivables, Net 
Accounts Receivable - Other 

ccounts and Other Payables 
ccrued Expenses 
ustomer Meter Deposits Payable 

010, Gallatin County Water District had not incurred 

notes to the basic financial statements. 

201 1 201 0 

$ 9,798 $ (13,324) 

333,692 343,601 

$ 319,283 $335,599 

any noncash transactions. 
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er 31,201 I and 2010 n-,.--..h 

GALLATIN COUNTY WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS 

December 31,2011 and 2010 

ely 1,890 customers in Gallatin, 
Counties of Kentucky, and regulated by the Public Service Commission of the Commonwealth 
Water District was formed under the laws of Gallatin County in September 1960 through the 

fine Gallatin County Water District for financial reporting purposes, management has 
component units. The decision to include a potential component unit in the reporting 

lying the criteria set forth in GAAP. The basic -- but not the only -- criterion for including 
unit within the reporting entity is the governing body’s ability to exercise oversight 
ost significant manifestation of this ability is financial interdependency. Other 

e not limited to, the selection of 
hority, the designation of management, the ability to significantly influence operations and 
for fiscal matters. The other criterion used to evaluate potential component units for inclusion or 

hips, regardless of whether the 
ble to exercise oversight responsibilities. Based upon the application of these criteria, the District 

nting policies follows: 

: As stated in Kentucky Revised Statutes (KRS) 278.015, “any water district 
t to the jurisdiction of the Public Service Commission.” In KRS 
Commission may establish a system of accounts to be kept by the 

its jurisdiction, and may prescribe the manner in which such accounts shall be kept. The 
red in accordance with generally accepted accounting principles 

overnmental Accounting Standards Board (GASB) pronouncements 
rds Board (FASB) pronouncements and Accounting Principles Board 
r 30,4989, unless they conflict with GASB pronouncements. 

ict are accounted for within a single proprietary (enterprise) fund. Proprietary funds are 
erations that are (a) financed and operated in a manner similar to private business 
ntent of the governing body is that the cost (expenses, including depreciation) of 

ublic on a continuing basis be financed or recovered primarily 
rning body has decided that periodic determination of revenues 
is appropriate for capital maintenance, public policy, management 

purposes. 

accrual basis of accounting. Under the accrual basis of accounting, revenues are 
expenses are recorded when the liability is incurred or economic asset used. 

applied to the District is determined by its measurement focus, 
on a flow of economic resources measurement focus. With this 

nd all liabilities associated with the operations are included on the statement of 
I assets net of total liabilities) are segregated into invested in capital assets, net 
restricted components. 

d expenses consist of those revenues and expenses that result 
District. Operating revenues consist primarily of charges for 

nues and expenses consist of those revenues and expenses that are related to 
of activities and result from nonexchange transactions or ancillary activities. 

strictions established by Bond Agreements when expenses are incurred for 
unrestricted net assets are available. The District has no policy defining which 
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GALLATIN COUNTY WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31,2011 and 2010 

: Property and equipment purchased or constructed is stated at  cost .  Interest related to  

ted a t  latest cost. 

Note 9 for the District’s policy on vacation and personal days. 

pita1 contributions 
rant monies were 
were received by 
nty Fiscal Court 

the various net earnings from operating and non-operating revenues, expenses  
vested in capital 
t of related debt, 
ng debt that is 

er from those estimates. 

ents  (including restricted asse ts )  with a maturity of three months o r  less when 
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GALLATIN COUNTY WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31,201 I and 2010 

NOTE 2 - DEBT RESTRICTIONS AND COVENANTS (Continued) 

outstanding on all i s sues  were made timely during the years  

ired in accordance with the original RECD Bond issue and  w a s  
. The cumulative requirement of these i ssues  was  a monthly 

til the balance accumulated to $71,600. The 2000 Bond Resolution required 
he depreciation reserve account a s  long as any bonds  payable remain 
,800 is accumulated. The 2002 Bond Resolution requires an additional 

5 per month until $7,800 (additional) is accumulated. The 2006 Bond Resolution requires an  
sfer of $865 per month until an additional $103,800 is accumulated in the  reserve. This additional 

deposits must be resumed any time the  account(s) fall below the balance 

ent  Reserve is required by the District’s Assistance Agreement (699-02) 
the agreement, the District must deposit into th i s  account a n  

yment until the amount accumulated on deposit is equal to 5 %  
oan. Assuming all payments are  made a s  required, t h e  account will be 

red in 201 I and 201 0. 

equired under the letter of conditions establishing funding for the 2006 
oject. Under this  agreement, the District must deposit $5,535 monthly into the account. 

to replace or  add short  lived a s se t s  in the  District’s water system. 
ng 2011, $31,664 was used to finance the acquisition of a new service 

istrict to invest in obligations of the United States and its agencies and  
ments, through sources  including national and s ta te  banks  

cky, obligations and contracts for future delivery backed by the full faith of the United States 
sl bearing accounts in institutions insured by the Federal 

estments described therein provided that approved securities a r e  
amount equal to the amount of those funds. The District may 

g the requirements of the statute. 

ng deposits of cash are  discussed above. The table presented 
the  level of custody credit risk assumed by the District based upon how its 
d with collateral at  December 31, 2011 and 2010. The categories of credit risk a r e  

by FDIC Insurance or  collateralized with a depository surety bond or securities held 
(public trust) o r  by its agent in its name. 

ut collateralized with securities held by the pledging financial institution’s t rust  
nt in the  District’s name. 

alized; or collateralized with securities held by the pledging 
institution, o r  by its trust department or agent but not in the District’s name; o r  

lized with no  written or approved collateral agreement. 
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GALLATIN COUNTY WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31,2011 and 2010 

Custody Credit Risk Category Total Carrying 

$ 101,972 $ - $  - $  93,318 
2 3 Value 

- 1,098,333 -- - - 180,473 
$1,019,832 $ 180,473 $ - $ 1,191,651 

Total Bank Custody Credit Risk Categary Total Carrying 
2 

50,352 931,440 

3 Value - .  
$ 224,580 $ 224,580 $ - $  - $ 225,036 

$1,105,668 $ 50 ,352  $ - $ 1,156,476 

t of Net Assets: 
December 31,201 - 1 -- December 31,2010 
$ 630,802 $ 633,400 

560,919 523,146 

$ 1,191,651 $ 1,156,476 
(70) (70) -- 

December 31,201 I __ December 31,2010 

132,860 $ i 31,088 
175,519 159,197 
23,285 22,737 

191,031 155,391 
38,224 34,733 

- 20,000 

$ 560,919 $ 523,146 

ce and Replacement Reserve 

December 31, 2011, December 31,2010 

$ 553 $ 535 

$ 553 $ 535 

Receivable has been netted with an Allowance for Bad Debts of $15,863 and $11,750 
rovided for bad debts represents the portion of the to1 

Page ' 
n historical collection data. 

at 
:a I 
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GALLATIN COUNTY WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31, 2011 and 2010 

the years ended December 31,2011 and 2010, was as follows: 

Balance at Balance at 
. January 1, 2011 Additions Disposals - December 31, 201 1 

,+ ??c --mn 
LLU,LLIl $ P 

31,926 
344,910 

8,462,759 
372,187 
286,320 

$ 226,229 $ 

31,926 
344,910 

8,429,375 33,384 
366,887 5,300 
262,931 23,389 

" C  n0-Y 

$ 9,662,258 
16.967 ___ 

$ 79,040 
~ 1 0 , J W i  

$ 9,741,298 

(31,926) $ $ 

(78,431) 
(288,754) (2,857,141) 

( I  07,273) 

$ 
(69,459) (8,972) 

(93,630) ( I  3,643) 
(2,568,387) 

- - - - - -. 
( I  85,557) 

$ (2,948,959) 
(22,322) 

$ (333,691) - 
$ 6,713,299 $ (254,651) 

(207,WY 1 
$ (3,282,650) 
- 

$ 6,458,648 

January 1,2010 Additions Disposals December 31, 201 0 

.* ? I C  990 

(1 80,280) (25,532) 20,255 (1U5,53/) 

$ (2,625,613) $ (343,601) $ 20,255 (2,948,959) 

- $  6,713,299 $ 6,990,527 $ (277,228) $ 

nder the District's .. . Plant Assets were 

i 201 0, respectively. 

L L U , L L i l  $ P 

31,926 
344,910 

66,373 8,429,375 

366,887 366,887 _ _ .  

$ 226,229 $ 

31,926 
344,910 

8,363,002 

283.186 (202 

$ 9,616,140 
- 

$ 66,373 
55) ___ 

$ (20,255) 
262.931 - 

$ 9,662,258 

$ 

-""-. , .--- 
(31,926) $ 
(60,486) (8,973) 

(80,252) (13,378) 

(69,459) 
(295,718) (2,568,387) 

(93,630) 

$ 

(2,272,669) 

.--- ---\ 

e capital assets not being depreciated. Included u 
fully depreciated assets, at December 31, 201 I and 2010, respectlvely. 

gregated $333,691 and $343,601 in 2011 anc 
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GALLATIN COUNTY WATER DISTRICT 

December 31,201 1 and 2010 
OTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

re collected upon installation of water service. This amount is to be refunded to the 
continuation of service (after the customer's bill has been paid in full) or one year pending a 
nt record. Deposits received from customers are held in an interest bearing account (which is 

Records are maintained which detail the accrued 
deposit based on the current annual rate. Accrued interest is paid annually and 

financial statements as restricted cash). 

osits represent amounts collected for hookups on future line extensions. 

010, the long-term debt payable consisted of the following: 

hority note payable 
secured by water revenues. 
per annum. The original 

96. Payments of principal, 

ue Bonds of 1988 Series A, original issue 
y water revenues. Interest 
per annum. Final maturity 

e Bonds of 1988 Series 8, original issue 
$108,000, secured by water revenues. Interest 

annum. Final maturity 

ds of 1993, original issue amount of 
nues. Interest is charged 
Final maturity is January 

1996, original issue amount of 
er revenues. Interest is charged 

num. Final maturity is 

December 31,201 I ,December 31,2010 

$ 516,320 $ 539,443 

$ 516,320 $ 539,443 

$ 23,425 $ 23,123 
492,895 51 6,320 

$ 516,320 $ 539,443 

$ 194,000 

74,000 

318,000 

306,100 

$ 201,000 

77,000 

327,000 

312,400 

Page 15 



GALLATIN COUNTY WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31, 201 I and 201 0 

December 31,201 I December 31 , 201 0 
0 Series A, original issue 

annum. Final 
325,800 331,200 

enues. Interest 
per annum. Final maturity 

002, original issue amount of 
revenues. Interest is charged 

99,200 

y water revenues. interest 

483,700 489,400 

$ 3,267,500 $ 3,323,200 

57,800 $ 55,700 
3,267,500 

$ 

$ 3,267,500 $ 3,323,200 
3,209,700 

mpensated Absences $ $ 9,936 

changes in long-term debt for the years ended December 31,201 I and 2010. 

Current 
January 1,2011 Additions Repayments December 31, 201 1 Portion 

Balance at Balance at 

539,443 $ - $ (23,123) $ 516,320 $ 23,425 
3,323,200 (55,700) 3,267,500 57,800 

(9,936) 
"- -.--- 9,936 

$ 3,872,579 $ - $ (88,759) $ 3,783,820 $ 81,225 

Page 16 

11 9,700 

1,347,000 

100,800 

121,400 

1,363,000 
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GALLATIN COUNTY WATER DISTRICT 

December 31,201 1 and 2010 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINU IED) 

as follows: 

At the end of lst year I week of vacation 
2 weeks of vacation 
3 weeks of vacation 

r year due, is lost, unless specifically approved by the Commissioners. In 
under which employees accrue 5 days of personal leave per year. In 2009, 

which an employee may accumulate up to  60 days  (previously it was 30 
accrues a liability for compensated absences,  which meet the following 

relating to employees’ rights to receive compensation for future absences is 
services already rendered. 

that vest  or accumulate. 

sation is probable. 

nably estimated. 

, the  District accrues a liability for compensated absences.  No accrued 
ayable at December 31, 2011. $9,936 of compensated absences  were accrued at  

nd charged to  expense for the years ended December 31,201 1 and 2010 was $1 54,248 
No interest was  capitalized in 2011 or  2010. 

December 31, 2011 December 31, 2010 

$ 20.000 

$ $ 20,000 

$ 346,603 $ 325,018 
553 535 

(73,705) (75,035) 
$ 273,451 $ 250,518 

een netted with estimated bad debt expense of $10,821 and $10,267 at December 

arious forms of loss of assets  associated with the risks of fire, personal liability, theft, 
responsibility, etc. Each of these risks is covered through 
he Kentucky Association of All Lines Fund (KALF). The 

ployee injury. These risks are covered through premiums 
s’ Compensation Self-insurance Fund. Such  coverage is 

based on experience. 
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GALLATIN COUNTY WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31,201 I and 2010 

rement System (CERS) was authorized by 
, electing employees and all new employees 

ent financial report on CERS is included in the 
2010. Copies of this report will be distributed to  
rement System, County Employees Retirement 
be available to Legislative personnel and state 

is a cost-sharing multiple-employer defined benefit pension plan that covers 
-time members employed in non-hazardous duty positions of each participating 

1 agencies electing to  participate in CERS. The 
n members. Retirement benefits under the plan 

other factors as fully described in the plan 
s of plan members under circumstances. Cost- 
State legislature. 

d June 30, 2011, and 2010, plan members were required to contribute 5% of 
ion. Participating employers were required to  contribute at an actuarially 

Per Kentucky Revised Statute Section 61 565 (3), normal contribution and past service 
I1 be determined by the Board of Trustees of the Kentucky Retirement Systems (Board) on 
valuation last preceding the July I of a new biennium. The Board may amend contribution 

if it is determined on the basis of a subsequent 
ssary to  satisfy requirements determined in 

dopted by the Board. For the fiscal years ended June 30, 2011 and 2010, 
spectively, of each employee’s creditable 
ber 1, 2008). The actuarially determined rates 

al years ended June 30, 2011 and 2010 were 16.93% and 20.91%, respectively. 
tucky Retirement System are financed through employer contributions and 

ne 27, 2008, plan members who began 
tribute a total of 6% of their annual creditable 

of the contribution was deposited to  the member’s account while the 1% was 
e Pension Fund (see Kentucky Administrative 
bers’ accounts at a rate of 2.5%. If a member 
entitled to a full refund of contributions and 

For plan 
contributions remain at 5% of their annual 

n-refundable and is forfeited. 

creditable compensation. 

ict’s total payroll for the year ended December 31, 2011, was $235,633. Contributions were based on 
pension expense for the fiscal year ended December 31, 2011, was 
employees, respectively. All contributions were made as required 

ed December 31, 2010, was $223,875. Contributions were based on 
I pension expense for the fiscal year ended December 31, 2010, was 

ployer and employees, respectively. All contributions were made as required 

ded June 30, 2011 and 2010, was .0104% and .0104%, respectively, of 
s for al l  employers. 
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GALLATIN COUNTY WATER DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31,2011 and 2010 

Retiree Drug Percentage 
Contributions Subsidy Contributions Contributions 

373,682,939 
100.7% 

9,156,991 84.5% 
303,046,162 7,623,628 73.0% 

s Insurance Fund (Fund) was established to provide hospital and medical 
benefits from CERS. The Fund pays a prescribed contribution for whole or 

I insurance for current beneficiaries. 

cky American Water District under which 
y American Water at a price of $1.46 per 

reement is for a term of 20 
ritten notice as specified. 

purchase of treated water. 
or water became effective July 28, 1986, and extended for a period of forty-five (45) years. 

ty Water District will be 
o be purchased monthly. 

d to transfer ownership of its 8” Smith Avenue line to the City. 

t has entered into a water-supply agreement with Kentucky Speedway, LLC. Under the terms of the 
Speedway, LLC is assessed an annual minimum charge of $35,000 for annual usage up to  

he Speedway is billed monthly the minimum installment plus sales tax and school tax. When 
exceeds the annual maximum, the Speedway is charged the current rates in effect for that 

% of total water revenue was received from Kentucky Speedway, LLC for the years ended 
December 31,2011 and 2010, respectively. 

NOTE 18 - COMMITMENTS AND CONTINGENCIES 

the Public Service Commission and Franklin and Gallatin Courts regarding its 
services within that area. 

into contracts for relocation andlor improvements to its distribution system at Kentucky 
is relocating and increasing the size of some of its lines and adding an extension along 

rtct will be reimbursed for the costs associated with the relocation. The rest of the costs of 
ith District funds. 

sion are estimated to cost $95,017, of which $7,419 will be reimbursed to the District 
ortation Cabinet. 
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ON INTERNAL CONTROL OVER FINANCIAL 
AND ON COMPLIANCE AND OTHER MATTERS 

n County Water District, as of and for the year 
rt thereon dated March 6, 2012. We conducted 
rally accepted in the United States of America 
ned in Government Auditing Standards, issued 

I of the United States. 

County Water District’s internal control 
ur auditing procedures for the purpose of 
not for the purpose of expressing an opinion 
t’s internal control over financial reporting. 
ctiveness of Gallatin County Water District’s 

internal control over financial reporting was for the limited purpose described 
entify all deficiencies in internal control over 
or material weaknesses and therefore, there 
iciencies, or material weaknesses have been 

as described in the accompanying schedule of findings and responses, we 
financial reporting that we consider to be 

or operation of a control does not allow 
rming their assigned functions, to prevent, 

nd correct misstatements on a timely basis. A material weakness is a deficiency, or a 
t there is a reasonable possibility that a 

will not be prevented, or detected and 
s. We consider the deficiencies described in the accompanying schedule 
to be material weaknesses (Items 11-1 and 11 -2). 

COMPLIANCE AND OTHER MATTERS 

ining reasonable assurance about whether Gallatin County Water District’s financial 
f material misstatement, we performed tests of its compliance with certain 

ations, contracts, and grant agreements, noncompliance with which could 
al effect on the determination of financial statement amounts. However, 

on compliance with those provisions was not an objective of our audit, and 
not express such an opinion. The results of our tests disclosed no instances of 
other matters that are required to be reported under Government Auditing 
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rs that we reported to management of Gallatin County Water District in a 

ponse to the findings identified in our audit is described in the 
s and responses. We did not audit Gallatin County Water 
we express no opinion on it. 

solely for the information and use of management, the Rural Economic 
t Service, Kentucky Infrastructure Authority, other lending agencies, and 

is not intended to be and should not be used by anyone other 

ified Public Accountants 
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GALLATIN COUNTY WATER DISTRICT 
SCHEDULE OF FINDINGS AND RESPONSES 

For the Year Ended December 31,201 I 

report expresses an unqualified opinion on the financial statements of the Gallatin County 

in internal control related to the audit of the financial statements are reported in the 
I Control Over Financial Reporting and on Compliance and Other Matters Based on an 

f Financial Statements Performed in Accordance with Government Auditing Standards. Items 
e reported as material weaknesses. 

iance material to the financial statements of Gallatin County Water District, 
to be reported in accordance with Government Auditinq Standards, were 

STATEMENTS AUDIT 

ITING STANDARDS 

HECKING PROCEDURES 

and checking procedures are not in place for certain 
trol. This condition was also cited as a material weakness in 

and responses for the year ended December 31,201 0 as 10-4. 

e management with reasonable, but not absolute, assurance that 
m unauthorized use or disposition, and allow timely preparation of 

nt with management assertions. 

iated with individual positions limit the availability of individuals to rotate duties and 

ely record, process, summarize and report financial data. 

trive to provide cross-training for administrative staff and implement checking 

nagement believes adequate resources have been expended and 
commensurate with the staff size and responsibility of financial 
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GALLATIN COUNTY WATER DISTRICT 
SCHEDULE OF FINDINGS AND RESPONSES (Continued) 

For the Year Ended December 31,2011 

EMENTS AUDIT (Continued) 

G STANDARDS (Continued) 

NAL CONTROL (Continued) 

E COMPLETE SET OF FINANCIAL STATEMENTS INCLUDING REQUIRED NOTE 

including the required disclosures, are prepared as part of the annual audit. 
as a material weakness in the schedule of findings and responses for the year 

e to provide management with reasonable, but not absolute, assurance that 
uired notes are prepared in accordance with generally accepted accounting 

is financial statements and disclosures are prepared during the audit process. The 
’s general ledgerlfinancial reports. 

o prepare the draft of the financial statements, including the related notes 
ents. Management reviewed, approved, and accepted responsibility for the financial 

ement should continue to enhance its knowledge of reporting requirements in providing 

his service is a result of management’s cost benefit decision to use others’ accounting 
resource costs. We concur with the recommendation and will continue to 
wledge in performing our oversight responsibilities. 
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513 HIGHLAND AVENUE 
P.0. BOX 354 
CARROLL,TON, KENTUCKY 41008 
(502) 732-6655 FAX (502) 732-6161 

RURAL DEVELOPMENT COMPLIANCE LETTER 

Schedule of Findings and Responses. 

of Gallatin County Water District appear adequate. 

006 issues to the Depreciation Account and those required in the establishment of a short 
t began in January, 2008. 

ting records were kept on forms and in the manner suggested by Rural 

is secured by FDIC Insurance ($132,860). Deposits in excess of FDIC coverage at First 
Bank are secured by two Federal Home Loan Bank letters of credit for $535,000 and 

Members - Private Companies Practice Section of the American Institute of CPAs 
Members - Kentucky Society of Certified Public Accountants 

Page 25 



ay be summarized as follows: 

$ 3,000,000 

!$ 1,000,000 

$ 3,802,455 

$ 100,000 

$ 211,000 
21 1,000 
21 1,000 

$ 100,000 

Statutory 

District is a governmental unit and thus 

s of December 31,201 1, may be aged as 

Lia bilitylEac 

each 

exempt from 

; follows. 

otal Accounts 

Allowance for Net Accounts 
Uncollectibles Receivable 

$ 15,863 $ 104,009 

RAISOR, ZAPP & WOODS, PSC 

:h Accident 

income taxes. 

Over 60 

$ 19,115 
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