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' #2 NTY WA1 t K  Ulb I KIL I 

STATEMENTOFNETASSETS 
December 31,2011 and 2010 

ccounts Receivable (Net) 

Restricted Assets: 
ash, Including Time Deposits 
ccrued Interest Receivable 

namortized Bond Issue Costs (Net) 

201 0 201 1 

$ 403,702 
606 

538,549 
797 

138,939 

$ 362,479 
382 

469,827 
1,365 

140,989 

ncluding Time Deposits 
ccrued Interest Receivable 

29,896 15,435 
$ 1,004,938 $ 1,098,028 

$ 1,793,299 
5,670 

75,000 
104,028 

$ 1,758,694 
4,855 

Construction Grants Receivable 
98,041 

14,021,055 
$ 15,882,645 

-. 
---- 

14,071,492 
$ 16,049,489 

$ 17,147,517 $ 16,887,583 

$ 63,199 

22,985 
43,900 
14,031 
7,299 

626 

$ 60,220 
2,000 

26,255 
34,170 
16,365 
7,120 

594 

Accrued Salaries, Wages & Benefits 
ployee Withholding 

from Restricted Assets: 
le - Customer Deposits 

enue Bonds Payable 
Total Current Liabilities 

1.602 796 
399,000 

$ 546,520 - 
- 3887000 

$ 541,642 

e (Net of Unamortized Bond Discount & 
remium of $58,903 for 201 I and $61,552 for 201 0) $ 8,015,448 

(21 5,370) 
$ 7,619,097 

(202,975) Deferred Loss-Early Debt Retirement 
Noncurrent Liabilities Payable from Restricted Assets: 

85,400 66,040 ustomer Deposits Payable 
s Held for Future Lines 29,200 

$ 7,511,362 - 
-- 

$ 7,885,478 

- $ 8,427,120 $ 8,057,882 

$ 5,925,890 
241,362 

1,380,296 
I ,I 72,849 -. 

$ 6,301,974 
382,052 

1,202,801 
942,874 

Invested in Capital Assets, Net of Related Debt 
estricted for Capital Projects 

$ 8,720,397 $ 8,829,701 

Page 2 See accomDanvinq notes to the basic financial statements. 



I FUND NET ASSETS 
2010 

201 1 

$ 2,989,572 
233,237 

3,222,809 $ 

$ 28,370 
86,534 

__- 

37,432 
$ 152,336 

.--- 

$ 3,375,145 - 

122,478 
59,392 
28,800 
1,575 

129,640 
1,715 
43,360 
223,136 
6,516 
59,120 
531,835 

609 
54,650 
80,460 
398,664 
4,967 

322,478 
20,685 
26,857 
835,486 

$ 2,952,423 

$ 

$ 422,722 

$ 25,215 
(349,357) 
(21,031) 
(345,173) -- $ 

$ 77,549 
31,755 

$ 109,304 

8,720,397 

$ 8,829,701 

g notes to the basic financial statements. 

201 0 
_I 

$ 2,862,764 
233,033 

$ 3,095,797 - 

$ 26,422 
77,686 
29,108 
133,216 $ 

3,229,013 $ 

$ 111,064 
58,096 
27,900 
1,514 

124,172 
2,957 
49,230 
206,475 
4,774 
60,317 
570,238 

635 
53,060 
79,435 
404,789 
4,584 

282,609 
19,329 
27,265 
833,845 

$ 2,922,288 

$ 306,725- 

$ 40,656 
(409,569) 
(1 5,755) 

_̂ _I__-- 

$ (384,668) 

$ (77,943) 
52,245. 

$ (25,698) 

_. 

8,746,095 - 
$ 8,720,397 
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HENRY COUNTY WATER DISTRICT #2 
STATEMENT OF CASH FLOWS 

For the Years Ended December 31,2011 and 

ING ACTIVITIES 

sed) by Operating Activities 

NCING ACTIVITIES 
I Assets (Including Work In Process) 

se (Decrease) in Cash and Cash Equivalents 

Beginning of the Year 

-End of the Year 

Balances 
Per December 31,201 I 

Statement of 
Net Assets 

310,035 
958,694 
800,000 

Balances 
Per December 31,201 0 

Statement of 
Net Assets 

793,299 
1,000,000 

o the basic financial statements. 

201 0 

201 1 

$ 3,423,939 
(1,478,845) 

(689,573) 
29,508 

$ 1,285,029 
- 

$ (785,709) 

(388,000) 

75,000 
60,955 

$ ( I  ,387,111) 

(349,357) 

26,254 
$ 23,328 

201 0 

$ 3,086,679 
(1,355,329) 

(699,687) 
3,612 

$ 1,035,275 

$ (438,977) 
5,663,000 
(161,903) 

(6,539,168) 
(409,569) 

55,000 
- 74,122 - 

$ (I ,757,495) 

$ 605,623 
46,276 

5 651.899 

1,089,892 1,160,213 

$ 1,011,138 $ 1,089,892 

- -  

Balances 
Per December 31,201 1 

Statement of 
Cash Flows 

$ 52,444 

958,694 

$ 1,011,138 

Balances 
Per December 31,201 0 

Statement of 
Cash Flows 

$ 296,593 

7 9 3,2 9 9 

$ 1,089,892 

(Continued) 
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201 0 - 201 I 

$i 422,722 $i 306,725 

833,845 

(142,388) 
54 

24,398 
3,829 

11,470 
1,657 

(4731 5) 

$i 1,035,275 

for 

for the 
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HENRY COUNTY WATER DISTRICT #2 
NOTES TO BASIC FINANCIAL STATEMENTS 

December 31,201 I and 201 0 

ny serving approximately 6,300 
helby, and is regulated by the 
t was formed under the laws of 

ry County Water District #2 for financial reporting purposes, management has 
mponent unit in the reporting 

only -- criterion for including 
ability to exercise oversight 
I interdependency. Other 
t limited to, the selection of 

influence operations and 
onent units for inclusion or 
, regardless of whether the 
these criteria, the District 

nt accounting policies follows: 

: As stated in Kentucky Revised Statutes (KRS) 278.015, “any water district 
ubject to the jurisdiction of the Public Service Commission.” In KRS 
rvice Commission may establish a system of accounts to be kept by the 
may prescribe the manner in which such accounts shall be kept. The 

repared in accordance with generally accepted accounting principles 
overnmental Accounting Standards Board (GASB) pronouncements 

ards Board (FASB) pronouncements and Accounting Principles Board 
ber 30,1989, unless they conflict with GASB pronouncements. 

unted for within a single proprietary (enterprise) fund. Proprietary funds are 
e (a) financed and operated in a manner similar to private business 

tent of the governing body is that the cost (expenses, including depreciation) of 
al public on a continuing basis be financed or recovered primarily 

governing body has decided that periodic determination of revenues 
ome is appropriate for capital maintenance, public policy, management 

control, accountability, or other purposes. 

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

ng treatment applied to the District is determined by its measurement focus. 
istrict are accounted for on a flow of economic resources measurement focus. The 
this measurement focus are the determination of operating income, changes in net 

position, and cash flows. With this measurement focus, all assets and all 
rations are included on the statement of net assets. Net assets (i.e., total assets 
egated into invested in capital assets, net of related debt; restricted; and 

revenues and expenses consist of those revenues and expenses that result 
ons of the District. Operating revenues consist primarily of charges for 
nd expenses consist of those revenues and expenses that are related to 

of activities and result from nonexchange transactions or ancillary activities. 
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HENRY COUNTY WATER DISTRICT #2 

December 31,2011 and 2010 
ES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

NOTE I - DESCRIPTION OF ENTITY AND SIGNIFICANT ACCOUNTING POLICIES (Continued) 

The District adheres to the use restrictions established by Bond Agreements when expenses are incurred for 
which both restricted and unrestricted net assets are available. The District has no policy defining which 
resources (restricted or unrestricted) to use first. 

Property and equipment: Property and equipment purchased or constructed is stated at cost. The District’s 
policy is to capitalize asset purchases exceeding $500 for office equipment and $1,000 for service equipment. 
The cost of meters, including installation, is recorded at the Public Service Commission approved charge of 
$1,120. Interest related to costs, and major improvements, renewals and replacements is capitalized as a cost of 
the project. Depreciation is computed on the straight-line basis over the estimated useful lives of the related 
assets. The range of estimated useful lives by type of asset is as follows: 

- Structures & Improvements 7-60 years 
- Distribution System 7-40 years 
- Machinery & Equipment 3-25 years 

Construction in process represents costs related to various water line extensions being installed by District 
employees, as well as system improvements. Expenses for maintenance and repairs that do not increase the 
useful life of the asset are charged to operations as they are incurred. 

Inventory: Inventories of supplies are valued at the lower of cost or market on a first-in, first-out basis. 

Bond Discount and Premium: The bond discount and premium are amortized over the life of the bonds. 

Compensated Absences: See Note 9 for the District’s policy on vacation and sick pay. 

Income Taxes: The Henry County Water District #2 is not subject to income taxes. 

Contributed Capital: Under the Governmental Accounting Standards Board’s (GASB) Statement No. 33, 
Accounting and Financial Reporting for Nonexchange Transactions, the District recognizes capital contributions 
as revenues, in the statement of revenues, expenses, and changes in fund net assets. Capital contributions 
include donated property, impact fees, tap on fees and grants. Tap on fees and impact fees of $31,755 and 
$37,285 were received by the District for the years ended December 31, 201 1 and 201 0, respectively. Grant funds 
of $75,000 receivable at December 31, 2010 were collected in 2011. $14,960 was received in 2010 for 
reimbursement of constructed water lines. 

Net assets: Net assets comprise the various net earnings from operating and non-operating revenues, expenses 
and contributions of capital, Net assets are classified in the following three components: invested in capital 
assets, net of related debt; restricted; and unrestricted net assets. Invested in capital assets, net of related debt, 
consists of all capital assets, net of accumulated depreciation and reduced by outstanding debt that is 
attributable to the acquisition, construction and improvement of those assets; debt related to unspent proceeds 
or other restricted cash and investments is excluded from the determination. Restricted net assets consists of 
net assets for which constraints are placed thereon by external parties, such as lenders, grantors, contributors, 
laws, regulations and enabling legislation, including self-imposed legal mandates. Unrestricted net assets 
consist of all other net assets not included in the above categories. 

Estimates: The preparation of financial statements requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, and disclosure of contingent assets and liabilities at the 
date of the financial statements, and the reported amounts of revenues and expenses during the reporting 
period. Actual results could differ from those estimates. 

Statement of Cash Flows: For the purpose of the Statement of Cash Flows, Henry County Water District #2 
considers all highly liquid investments (including restricted assets) with a maturity of three months or less when 
purchased to be cash equivalents. 
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HENRY COUNTY WATER DISTRICT #2 

December 31,2011 and 2010 
OTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

NOTE 2 - DEBT RESTRICTIONS AND COVENANTS 

The Bond and Interest Sinking Account was established with the original bond issue. Under the bond resolution 
which established this account, it was provided that a minimum balance be maintained in this account as 
security to the bondholders, In order to attain the minimum balance, the monthly transfer to be made into the 
account for the outstanding bond issues is as follows: 

one sixth (116) of the next semiannual interest payment 
one twelfth (1112) of next annual principal payment + 

= monthly transfer 

Transfers and/or segregated deposits were sufficient to meet the total obligation outstanding on all issues at 
December 31,2011 and 2010. 

Upon the issuance of the original bonds, a Depreciation Account was established to provide funds for 
extraordinary repairs and extensions to the system andlor make up any deficiency in the Bond and Interest 
Sinking Account. After monthly deposits are made into the Bond and Interest Account, monthly transfers are 
required to be made to the Depreciation Account. The 1996 Bond Resolution (which was refinanced with the 
2003 Bond Issue) required a monthly transfer of $3,845 to accumulate to a balance of $461,400. The 2001, 2003, 
and 2010 Bond Resolutions ratify and confirm the creation of the 1996 Depreciation Fund. At December 31, 2011 
and 2010, the Depreciation Account was fully funded. 

the District to invest in obligations of the United States and its agencies and 
ase agreements, through sources including national and state banks 

contracts for future delivery backed by the full faith of the United States 
t and interest bearing accounts in institutions insured by the Federal 

d other investments described therein provided that approved securities are 
on deposit in an amount equal to the amount of those funds. The District may 
ting the requirements of the statute. 

icies regarding deposits of cash are discussed above. The table presented 
eve1 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 are 

by FDIC or collateralized with a depository surety bond or securities held by the 
trust) or by its agent in its name. 

d but collateralized with securities held by the pledging financial institution’s trust 
the District’s name. 

ninsured and uncollateralized; or collateralized with securities held by the pledging 
r by its trust department or agent but not in the District’s name; or 
ritten or approved collateral agreement. 

Total Bank Custody Credit Risk Category Total Carrying 
1 2 3 

$ 1,044,781 $ 152,195 $ 892,586 $ - $ 1,010,539 
Value 

835,000 215,000 60,035 1,110,034 
$ 2,154,816 $ 987,195- $ 1,107,586 $ 60,035 $ 2,120,573 
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HENRY COUNTY WATER DISTRICT #2 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31,201 1 and 201 0 

Custody Credit Risk Category Total Carrying 
3 Value 

52,195 $ 1,038,548 $ - $ 1,089,392 

- $ 2,196,501 
1,107,109 

$ 2,197,852 $ 1,144,304 $ 1,053,548 $ 

December 31,2011 December 31,2010 

h, including Time Deposits $ 362,479 $ 403,702 
1,758,694 1,793,299 

2,120,573 $ 2,196,501 
(600) (500) 

December 31,2011 December 31,2010 

591,716 $ 569,038 
605,588 
200,000 

178,696 252,311 
382,052 166,362 

$ 1,758,694 $ 1,793,299 

y RECC Reserve Account 

of the following: 

December 31,201 I December 31,2010 
4,855 $ 5,670 

75,000 
$ 

80,670 

le has been netted with an Allowance for Bad Debts of $88,577 and $81,838 at 
ovided for bad debts represents the portion of the total 

and $204,757 is included in accounts receivable at 
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Balance at 
January 1,201 1 

$ 176,617 
23,584,744 
2,185,662 
1,026,022 

15,125 
$ 26,988,170 

$ (10,484,839) 
(1,695,168) 

(736,671) 
$ (12,916,678) 

$ 14,071,492 

Balance at 
January 1,201 0 

$ 176,617 

23,561,536 
1,923,927 

930,771 

$ 26,592,854 

$ (9,794,846) 

(1,623,984) 
(668,435) 

$ (12,087,265) 

$ 14,505,586 

Additions 

$ 
287,343 
308,654 

9,215 
456.406 

~ 

$ 1,061,618 

$ (697,400) 

(68,958) 
(69,128) 

$ (835,486) 

$ 226,132 

Additions 

$ 
23,208 

261,735 
99,683 
38,333 

$ 422,959 

$ (689,993) 

(71,184) 
(72,668) 

$ (833,845) 

$ (410,886) 

Bal nce at 
Disposals December 31, 201 1 

$ - $  176,617 

23,872,087 
2,494,316 
1,035,237 

276,569 194,962 

27,773,219 $ 276,569 $ 

HENRY COUNTY WATER DISTRICT #2 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31,2011 and 2010 

mber 31,2011 and 2010, was as follows: 

ts were $2,954,320 and $2,700,330 of fully depreciated assets, at  
Land and land rights and construction in process are capital assets 

nder a capital lease. This lease was paid off in 2009. Accumulated 

nd $833,845 in 201 1 and 201 0, respectively. 

,527 is associated with this asset at December 31,2011 and 2010, respectively. 

allation of water service. This amount is to be refunded to the 
ation of service (after the customer's bill has been paid in full) or one year pending a 

Page 10 

$ - $  (11,182,239) 

(1,764,126) 
(805,799) 

$ - $  (13,752,164) 

$ (276,569) $ 14,021,055 

Balance at 
Disposals December 31,2010 

$ - $  176,617 

23,584,744 
2,185,662 

4,432 1,026,022 

23,208 15,125 
$ 27,640 $ 26,988,170 

$ - $  (10,484,839) 

(1,695,168) 
(4,432) (736,671) 

( I  2,916,678) $ (4,432) $ 

$ 23,208 $ 14,071,492 



stomers are held in an interest bearing account (which is 
ents as restricted cash). Records are maintained which detail the accrued 
osit based on the current annual rate. Accrued interest is paid annually and 

yable consisted of the following: 

December 31,201 I December 31,201 0 
issue amount of $900,000, 

433,000 $ 493,000 

is January I, 2033. 2,409,000 2,484,000 

rest is charged 3.20% to 
is January I, 2028. 5,235,000 5,488,000 

8,077,000 $ 8,465,000 

399,000 $ 388,000 
7,678,000 8,077,000 
8,077,000 $ 8,465,000 

6,292 6,676 
(65,195) (68,228) 

8,018,097 $ 8,403,448 

26,255 $ 22,985 

ange from 2.4% to 4.75% 
433,000 of bonds were 

er 31, 2010, $493,000 of bonds were outstanding on this issue. 
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HENRY COUNTY WATER DISTRICT ##2 

December 31,2011 and 2010 
TES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

Kentucky Rural 
ict’s then outstanding 
urn as required). On 

of the 2010B bonds were outstanding. On December 31, 2010, $5,488,000 of 

ed the cash flow 
strict was $227,732 as 

ent of the 1998 Bonds 
erred was reported as 

book value of the new debt issued to finance the refunding. Total deferred 
for the year was $7,747 and was included as a component of interest expense. 

nges in long-term debt for the years ended December 31,2011 and 2010. 

Balance at Balance at Current 
January 1, 2011 Additions Retirements December 31,2011 Portion 

$ 8,465,000 $ - $ 388,000 $ 8,077,000 $ 399,000 
26,255 

8,103,255 $ 425,255 
__. 

26,255 

Balance at Balance at Current 
January 1,2010 Additions Retirements December 31, 201 0 Portion 

$ 9,210,000 $ 5,663,000 $ 6,408,000 $ 8,465,000 $ 388,000 

22,985 22,985 
$ 9,361,598 $ 5,665,555 $ 6,539,168 $ 8,487,985 $ 410,985 

Bond Total Principal 
Interest and Interest 

$ 399,000 $ 335,128 $ 734,128 
41 8,000 320,476 738,476 
428,000 305,096 733,096 
445,000 289,324 734,324 
463,000 272,900 735,900 

2,914,370 
2,893,953 
1,080,575 

20,000 350 20,350 
$ 8,077,000 $ 2,508,172 $ 1 O,585,T72 
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HENRY COUNTY WATER DISTRICT #2 
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

December 31,2011 and 2010 

I I  long-term debt outstanding at December 31,201 0, are as follows: 

Bond Total Principal 
In teres t 8, interest 

$ 388,000 $ 349,358 $ 737,358 
335,128 734,128 
320,476 738,476 
305,096 733,096 
289,324 734,324 

2,235,000 7,190,605 3,425,605 

710,603 3,243,603 
204,508 1,624,508 

11,234 210,234 
$ 8,465,000 $ 3,716,332 $ 12,181,332 

idered expenditures in the year earned. 

e and one additional day per year up to the maximum of 
may be carried over to the next year. If there is still any 
raight time for that portion not carried over in January of 

If an employee has accumulated vacation leave at time of retirement or resigning, he may 
se the leave time or receive payment at hislher regular rate. A terminated employee will be 

0, a liability for accrued vacation was recorded in the amount of $26,255 and 

n employee may carry over any sick leave accrued during 
n the employee retires or resigns, there will be no pay for 

onnel earn 4 personal days per year with no carry-over or pay for any unused 

2010, the District had an unrecorded sick pay liability to its employees of $113,711 and 
e required salary related payments. 

December 31,201 1 December 31, 201 0 

ture System Improvements $ 382,052 $ 166,362 
75,000 

or Capital Projects $ 382,052 $ 241,362 

10 Bond Issues 
1,374,626 

4,855 5,670 
1,380,296 

$ 1,197,946 $ 

$ 1,202,801 $ 
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HENRY COUNTY WATER DISTRICT #2 

December 31,201 I and 2010 
TES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

netted with an estimated bad debt expense of $8,266 

e years ended December 31, 2011 and 2010 was 
apitalized in 2011 or 2010. 

and $19,327 at 

$349,966 and 

December 

$41 0,204, 

s forms of loss of assets associated with the risks of fire, personal tiability, theft, 
bility, etc. Each of these risks is covered through 

nce. The District is also subject to the risks associated with employee injury. 
premiums paid to Kentucky Employers’ Mutual Insurance, a commercial 

alth of Kentucky’s County Employees’ Retirement 
f the District may participate in the System. The 

I report on CERS is included in the Kentucky Retirement System’s annual report, June 30, 
each participating employer in the Kentucky 

ounty Employees Retirement System, and State Police Retirement System. 
islative personnel and state libraries. 

ed benefit pension plan that covers substantialliy 
bers employed in non-hazardous duty positions of each participating county, city and 

participate in CERS. The plan provides for 
ment benefits under the plan will vary based on 

ice and other factors as fully described in the plan documents, Retirement 
neficiaries of plan members under circumstances. Cost-of-living (COLA) 

Ian members were required to contribute 5% 
s were required to contribute at an actuarially 
5 (3), normal contribution and past service 

II be determined by the Board of Trustees of the Kentucky Retirement Systems (Board) on 
valuation last preceding the July 1 of a new biennium. The Board may amend contribution 

it is determined on the basis of a subsequent 
contribution rates are necessary to satisfy requirements determined in 

dopted by the Board. For the fiscal years ended June 30, 2011 and 2010, 
pectively, of each employee’s creditable 

for new members after September 1, 2008). The actuarially determined rates 
ars ended June 30, 2011 and 2010 were 16.93% and 20.91%, respectively. 
cky Retirement System are financed through employer contributions and 

the year ended December 31, 2011 was $739,944. Contributions were based on 
year ended December 31, 2011 was $125,638 
tributions were made as required during the 

rscretion of the State legislature. 
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HENRY COUNTY WATER DISTRICT #2 
OTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) - - - .  _ _ _ _  . -- .- 

December 31,201 I and 201 u 

NOTE 14 -THE COUNTY EMPLOYEES’ RETIREMENT SYSTEM (Continued) 

The District’s total payroll for the year ended December 31, 2010 was $739,889. Contributions were based on 
$702,431 (eligible gross wages). The total pension expense for the year ended December 31, 2010 was $116,167 
and $35,237 for the employer and employees, respectively. All contributions were made as required during the 
year ended December 31,201 0. 

The District’s contribution for the year ended June 30, 2011 and 2010, was .029% and .O26%, respectively, of the 
System’s total contribution requirements for all employers. 

For non-hazardous duty, the required contributions to the plan were as follows: 

Annual Required Actual Retiree Drug Percentage 
Contributions Contributions Subsidy Contributions Contributions __________ ________- 

June 30,201 1 432,414,052 435,404,150 100.7% 

June 30,2010 453,055,709 373,682’939 9,156,991 84.5% 
June 30,2009 425,830,683 303,046,162 7,623,628 73.0% 

The Kentucky Retirement Systems Insurance Fund (Fund) was established to provide hospital and medical 
insurance for members receiving benefits from CERS. The Fund pays a prescribed contribution for whole or 
partial payment of required premiums to purchase hospital and medical insurance for current beneficiaries. 

NOTE 15 - ECONOMIC DEPENDENCY 

er District #2 provides water services to residential and commercial customers in the Kentucky 
, Trimble, Carroll, Oldham and Shelby. The District also supplies water for resale to the cities of 

astle located in Henry County. It should be noted that 7.2% and 7.4% of the total water 
e was received from these cities for the years ended December 31, 2011 and 2010, 
rate charged to the cities of Eminence and New Castle was $2.20 per 1,000 gallons 

n October I, 2010, the wholesale rate increased to $2.58 per 1,000 gallons. Also, the 
to West Carroll Water District at the same wholesale rate. 

m developers for their allocable cost of line extensions. The amount is calculated 
and the number of estimated hook-ups. As others pay to hook-up to the line, 

se funds are refunded to the developer. Once a line has been completed, the developer’s cost of 
I contributions from customers. 

ict completed line extensions at Pennywinkle, Highway 389, and Upper Middle Creek. The 
state funding grants through Kentucky Infrastructure Authority for these projects. At 
e District had accrued $1 30,000 of construction grants receivable regarding such projects. 

ber 31, 2010, $75,000 was still to be received for these projects. These grants were all received by 
December 31,201 1. 

rrently in the process of obtaining financing for a $5 million water project. The Morton Ridge 
ect involves a 20 inch line upgrade from the treatment plant to the Highway 42 tank. The 

with a 1 million gallon tank. The District is seeking funding from Rural 
structure Authority. 

and engineering fees relating to the Highway 193 and 202 line upsize project have 

pending claims or lawsuits. The ultimate disposition of any settlement or other legal 
t the present time. 
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ommissioners of the 

513 HIGHLAND AVENUE 
P.O. BOX 354 
CARROLLTON, KENTIJCKY 41 
(502,) 732-6655 FAX (502) 732 

REPORT ON INTERNAL CONTROL OVER FINANCIAL 
PORTING AND ON COMPLIANCE AND OTHER MATTERS 

TEMENTS PERFORMED 
DANCE WITH GOVERNMENT AUDITING STANDARDS 

dited the financial statements of Henry County Water District #2, as of and for the year 
mber 31, 2011, and have issued our report thereon dated March 23, 2012. We conducted 

Ily accepted in the United States of America 
ained in Government Auditing Standards, issued 

I of the United States. 

ing our audit, we considered Henry County Water District #2’s internal 
ing our auditing procedures for the purpose of 
ut not for the purpose of expressing an opinion 

iveness of Henry County Water District #2’s internal control over financial reporting. 
ctiveness of the Henry County Water District 

ing was for the limited purpose described 
entify all deficiencies in internal control over 

g that might be significant deficiencies or material weaknesses and therefore, there 
encies, or material weaknesses have been 

ng schedule of findings and responses, we 
financial reporting that we consider to be 

er deficiencies that we consider to be significant deficiencies. 

n or operation of a control does not allow 
yees, in the normal course of performing their assigned functions, to prevent, 
misstatements on a timely basis. A material weakness is a deficiency, or a 

hat there is a reasonable possibility that a 
atement of the entity’s financial statements will not be prevented, or detected and 
timely basis. We consider the deficiencies described in the accompanying schedule 

ms 11-1 and 11-2). 

a deficiency, or a combination of deficiencies, in internal control that is 
an a material weakness, yet important enough to merit attention by those charged with 

e deficiency described in the accompanying schedule of findings and 
deficiency (Item 11-3). 
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e assurance about whether Henry County Water District #2’s financial 
al misstatement, we performed tests of its compliance with certain 

acts, and grant agreements, noncompliance with which could 
the determination of financial statement amounts. However, 

ng an opinion on compliance with those provisions was not an objective of our audit, and 
an opinion. The results of our tests disclosed an instance of 
t is required to be reported under Government Auditing 

ribed in the accompanying schedule of findings and respanses as Item 

hat we reported to management of Henry County Water District #2 in a 

nses to the findings identified in our audit are described in 
s and responses. We did not audit Henry County Water 
e express no opinion on it. 

rmation and use of management, lending agencies, and the 
tended to be and should not be used by anyone other than 

e assurance about whether Henry County Water District #2’s financial 
al misstatement, we performed tests of its compliance with certain 

acts, and grant agreements, noncompliance with which could 
the determination of financial statement amounts. However, 

opinion on compliance with those provisions was not an objective of our audit, and 
an opinion. The results of our tests disclosed an instance of 
t is required to be reported under Government Auditing 

ribed in the accompanying schedule of findings and respanses as Item 

hat we reported to management of Henry County Water District #2 in a 

nses to the findings identified in our audit are described in 
s and responses. We did not audit Henry County Water 
e express no opinion on it. 

rmation and use of management, lending agencies, and the 
, and is not intended to be and should not be used by anyone other than 

u@Qdo, P s c  

AISOR, ZAPP, & WOODS P.S.C 
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HENRY COUNTY WATER DISTRICT #2 
SCHEDULE OF FINDINGS AND RESPONSES 

For the Year Ended December 31,201 1 

R’S RESULTS 

port expresses an unqualified opinion on the financial statements of Henrv Countv 

ee deficiencies in internal control related to the audit of the financial statements are reported in 
Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based 

Audit of Financial Statements Performed in Accordance with Government Auditing Standards. 
1-1 and 11-2 were reported as material weaknesses. Item 11-3 was reported as a significant - 

ce of noncompliance material to the financial statements of Henry County Water District 
hich would be required to be reported in accordance with Government Auditina Standards. was 

t. 
- ?  - - . .. . . . .. . . 

TATEMENTS AUDIT 

GOVERNMENT AUDITING STANDARDS 

RNAL CONTROL 

CROSS-TRAINING, CHECKING PROCEDURES AND DOCUMENTATION 

ize of the entity, cross-training and checking procedures are not in place for certain 
This limits internal control. This condition was also cited as a material 
f findings and responses for the year ended December 31,201 0 as 10-1. 

be in place to provide management with reasonable, but not absolute, assurance 
are safeguarded against loss from unauthorized use or disposition, and allow timely 

ata consistent with management assertions. 

Responsibilities associated with individual positions limit the availability of individuals to rotate duties 

e ability to timely record, process, summarize and report financial data. 

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

endation. Management believes adequate resources have been expended 
emented, that are commensurate with the staff size and responsibility of 

rts will be made to maintain appropriate documentation for all transactions. 
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HENRY COUNTY WATER DISTRICT #2 
CHEDULE OF FINDINGS AND RESPONSES (CONTINUED) 

For the Year Ended December 31,201 1 

ENTS AUDIT (Continued) 

TlNG STANDARDS (Continued) 

AL CONTROL (Continued) 

EPARE COMPLETE SET OF FINANCIAL STATEMENTS INCLUDING REQUIRED 

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

provide management with reasonable, but not absolute, assurance 
and required notes are prepared in accordance with generally accepted 

is financial statements and disclosures are prepared during the audit process. The 
neral ledgerlfinancial reports. 

epare the draft of the financial statements, including the related 
wed, approved, and accepted responsibility for the 

hance its knowledge of reporting requirements in providing 

nagement’s cost benefit decision to use others’ 
al resource costs. District staff have been and will continue 
We concur with the recommendation and will continue to 

counting knowledge in performing our oversight responsibilities. 

unt was not reconciled to the customer deposit 
cited as a significant deficiency in the schedule of 

31, 2010 as 10-3. 

stomer deposits payable, should be reconciled to 
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HENRY COUNTY WATER DISTRICT #2 
CHEDULE OF FINDINGS AND RESPONSES (CONTINUED) 

For the Year Ended December 31,201 1 

TATEMENTS AUDIT (Continued) 

ITING STANDARDS (Continued) 

AL CONTROL (Continued) 

EPARE COMPLETE SET OF FINANCIAL STATEMENTS INCLUDING REQUIRED 

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

provide management with reasonable, but not absolute, assurance 
and required notes are prepared in accordance with generally accepted 

s financial statements and disclosures are prepared during the audit process. The 
neral ledgerlfinancial reports. 

epare the draft of the financial statements, including the related 
wed, approved, and accepted responsibility for the 

hance its knowledge of reporting requirements in providing 

nagement’s cost benefit decision to use others’ 
al resource costs. District staff have been and will continue 
We concur with the recommendation and will continue to 

counting knowledge in performing our oversight responsibilities. 

ledger customer deposits payable account was not reconciled to the customer deposit 
dger at year-end. This condition was also cited as a significant deficiency in the schedule of 

for the year ended December 31,2010 as 10-3. 

stomer deposits payable, should be reconciled to 
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HENRY COUNTY WATER DISTRICT #2 

For the Year Ended December 31,2011 
DINGS AND RESPONSES (CONTINUED) 

IAL STATEMENTS AUDIT (Continued) 

NG STANDARDS (Continued) 

ION OF ACCOUNTS RECEIVABLE AND CUSTOMER DEPOSITS (Continued) 

n was not performed. 

er deposits payable balance was adjusted to subsidiary balance upon 

e general ledger customer deposits payable balance should be reconciled to the 

OF KRS 91A.060 AND KRS 66.480 

adequately insure and fully collateralize its deposits as required by Kentucky 

d be in place to provide reasonable assurance that deposits are properly insured or 

ewed at regular intervals to insure proper collateral amounts. 

ict deposits were not insured andlor collateralized by $60,035. 

to verify that adequate collateral has been pledged to cover all 

recommendation. Such a procedure will be implemented immediately. 
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