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INDEPENDENT AUDITORS' REPORT

To the Members
East Daviess County Water Association, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of East Daviess County Water Association, Inc. (a
nonprofit organization) which comprise the balance sheets ag of Décember 31, 2014 and 2013, and the
related statements of income, retained deficit, and cash ﬂows for the years then ended, and the related notes
{o the financial statements.

Management’s Responsibility for the Financial Stateme:

ese financial statements in
of America; this includes the
ation and fair presentation
or eIToT.

Managemenf is responsible for the preparation and |
accordance with accounting principles generally accepte
design, implementafion, and maintenance of internal ¢

We conducted

An audit involves performing edures to obtain audit evidence about the amounis and disclosures In the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment
of the risks of material misstatement of the financlal statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements 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 entity's internal
conirol. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficlent and appropriate to provide a basis for our *
audit opinion.

www.acocpa.net



Opinion

In our opinion, the financial statements referred to above, present fairly, in all material respects, the financial
position of East Daviess County Water Assoclation, Inc. as of December 31, 2014 and 2013, and the results
of its operations and is cash flows for the years then ended In accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Other information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
Schedule of Insurance and Rates is presented for purposes of additional analysis and is not a required part of
the financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underiying
accounting and other records used fo prepare the financial statements or to the financial statements
themselves, and other addifional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the information is fairly stated, in ail material respects, in relation to
the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

in accordance with Government Auditing Standards, we have also issued our report dated March 17, 2015 0on
our consideration of East Daviess County Water Association's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal centrol over
financial reporting and compliance and the results of that testing, and not to provide an opinion on internal
controf over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering East Daviess County Water Association's
internal control over financial reporting and compliance. .

Mlport ‘/5"’/”‘57“ s PSe—

Owensboro, Kentucky
March 17, 2015




EAST DAVIESS COUNTY WATER ASSOCIATION, INC,
Balance Sheefs
December 31, 2014 and 2013

2014 2013
ASSETS
UTILITY PLANT
- Water plant in service _ 3 11,769,327 $ 14,508,996
Consfruction in progress ' ' 20,947 -
Less: accumulated depreciation (4,714,920) (4,444,846)
TOTAL UTILITY PLANT - NET 7,075,354 7,154,050
RESTRICTED FUNDS
Cash - reservefund . 513,216 485,288
Cash - construction fund 47 48
Cash - security deposit fund 24,073 21,140
TOTAL RESTRICTED FUNDS o 537,336 506,474
CURRENT ASSETS
Cash : . : 532,948 525107
Accounis receivable trade 167605 165,982
 Less: allowance for doubtful accounts (14,469) {9,075)
Other receivables : 186 ‘ 587
Inventory 41,192 44,852
Prepaid insurance 12,206 11,953
Other current assets . 4,487 4,457
TOTAL CURRENT ASSETS 744,125 733,863
DEFERRED EXPENSE .
Upamortized debt expense ’ 3,025 3493
TOTAL ASSETS 3 8,359,840 § 8,397,880

See accompanying notes,
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EAST DAVIESS COUNTY WATER ASSOCIATION, INC.

LIABILITIES AND OTHER CREDITS
RETAINED DEFICIT

Balance Sheets

December 31, 2014 and 2013

LONG-TERM DEBT, net of current portion

CURRENT LIABILITIES
Accounts payable - trade
Accounts payable - RWRA
Current portion of long-term debt
Accrued taxes
Accrued interest
Customer deposits
Accrued payroll and payroll taxes

TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

CONTRIBUTIONS
Federal grants
State and local granis
Contributions in aid

TOTAL CONTRIBUTIONS

TOTAL LIABILITIES AND OTHER CREDITS

See accompanying notes.
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2014 2013
(221,612) (264,486)
1,321,000 1,502,187
51 154 38,723
13,183 18,927
178 100 174,715
3,665 3583
10,451 11,085
24,005 21,000
7.682 5,294
288,240 270,307
1,609,240 1,772,494
1,807,300 1,807,300
2,343,641 2,343,641
2,821,274 2,738,931,
5,972,212 5,889,872
8,359,840 8,397,880




EAST DAVIESS COUNTY WATER ASSOCIATION, INC.

Years ended December 31, 2014 and 2013

OPERATING REVENUE
Water sales
Miscellaneous service revenue

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Bad debis
Depreciation and amortizatioh
Directors' fees
Engineering
Insurance
Legal and accounting
Miscellaneous
Office supplies and postage
Payrolf taxes and fringe benefits
PSC assessment
Repairs
Salaries and wages
Telephone
Transportation
Utilities
Water purchased
Water testing

TOTAL OPERATING EXPENSES

INCOME FROM OPERATIONS

QOTHER INCOME {EXPENSE)
Loss on disposal of assets
Interest earned on investments
Interest expense

TOTAL OTHER EXPENSE

- NET INCOME

Statements of Income

See accompanying notes.
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2014 2013
$ 1,493,020 $ 1,393,914
90,278 99,177
1,583,298 . 1,493,001
15,707 7,892
285,637 278,216
12,750 12,750
- 1,460
124,110 110,295
24,297 29,095
22 685 23 287
38,022 44,223
40,186 37,198
2915 2,705
88,657 85,855
358,520 335,785
8,653 7,879
29,635 37,085

36,880 32,608 .
376,434 343,415
7,720 6,608
1,473,108 1,396,446
110,180 96,645
(9,802) (3,517)
4,399 4,200
(61,913) (6B,727)

(67,316) (67,954) -
$ 28,691

42,874 3



EAST DAVIESS COUNTY WATER ASSCCIATION, INC.
Statements of Retained Deficit
Years ended December 31, 2014 and 2013

2014 2013
RETAINED DEFICIT, BEGINNING OF YEAR $ (264,486)  $ (293,177)
NET INCOME ' 42,874 28,691

RETAINED DEFICIT, END OF YEAR , 3 {(221,612) $ (264,485)

See accompanying notes.
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EAST DAVIESS COUNTY WATER ASSOCIATION, INC.
Statements of Cash Flows
Years ended December 31, 2014 and 2013

2044 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net income 42 874 28,691
Adjustments to reconcile het incomes to net cash provided
by operafing activities: ’
Depreciation and amortization 285,637 278,216
-Loss on dispogal of assels 9,802 3,617
{Increase} decrease in:
Accounts recelvable (11,623) (6,170}
Other recelvable 401 2,483
Reserve for bad debis 5,394 1,884
Prepaid insurance {253) 34
inventory 3,660 36,955
. Increase (decraase) in:
Accounts payable 6,687 (4.317)
Accrued taxes payabie 82 72
Accrued Interest (614) (728}
Customer deposits 3,005 2,180
Accrued payroll and payroll taxes 2,388 1,323
NET CASH PROVIDED BY OPERATING ACTIVITIES 347,440 344,130
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for the purchase of property (218,275) {120,817)
Transfers to reserves and restricted funds {30,862) (31,232)
Proceeds from the sale of property - 4,510
NET CASH USED IN INVESTING ACTIVITIES {247,137) (147,539)
CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments on long-term debt {174,802} (167,885)
Contribution in aid of construction 82,340 48,851
NET CASH USED IN FINANCING ACTIVITIES (92,462) (121,034)
INGREASE IN CASH AND CASH EQUIVALENTS 7,841 75,557 -
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 525,107 449,550
CASH AND CASH EQUIVALENTS, END OF YEAR 532,948 525,107

See accompanying notes,
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EAST DAVIESS COUNTY WATER ASSOCIATION, INC.
Notes fo Financial Statements
December 31, 2014 and 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

- Nature of Business

East Daviess County Water Association, Inc. (the “Water Association”) is a water utility which
operates in rural sections of Daviess, Hancock, and Ohio Counfies of Kentucky, and its sales are
primarily to residential customers.

Managemenf Estimates )

Management uses estimates and assumptions in preparing these financial statements in accordance
with generally accepted accounting principles. Those estimates and assumptions affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported
revenues ahd expenses. Actual results could vary from the estimates that were used.

Regulation

The Water Assoclation’s utiity operations are subject to regulation with respect to rates, service,
maintenance of accounting records and various other matters by the Commonwealth of Kentucky
Public Service Commission. The Water Association's accounting policies recognize the financial
effects of the ratemaking and accounting practices and policies of the Public Service Commission
which conform to generally accepted accounting principles in all material respects.

Qperating Revenue

Operating revenue is recognized upon completion of monthly meter readings. At the end of each
month, water services which have been rendered from the latest meter reading to the end of the
month are unbilled. ,

Inventory

invenitory consists of materials and supplles which are stated at lower of cost (determined on the first-
in, first-out basis) or market,

Utility Plant

Utility plant is stated at original cost (cost of the property to whomever first devoted it to public
service.) The cost of labor for additions to the utility plant constructed by the Water Association's
employees is not capitalized. It is the Water Asscciation's policy to capitalize propetty or equipment
over $500.



EAST DAVIESS COUNTY WATER ASSOCIATION, INC.
Notes to Financiai Statements
December 31, 2014 and 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Depreciation

Depreciation expense is computed on the straight-line method. Depreciation expense for 2014 and
2013 was $ 285637 and $ 278,216 respectively. Estimated useful fives of major components of the
ufility ptant in service are as follows:

Water reservoirs b0 years
Water pumps and equipment : . 40 years
Land improvements . 25 years
Service equipment 10 years |
Water lines and meters 50 years

Accounts Recelvable and Allowance for Doubtful Accounts

Accounts receivable consists of water sales to residential, commercial, industrial, agricuftural and
other customers. The aliowance for doubtful accounts is computed based on the aging of.
outstanding accounts receivable and historical collections experience and represents in

management's. opinion, an adequate allowance to provide for probable uncoilectible sccounts.

Accounts receivable for the previous month's billing are considered past due after the 15" of the

current month. Any inactive, unpaid accounts from the previous year are written off in the last quarter

of the current year.

i

Amorization of Debt Discount and Expense

The Water Association uses the bond refirement method to amortize debt discount and expense,

Cash Flows Information

For purposes of the Statements of Cash Flows, the Water Association considers all highly liquid
investments with a makurity of three months or less when purchased to be cash equivalents.

Cash paid fdr interest for 2014 and 2013 was $ 62,527 and $ 69,456, respectively.

Impairment of Long-Lived Assets

Management periodically evaiuates whether events or circumstances have occurred that indicate that
excess of cost over net assets acquired and other long-lived assets may not be recoverable or that
the remaining useful life may warrant revision. When such events or circumstances are present,
management assess the recoverabllity of long-lived assets by determining whether the carrying value
will be recovered through the expected future cash flows. In the event the sum of the expected future
cash flows resuiting from the use of the asset is less than the carrying value of the asset, an
impairment loss equal to the excess of the asset's carrying value over its fair value Is recorded. To
date, no such impairment has been recognized.



EAST DAVIESS COUNTY WATER ASSOCIATION, INC
" Notes to Financial Statements
December 31, 2014 and 2013

NOTE B - RESTRICTED FUNDS

Funds are resfricted as follows: (1) Reserve fund cash is restricted pursuant to loan agreements with the
U.S. Department of Agriculture, Rural Development and US Bank as described in Note D; (2)
Construction fund cash represents cash advanced by the U.S. Department of Agriculture, Rural
Develocpment and ather grantors which is restricted for construction projects; and (3) Security deposit
fund cash consists of security deposits paid by customers.

NOTE C - LONG-TERM DEBT

2014 2013
Long-term debt consists of the following:.
Note payable to U.Ss. Department of
Agriculture, Rural Development with
interest at the rate of 4.375% per annum,
due in annual instaliments of $31,228,
including interest through August 7, . .
2048. _ ' $ 444,022 $ 455,328
Note payable to US Bank with interest at '
the rate of 3.71% per annum, due In
monthly  instaliments  of $17,175, o
including interest through July 7, 2020. 1,065,078 1,218,573
1,499,100 1,873,902
Less: Current portion . ) 178,100 171,715
$ 1,324,000 $ 1502187

US Bank and U.S. Department of Agricuiture, Rural Déveiopment hold morigages on substantially all
assets of the Water Association,

The Water Association's loan agresments include various covenants, including a provision that it will not
borrow any money from any source or enter inte any contract agreement or incur any other liabifities in
connection with making extensions or improvements to the facility, exclusive of normal maintenance,
without obtaining the prior written consent of the Mortgagees. The cash reserve fund associated with the
U.S. Department of Agriculture; Rural Development loan is fully funded. US Bank does not require a
reserve fund for their loan. The Reserve Fund shall be used and disbursed only for the purpose of paying
the cost of repairing or replacing any damage to the facility which may be caused by unforeseen
catastrophe, for making extensions or improvements to the facility with the prior written approval of the
U.S. Department of Agricuiture, Rural Development, and when necessary, for the purpose of making debt
service payments on the U.S, Department of Agriculture, Rural Development note in the event funds are
not available from current operating funds.

10



EAST DAVIESS COUNTY WATER ASSOCIATION, INC
Notes to Financial Statements
December 31, 2014 and 2013

NOTE C - LONG-TERM DEBT {continued)

Maturities of notes payable are as follows:

Year Ended
December 31 Amount

2015 $ 178,246
2016 185,026
2017 191,499
2018 198,784
2018 206,320

~ Thereafter 539,155

$ 1,499,100

NOTE D - UTILITY PLANT

The major classes of Uillity Plant at December 31, 2014 and 2013 consist of the following;

2014

2013
Pumping system $ 427,802 $ 426,102
Transmission and distribution system 10,641,588 10,449,463
Gengral plant i 799,937 723,431
$11,769,327 %

NOTE E - INCOME TAX STATUS

11,598,096

The Water Association maintains the tax position that it is exempt from federal and state income taxes
and, accordingly, no provision for such taxes has been made. The Water Association did not pay any
interest or penalty as a result of its tax position. The tax years 2012 through 2014 remain subject to

examination by the !ntemal Revenue Service.

~NOTE F - CONTRIBUTIONS

Government
Grants ' Other Total
Balance, December 31, 2012 $ 4,150,941 § 2,692,080 $ 6,843,021
Add: Tap-on fees and memberships - 31,957 31,857
Reimbursed line costs - _ 14,894 14,894
Government grants - - -
Balance, December 31, 2013 . 5 4,150,541 $ 2738931 $ 6,889,872

il



EAST DAVIESS COUNTY WATER ASSOCIATION, INC
Notes to Financial Statements
December 31, 2014 and 2013

NOTE F - CONTRIBUTIONS {continued)

Government
Granis Other Total
Balance, December 31, 2013 $ 4,150,941 $ 2,738,931 $ 6,889,872
Add: Tap-on fees and memberships - 31,730 31,730
Reimbursed line costs - - 50,610 50,610
Government grants ‘ - - S
Balance, December 31, 2014 $ 4,150,041 $ 2821271 $ 6,572212

NOTE G - SUPPLIER

The Water Association purchases either directly or indirectly all of its water for resale from the City Utility
Commission of the City of Owensboro, Kentucky operating as Owensboro Municipal Utilities (OMU).
Purchases for the years ended Decomber 31, 2014 and 2013 were $ 376,434 and $ 343,415,
respectively.

NOTEH - CONCENTRATION QOF CREDIT RISK

At December 31, 2014 and 2013, the Water Association’s bank balance of cash and cash equivalents
totaled $ 1,117,070 and § 1,065,802, respectively. Of the total cash balance at December 31, 2014 and

2013, § 500,000 was covered by Federal depository insurance for both years with $808,948 and
$544,105, respectively, covered by collateral held by the banks. Of the total bank deposits at December
31,2014 and 2013, $ 8,121 and $ 11,697 respectively, was not covered by Federal depository insurance
ot by collateral held by the banks.

NOTE 1 - COMPENSATED ABSENCES

Employees are entitled to paid vacation and paid sick days, depending on job classification, length of
service, and other factors, It is impracticable to estimate the amount of compensation for future
absences, and accordingly, no ability has been recorded in the accompanying financial statements. The
Assoclation does not accrue compensation for paid vacation because the amount is considered
immaterial. The Association's policy is to record compensated absences when actually pald to
employees. ‘ '

NOTE J - FAIR VALUE MEASUREMENTS

Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 820, Fair Value
Measurements and Disclosures, provides the framework for measuring fair value. That framework
provides a fair value hierarchy that prioritizes the |nputs to valuation fechniques used to measure fair
value. )

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 inpufs {Level 3
measurements).

12



EAST DAVIESS COUNTY WATER ASSOCIATION, INC
Notes to Financial Statements
December 31, 2014 and 2013

NOTE J - FAIR VALUE MEASUREMENTS {continued)

The three levels of the fair value hierarchy under FASB ASC 820 are described as follows:

Level 1 — Inputs to the valuation methodology are unadjusted guoted prices for identical
assefs or liabilities in an active market. This level includes common stocks, corporate bonds
or mutual funds based on the closing price reported in the active market where the securities
are traded,

Level 2 — Inputs to the valuation methodology include quoted prices for simitar assets or
liabilities in active markets, quoted prices for identical or similar assets or liabilities in inactive,
marikets, inputs other than quoted prices that are observable for the asset or liability, inputs
that are derived principally from or corroboerated by ohservable market data by correlation, or
other means. ,

Level 3 — Inputs to the valuation methodology are unobservable and significant to the falr
value measurement. .

Liabilities itemized below were measured at fair value during the year ended using the market approach.

Fair values of liabllitles measured oh a recurring basis at December 31, 2014 and 2013 are as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices

In Active Significant
Markets for Other Significant
Identical " Chservable Unobservable
Assets/Liabilities Iputs Inputs
Fair Value (Level 1) {Level 2) {Level 3

December 31, 2014
Long-ferm debt $ 1,489,100 $ - $ 1,489,100 $ -
December 31, ‘2013
Long-term debt - $ 1673802 § - $ 1673902 §  —

NOTE K -~ SUBSEQUENT EVENTS

The Water Association did not have any subsequent events through March 17, 2015, which is the date
the financial statements were issued requiring recarding or disclosure in the financial statements for the
year ended December 31, 2014, :

13
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EAST DAVIESS COUNTY WATER ASSOCIATION, INC.

Coverage

Workmen's Compensation
Genel;al Liability

Property and Contents
Employee Dishonesty

Owned Automobile Liability
Bodily injury and property damage

Umbrella Coverage

Schedule of Insurance
December 31, 2014

14

Amount of Coverage

$ 500,000 per oceusrance

$ 1,000,000/3,000,000
$ 3,244,000

$ 250,000

$ 1,000,000 per accident

$ 2,000,000/2,000,000



Tap-on Fees

5/8"x 3/4"  Meter
All larger meters

Monthly rates
5/8" Meter

First 2,000 gallons
Next 4,000 gallons
Next 44,600 gallons
QOver 50,000 gallons

3/4" Meter |

First 3,000 gallons
Next 3,000 gallons
Next 44,000 gallons
Qver 50,000 gallons

1" Metsr

First 6,000 gallons
Next 44,000 gallons
Over 50,000 gallons
1-1/2" Meter

First 10,000 gallons

Next 40,000 gallons
Over 50,000 gallons

2 Meter
‘First 20,000 galions

Next 30,000 gallons
Over 50,000 gallons

Schedule of Rates
December 31, 2014

18

EAST DAVIESS COUNTY WATER ASSOCIATION, ING.

Charge

$ 650
Actual Cost

$15.19 (Minimum Bill)
5.10 per 1,000 gallons
4.48 per 1,000 gallons
3.33 per 1,000 gallons

.$20.29 (Minimum Bilt)

. 5.10 per 1,000 gallens
4.08 per 1,000 gallons
3.33 per 1,000 gallons

$35.59 (Minimum Bill)
4,08 per 1,000 gallons
3.33 per 1,000 gallons

$51.91 (Minimum Bil)
4,08 per 1,000 gallons
3.33 per 1,000 gallons

$82.72 (Minimum Bill)
4.08 per 1,000 gallons
3.33 per 1,000 gallons
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
East Daviess County Water Association, Inc.

We have audited, in accordance with auditing standards generally ‘accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the firiancial’ statements of East Daviess County
Water Association, Inc. (a nonprofit organization) as of and for the yeaf ‘ended December 31, 2014 and
the related notes to the financial statements and have issued oUr report thereon dated March 17 2015,

" Internal Control Over Financial Repotting

in planning and performing our audit of the financial st 1 ed East Daviess County
Water Association Inc.'s mtema[ control over financial £ i i"'to determine the audit
procedures that ar ] 1g our opinions on the
financial state ini effectiveness of the

misstatemenis on
nterna! control suct

basis. A s:gmﬁcaﬁ defrc:ency 58 deﬁczency, ora combmat:on of deflciencies, in internal condrol that is
jess severe than a material weakness, yet important enough to merit attention by those charged with
governance,

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in intenal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies
in internal control that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified. We did identify certain deficiencies in internal control, described in the
accompanying schedule of findings and responses as 14-1 and 14-2, that we consider to be significant
deficiencies.

16
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether East Daviess County Water Association, Inc.'s
financial statements are free from material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do
not express such an opinion. The resuits of our tests disclosed no instances of honcompliance that are
required to be reported under Government Auditing Standards.

Association’s Response to Findings

East Daviess County Water Association’s response fo the findings identified in our audit is described in
the accompanying schedide of findings and responses. The Assoclation’s response was not subjected to
the auditing procedures applied in the audit of the financial statements and, accordingly, we express no
opinienon it -

Pﬁrpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the result of that testing, and not to provide an opinion on the effectiveness of the enfity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this commuunication is not suitable for any other purpose.

Ww/% CrAs F3e

Owensboro, Kentucky
March 17, 2016
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EAST DAVIESS COUNTY WATER ASSOCIATION, INC,
Schedule of Findings and Responses
Year Ended December 31, 2014

SUMMARY OF AUDITORS' RESULTS

1.

An unqualified opinion was issued on the financial statements for the year ended
December 31, 2014.

Two significant deficiencies in the internal control were disclosed during the audit.

The audit did not disclose any noncompliance which was material to the -financial
statements.

FINDINGS ~ FINANCIAL STATEMENT AUDIT

141

14-2

Significant Deficiency:

Segregation of Duties: The small size of the Association's bookkeeping staff limits the
extent of the separation of duties. Presently, the Association's bookkeeper's responsibilities
include cash disbursements functions, billing, preparing the bank reconciliations and
accounting functions. There has been significant improvement in the segregation of duties
regarding the cash receipts function, However, the segregation of duties, which is the basic
premise of a good internal control structure, is not adequate.

Association's Response: Due to the limited number of personnel, management believes
that an adequate segregation of duties is not achievable and that the costs of correct;ng the
weakness would exceed the benef is that would be derived.

Significant Deficiency:

Internal Control Over Financial Disclosures: The Association does not have defined
monttoring controls in place to identify and assess disclosures in the financial statements.

Association’s Response: Due to the limited number of personnel, management believes
that the cost of the hiring and/or {raining someone to update the disclosures would not be
cost effective at this time.
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