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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE PROPOSED ADJUSTMENT OF THE ) 
WHOLESALE WATER SERVICE RATES OF ) 
THE FRANKFORT ELECTRIC AND WATER ) 
PLANT BOARD ) 

CASE NO. 2006-00444 

RESPONSE TO ORDER OF OCTOBER 20,2006 

1. Provide in written verified form the direct testimony of each witness that FEWPB 

intends to call at the scheduled hearing in this matter. 

Witness(es): Warner J. Caines, General Manager 

Mike Lane, R. W. Beck & Associates 

Response: Attached 

2. Provide the independent auditor's reports for FEWPB's water operations and 

other operations, shown separately, for the fiscal years ending June 30, 2004, June 30, 

2005 and June 30,2006. 

Witness: Shannon Taylor 

Response: Attached 

3. a. State the 12-month test period upon which FEWPB bases its proposed rate 

adjustment. 



b. Explain why this test period was chosen. 

Witness: Mike Lane 

Response: Attached 

4. Provide the general ledgers for FEWPB’s water and other operations for the 

proposed test period and the most recently concluded fiscal year. These general ledgers 

shall include all check registers and spreadsheets used to record and track financial 

transactions. 

Witness: Shannon Taylor 

Response: Attached 

5. For each outstanding revenue bond issuance related to FEWPB’s water and 

sewer operations, provide: 

a. The bond ordinance or resolution authorizing the issuance of revenue bonds. 

b. An amortization schedule. 

c. A detailed explanation of why the debt was incurred. 

d. A calculation of the annual debt service payment, including all required 

payments to debt service accounts or funds, for each of the next 3 years. 

Witness: Shannon Taylor, Herbbie Bannister 

Response: Attached 

6. List all persons on FEWPB’s payroll during the proposed test period. For each 

employee, state his or her job duties, total wages paid during the fiscal year, current salary 

or wage rate, and the percentage of work hours spent performing duties for each division 
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(e.g., water, electric, cable television, telephone) during the fiscal year. If FEWPB’s records 

do not permit the allocation of an employee’s work hours among city divisions, provide an 

estimate for each employee and explain how FEWPB derived the estimate. 

Witness(es): Shannon Taylor, Warner J. Caines 

Response: Attached 

7. For each employee listed in Item 6, describe how FEWPB allocated his or her 

payroll and payroll overhead charges to each division for the proposed test period. This 

response shall include a detailed explanation of all allocation procedures. Payroll overhead 

charges include payroll taxes, health insurance premiums, pension costs, and any other 

employee benefit costs. 

Witness: Shannon Taylor 

Response: Attached 

8. a. List all joint or shared costs that FEWPB incurred during the proposed test 

period. For each cost, list the vendor, total expense amount, amounts allocated per 

division, and the basis for allocation. 

b. Describe the procedures to allocate joint and shared costs among FEWPB’s 

divisions for the proposed test period. 

c. Provide all internal memorandums, policy statements, correspondence and 

documents related to the allocation of joint and shared costs. 

Witness: Shannon Taylor 

Response: Attached 

3 



9. Provide detailed depreciation schedules for the water and other divisions. A 

separate schedule shall be provided for each division. 

Witness: Shannon Taylor 

Response: Attached 

I O .  Provide an adjusted trial balance and audit adjustments for the proposed test 

period and the most recently completed fiscal year. The trial balance shall be traced and 

referenced directly to the general ledgers requested in Item 4. 

Witness: Shannon Taylor 

Response: Attached 

11. Identify all local, state, and federal agencies to which FEWPB would annually file 

a financial report of its operations. 

Witness: Warner J. Caines 

Response: Attached 

12. a. Identify all persons or entities to which FEWPB provides wholesale water 

service. 

b. For each customer listed above, provide for each of the previous 24 months its 

monthly water usage and the amount that FEWPB charged it for service. 

Witness: Herbbie Bannister 

Response: Attached 
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13. a. Complete the table below: 

2 0  
16” 
14” 
12” 
1 0  
8” 
6” 
4” 
2 

Miles of Lines Used By FEWPB To Serve I Its Wholesale Customers 
I Total Miles of 

Line 

7.86 7.80 
11.73 1 1.72 

2.74 2.69 
36.31 30.31 
1.18 1.14 

53.70 
121.91 
25.59 

NIA NIA 

I 36” I 1.02 I 1.02 I 
1 24” I 7.71 I 7.71 I 

b. Who paid for the water main(s) that FEWPB uses to deliver water to FEWPB’s 

wholesale 

customer(s)? 

Witness(es): David Billings, Herbbie Bannister 

Response: Attached 

14. a. What is the maximum capacity of FEWPB’s water treatment plant? 

b. For each of the customers listed in response to Item 12(a), state: 

(1) The amount of FEWPB’s total water treatment plant capacity currently reserved 

for that customer. 

(2) The minimum and maximum quantity of water (in gallons) that the customer may 

purchase in a month under the terms of its present water purchase contract with 

FEWPB. 

c. Describe the changes, if any, that FEWPB expects within the next 3 years in the level 

of water treatment capacity reserved for each of the customers listed in Item 12(a) and state the 

reason(s) for FEWPB’s expectations. 
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Witness: Herbbie Bannister 

Response: Attached 

15. a. Who owns the master meter(s) through which FEWPB provides water to the 

customers listed in Item 12(a)? 

b. Through how many master meters does FEWPB provide water service to each of the 

customers listed in Item 12(a)? 

c. Who is responsible for maintaining these master meters? 

Witness: Herbbie Bannister 

Response: Attached 

16. Provide a system map showing all FEWPB facilities that are used to service the 

customers listed in Item 12(a). This map shall, at a minimum, show all master meters, pumping 

stations, storage tanks, water transmission mains and water distribution mains used to serve the 

customers listed in Item 12(a). The size of all mains shall be clearly indicated on this map. 

Witness: Herbbie Bannister 

Response: Attached 

17. What portion, if any, of FEWPB’s water main(s) that serve the customers listed in Item 

12(a) 

are gravity fed? 

Witness: Herbbie Bannister 

Response: Attached 

18. a. List FEWPB’s water sales (in gallons) for each month of the previous 36 months for 

each of its wholesale customers and for its retail customers. 

b. List the total amount billed by FEWPB for water service for each month of the 

previous 36 months to each of its wholesale customers and to its retail customers. 

Witness: Shannon Taylor 

Response: Attached 
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19. Provide FEWPB’s current rate schedule for its retail customers and for each of its 

wholesale customers. 

Sales to Elkhorn Water District 

Sales to Farmdale Water District 

Sales to Peaks Mill Water District 

Witness: Shannon Taylor 

87,811,400 

238,022,000 -t 75,559,000 

88,468,900 

254,486,300 

75,578,900 
- 

Response: Attached 

Sales to North Shelby Water District 

Sales to Other Wholesale Customers 
(Georgetown) 

Total Produced and Purchased 

- 

20. Complete the table below: 

184,143,000 168,258,000 

200,779,000 210,229,000 
_I 

- 

3,029,153,000 2,803,874,000 

- 
I 

Gallons for Test Gallons for Fiscal Year 
Ending June 30,2005 

I- + 67,21,000 + 73,355,000 Plant Use * Includes water for flushing 

FEWPB 

Line Loss (Unaccounted for) I 256,473,200 I 209,697,310 

Sales to Retail I 1,557,065,690 I 1,369,779,465 

24,862,700 I Sales to South Anderson Water District I 28,390,200 

Sales to US 60 Water District I l89,202,30O I 173,408,100 

Total Sold 2,705,466,000 2,520,821,000 

- 

Witness: Herbbie Bannister, Chris Riddle 

Response: See above 

21. a. State whether FEWPB provides unmetered water service to any entities (e.g., service 

to municipal buildings, fire departments or protection services). 

b. If unmetered service is provided, then for each type of service, estimate the 

percentage of the total unmetered amount. 
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Witness: Herbbie Bannister 

Response: Attached 

22. Provide a copy of the cost-of-service study upon which the proposed rate is based. 

Witness: Mike Lane 

Response: Attached 

23. a. Identify the person who prepared the cost-of-service study upon which the proposed 

rate is based. 

b. Provide the preparer’s curriculum vitae. 

c. List all cases before the Commission in which the preparer has submitted a cost-of- 

service study. 

d. List all utilities (municipal or public) for which the preparer has prepared a cost-of- 

service study. For each utility, identify the type of utility service (water or sewer) for which the report 

was prepared. 

Witness: Mike Lane 

Response: Attached 

24. If the proposed rate is not based upon a cost-of-service study, describe how FEWPB 

determined the proposed wholesale rate and state who participated in the determination. 

Witness: Not Applicable 

Response: Not Applicable 

25. Provide the ordinance or resolution in which the proposed rate adjustment was 

approved. 

Witness: Warner J. Caines 

Response: Attached 
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26. Provide the minutes of each meeting of the FEWPB since January 1, 2002 in which a 

proposed rate adjustment to FEWPB’s wholesale customers was discussed. 

Witness: Warner J. Caines 

Response: Attached 

27. Provide a copy of all correspondence, electronic mail messages, or other written 

communications between FEWPB and its wholesale customers since January 1,2000 regarding 

revisions to FEWPB’s wholesale rate. 

Witness: Warner J. Caines 

Response: Attached 

28. Provide all contracts for water service between FEWPB and its customers for whom 

wholesale water service is provided and that have not been filed with the Commission. 

Witness: Warner J. Caines 

Response: Attached 

29. a. State the annual effect of the proposed rate adjustment on FEWPB’s revenues from 

wholesale water service to each of its wholesale water service customers. 

b. Show all calculations made and state all assumptions used to derive the response to 

Item 29(a). 

Witness: Mike Lane 

Response: Attached 
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C ERTl FIC AT1 ON 

I, Hance Price, certify that I am the attorney supervising the preparation of these Responses on 

behalf of the Frankfort Electric and Water Plant Board and that the Responses and attachments 

thereto are true and accurate to the best of my knowledge, information and belief formed after 

reasonable inquiry. 

l-Lu -.- P ' ' b L ,  - 
Hance Price 

Submitted By: 

124 West TGdd Street 
Frankfort, Kentucky 40601 

Hance Price 
317 West Second Street 
Frankfort, Kentucky 40601 

Attorneys for Frankfort Electric and 
Water Plant Board 

This the &day of !fcLCvlL- ,2006. 
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CERTIFICATE OF SERVICE 

I, Hance Price, certify that on the I c‘ day of .- 2006 a copy 

of this Response to the Commission’s Order of October 20, 2006 was served by 

O C ,  .+-by. 

hand delivery to Honorable Thomas A. Marshall, Attorney at Law, 212 Washington 

Street, P.O. Box 223, Frankfort, KY 40602, and by mail to Honorable Donald T. 

Prather, Mathis, Riggs & Prather, P.S.C. Attorneys at Law, 500 Main Street, Suite 5, 

Shelbyville, KY 40065 and by hand delivery of an original and six copies to Beth 

O’Donnell, Executive Director, Kentucky Public Service Commission, 21 I Sower 

Boulevard, P.O. Box 61 5, Frankfort, KY 40602-061 5. 
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Frankfort Electric and Water Plant Board 
Response to PSC Order Dated: 10-20-2006 

Case No. 2006-00444 

ITEM 1: Direct Testimony 

Response: Ex. 1 --Warner J. Caines, General Manager 

Ex. 2 - Mike Lane, R.W. Beck & Associates 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

CASE NO. 2006-00444 
APPLICATION OF THE FRANKFORT ) 

) ELECTRIC AND WATER PLANT BOARD 
FOR AN ADJUSTMENT OF WHOLESALE RATES ) 

TESTIMONY OF WARNER J. CAINES 
GENERAL MANAGER OF FRANKFORT ELECTRIC 

AND WATER PLANT BOARD 

Q 1  

A. 

Q 2  

A. 

Q 3  

A. 

Please state your name. 

Warner J. Caines 

Where are you employed? 

I am employed as General Manager of the Frankfort Electric and Water Plant 

Board. My address is 317 W. Second Street, Frankfort, KY 40601. I have been 

employed as General Manager of the Plant Board since April 1985. 

Explain briefly the operation of the FEWPB. 

The Board is an independent, municipally owned utility. There are three divisions- 

electric, cable/telecommunications and water. Each division is operated as a 

separate unit and the rates for each unit are based on its revenues and expenses. 

1 



Q 4  As part of your duties were you responsible for the determination that a rate 

increase for the wholesale water customers was necessary? 

A. Yes. It has been almost five (5) years since the Plant Board’s last cost-of-service 

study on water rates. Our commitment to the wholesale customer was to perform 

a study prior to any rate adjustment. In an effort to determine whether the rates 

were generating sufficient revenue and whether the customer classes were paying 

the appropriate share of the revenue requirements, the Plant Board contacted R. 

W. Beck to conduct a cost-of-service study for the purpose of determining whether 

a rate adjustment was necessary and whether a modification of the rate design 

was appropriate. In July, 2006 the cost-of-service study was presented to the 

Board indicating that a rate increase was necessary. 

What did the cost-of-service study indicate that the rate for the wholesale Q 5  

customers should be? 

A. The wholesale rate according to the cost-of-service study should be $1.714 per 

1.000 gallons. The present rate is $1 539 per 1,000 gallons. 

Q 6  

they? 

How many wholesale water customers does the Plant Board have and who are 

A. The Plant Board has seven (7) wholesale water customers: The City of 

Georgetown Municipal Water System, Elkhorn Water District, Peaks Mill Water 

District, Farmdale Water District, North Shelby Water District, U.S. 60 Water 

District and South Anderson Water District. 
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Q 7  Has notice been given to the water districts affected by this rate increase? 

Yes. On or about August 2, 2006 letters by certified mail were sent to all of the 

water districts affected by the rate increase encouraging them to meet with the 

Plant Board prior to a public hearing which was to be held on August 22, 2006. 

On August 22, 2006, a public hearing was held. On Septembdr 19, 2006, the 

Board met to discuss authorization of the proposed rate increase. On September 

20, 2006, the proposed rates were submitted to the Public Service Commission 

and notice of the filing of those proposed rates was given to each of the water 

districts. Notice was also published in the appropriate newspapers. 

What rate is the Plant Board proposing for the water districts? 

$1 -714 per 1,000 gallons. 

In general terms, why is the additional revenue reflected in the water districts’ 

A. 

Q 8  

A. 

Q 9  

increased rate, needed by the Plant Board? 

A. Several factors have prompted the need for a rate increase. These include, but 

are not limited to, increased cost for chemicals utilized in the water purification 

process, replacement pumps for FPB’s raw water pumping station that supplies 

water to all districts, increased retirement contributions mandated by state law, 

and less water usage. 

Are the costs you just discussed directly related to providing service to the Q 10 

wholesale customers? 

A. Yes. The items mentioned specifically relate to the treatment of raw water. As 

such, there is a direct relationship between the foregoing expenses and the cost to 

produce treated water, which is sold to the water districts. 
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Q 11 

revenues used to offset expenses for the other divisions of the Plant Board, that is, the electric 

department and the cable department? 

Based upon your knowledge of the operations of the Plant Board, are water 

A. No. 

Q 12 Are water rates ever increased to offset losses in the other divisions? 

No. The rates of the water division are based solely upon the revenues and 

expenses of the water department and have no relationship whatsoever to the 

revenues and expenses of either the electric or the cable division. 

Based on your familiarity with the financial condition of the water department, is 

A. 

Q 13 

this rate increase necessary? 

A. Yes. The revenue requirements developed for purposes of the 2006 Cost-of- 

Service Study, including margin for anticipated debt service and normal capital 

additions, indicate that current water rates produce a deficit of $1,571,665.00. 

Does this conclude your testimony? Q 14 

A. Yes. 
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ubscribed and sworn to before me by this /A --day 
of D~La . 

Notary Public 

My commission expires: __ y & . Z ?  ZoaB 
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COMMONWEALTH OF KENTIICKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF THE FRANKFORT 1 
ELECTRIC AND WATER PLANT BOARD ) CASE NO. 2006-00444 
FOR AN ADJUSTMENT OF WHOLESALE RATES ) 

TESTIMONY OF MICHAEL LANE 

Q 1  Please state your name. 

A. Michael Lane 

Q 2  By whom are you employed? 

I am a consultant for the firm of R. W. Beck, Inc., 400 Professional Park Drive, 

Goodlettsville, TN 37072-2 140. 

Briefly summarize your education and your work experience as it relates to 

regulated utilities and cost-of-service studies in particular. 

A. 

Q 3  
I 

A. Education: In 1994 I received an Associate’s in Applied Sciences and Technology in 

Nuclear Engineering Technology from Thomas Edison State College in Trenton, NJ. In 

1999 I received a Bachelor of Business Administration Degree from Belmont University in 

Nashville, TN. In 2003 I earned a Master’s of Business Administration (Finance) from the 

Massey Graduate School of Business at Belmont University. In 2004 I became an 

Accredited Senior Appraiser (ASA) of the American Society of Appraisers, specializing in 

the appraisal of Public Utilities. 



31 A. Work Experience: From 1987 to 1991 I was employed by the U.S. Navy as a nuclear 

32 power plant operator and instructor at the Naval Nuclear Power Training Unit in Ballston 

3 3 Spa, NY. From 1991 to 1994 I was employed by the US. Navy as a nuclear power plant 

34 supervisor on board the USS Minneapolis-St. Paul (SSN 708). From 1994 to 1998 I was 

35 employed by Hartford Steam Boiler Inspection and Insurance Company as a field 

36 engineedboiler and machinery inspector. Since joining R. W. Beck, Inc. in 1998 as a 

37 consultant, I have participated in, prepared, and supervised the preparation of cost of 

38 service studies, rate studies, financial studies, cost analyses, studies pertaining to the 

39 valuation, appraisal, acquisition and sale of utilities, and periodic utility reports for municipal 

40 electric, water, wastewater, and gas utility systems. 

41 

42 Q 4 Have you previously prepared cost-of-service studies involving regulated utilities? 

43 

14 

45 Clark County REMC, Indiana 

46 Buckeye REC, Ohio (2 studies) Lawrenceburg Power System, Tennessee 

47 Frankfort EWPB (Electric), Kentucky Millennium Energy, Kentucky 

1 8  WIN Energy REMC, Indiana (2 studies) Williamstown, Kentucky 

49 Hartselle Utilities Board, Alabama Decatur Gas System, Alabama 

A. Yes. I have participated in cost-of-service studies involving utilities including: 

Harrison County REMC, Indiana (2 studies) 

50 Geargetown Municipal Water Henderson Municipal Power & Light, 

51 and Sewer Service, Kentucky Kentucky 

53 Corbin Utilities Hannibal Board of Public Works (Electric and 
54 Commission (Water), Kentucky water), Missouri 

52 

55 

56 

57 



58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 

71 

7 2 

73 

74 

75 

76 

77 

78 

Q 5  

Commission involving the Frankfort Electric and Water Plant Board? 

What is your involvement in the case now pending before the Public Service 

A. Our firm was retained to perform a cost-af-service study for FEWPB customer 

class of water users. 

Q 6  What type of study have you prepared for the FEWPB? 

I have prepared a cost-of-service study and rate design for FEWPB classes of A. 

retail and wholesale water users. Using the Base - Extra Capacity method of analysis, the study 

determined that there should be an overall increase in revenue and for the customers in 

question before this commission, the wholesale purchasers; an increase of approximately 

11.4% above the current rate is required. 

Q 7  

study? 

What directions, if any, were you given by the Plant Board prior to beginning your 

A. In general terms, I was asked to develop a cost-of-service model that would 

estimate the cost of providing service to each customer class and to determine whether the 

current rate design recovered these costs in a reasonable, nondiscriminatory manner. 

Q 8  

another? 

A. 

Were you told to adjust the results so that there was a subsidy from one class to 

No, there was no adjustment to any of the revenue or expense factors so as to 

cause a shifting from one class to another. The study reflects the cost of providing service to 

each class and no subsidies by one class in favor of another were included in our methodology. 
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93 

94 
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96 
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98 

99 

IO0 

01 

102 
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Q 9  Explain briefly the methodology used to perform this study. 

I used the base extra capacity method for this study. The analysis requires a A. 

review of cost to serve each customer classification. Those customer classes are city, county, 

fire services and hydrants, loading stations, wholesale and municipal. 

The first step of the was to classify costs to reflect the total utility cost of service in 

terms of costs associated with supplying the customer's average and peak rats of use and costs 

related to customer's meters, services, and accounts. 

Three classifications that are used in the Base Extra Capacity methodology are: 

Base Capacity - refers to costs that tend to vary with the total quantity of water used and 

includes the 0 & M expenses and capital costs associated with service to customers 

under average load conditions. Base costs include all costs associated with serving 

customers to the extent required for a constant, or average, annual rate of use such as 

the cost of chemicals. 

Extra Capacity - refers to cost associated with meeting rate of use requirements in excess of 

average and includes 0 & M expenses and capital costs for system capacity beyond that 

Required fur average usage. 

Customer Component - refers to costs associated with serving customers irrespective of the 

amount of water used or maximum demand. They include meter reading, hilling, and 

customer accounting and collecting expense, as well as costs pertaining to customer 

meters and services. 

/ 
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Q I O  

A. 

Please describe the base-extra capacity method. 

The base-extra capacity method classifies water service costs into base costs, 

extra capacity costs, and customer costs as described in Question 9 above. After the total 

operating revenue requirement has been classified as to base, extra capacity, and customer 

costs, the customer class responsibility for each of these costs is determined. This is 

accomplished by making a determination of the average and maximum water use requirements 

for each appropriate customer class. A rate structure is then computed that will recover the total 

cost of service per customer class. 

Q11 What is the next step in the study? 

Various factors, based upon customer usage and service characteristics, were A. 

developed for use in allocating the test year requirements to individual customer classifications. 

These allocation factors reflect accepted rate making principles and are based on fully 

distributed, embedded cost allocation procedures. 

Q 12 What are the specific allocation factors that you use? 

Allocation factors, or weighting factors, were developed as follows: 

Annual Usage -the total annual water consumption for each customer class 

Average Usage -the average monthly consumption for each class 

Non-Coincident Peak - the maximum monthly consumption 

Extra Capacity - the amount by which the non-coincident peak exceeds 

the average monthly usage 

Number of Customers - the number of customers in each customer class as 

of December 30,2005. 

A. 

Weighted Meters - the number of equivalent meters in each customer class. 
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Charles T. Mitchell Company, LLP 
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INDEPENDENT AUDITOR'S REPORT 
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TE~PHONE (502) 227-7395 
TELE W P E R  (502) 2.77-8005 
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Chairman 
Members of the Electric and Water Plant Board 
Frankfort, Kentucky 

We have audited the accompanying financial statements of the Electric and Water Plant Board of the City of 
Frankfort, Kentucky, as of June 30,2004 and 2003 and the related statements of revenues, expenses and changes in 
net assets and cash flows for the years then ended. These financial statements are the responsibility of management. 
Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free of material misstatements. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
pnnciples used and significant estimates made by management, as well as evaluating the overall financial statements 
presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the Electric and Water Plant Board of the City of Frankfort, Kentucky, as of June 30, 2004 and 2003 and the 
results of its operations and its cash flows for the years then ended in conformity with accounting principles 
generally accepted in the United States of America. 

Management's Discussion and Analysis is not a required part of the financial statements but is supplemental 
information required by the Governmental Accounting Standards Board. We have applied certain limited 
procedures, whxh consisted principally of inquiries of management regarding methods of measurement and 
presentation of the supplemental information. However, we did not audit the information and express no opinion on 
it. 

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a whole. The 
supplemental information on pages 14 through 25 is presented for purposes of additional analysis and is not a 
required part of the basic financial statements. Such information has been subjected to the auditing procedures 
ap lied in the audits of the basic financial statements and, in our opinion, is fairly stated in all matenal respects in 
reition to the basic financial statements taken as a whole. 

Charles T. Mitchell Company 
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Equivalent meters are determined by multiplying the appropriate equivalent 

meter and service ratio by the number of meters in each customer class. The 

ratios are based on the average investment for a%standard meter installation 

as given by the equivalent meter and service ratios listed by the American 

Water Works Association. 

Other allocation factors included revenue, total gross plant, and labor factor. 

Why did you use this method for your study? 

This is a method recognized by the American Water Works Association to be a 

Q 13 

A. 

fair, accurate and reasonable means of determining revenue requirements and rates. This 

method is currently one of the preferred methods of the AWWA for water cost-of-service studies. 

It was developed by the Water Rate Committee of the AWWA in 1972. It is considered to be 

one of the most up-to-date methods of cost allocation for water utilities because of the treatment 

of cost associated with providing water service at rates of users in excess of the average water 

use requirement. 

Another important factor is that costs are allocated to classes of customers and a 

cost to serve a class of customers, such as residential, industrial or wholesale, can be 

determined under the base-extra method. 

Q 14 

customers? 

What rate does your study indicate should be charged to the wholesale 

A. $1.781 per 1000 gallons for purchases up to 15 million gallons and $1 -566 per 

1000 gallons for usage greater than 15 million gallons for Georgetown Municipal Water and 

Sewer and a flat rate of $1.714 per 1000 gallons for all other wholesale water customers. These 

rates are based on our recommendation of an 11.4% increase as shown on page ES-4, table 



i s 0  ES-4 of our Cost of Service Report. Table ES-4 illustrates the existing average wholesale rates 
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and the average cost based rates revealed by the Cost of Service study and exhibited in Exhibit 

2 of the Cost of Service Report, page 20 of 20. 

Q 15 

class? 

Does this rate take into account facilities used to serve the wholesale customer 

A. Yes. 

Q 16 

storage tanks? 

A. 

Does it reflect the facilities owned and operated by each water district such as 

Yes. Allocation factors, as shown on schedules 1 and 2 of Appendix 2, reflect 

measured levels of average annual consumption and maximum monthly consumption for each 

customer class. 

Q 17 

user class? 

How do you propose to recover the allocated cost of service from the wholesale 

A. It is proposed to recover the allocated cost of service from the wholesale user 

class with a tariff that incorporates a uniform volumetric rate to recover base costs, extra 

capacity costs, and customer costs. 

Q 18 

study for the FEWPB a generally accepted method in the utility industry? 

Based upon your experience, is the method used in preparing the cost-of-service 

A. Yes. 

Q 19 Is it your opinion that the rate produced by this study is reasonable? 

'70 A. Yes. 
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Frankfort Electric & Water Plant Board 
Management’s Discussion & Analysis 

1 

The Frankfort Electric and Water Plant Board is presenting the following discussion and analysis in order to provide 
an overall review of the Boards significant fmancial activities for the fiscal year ended June 30, 2004. We 
encourage the readers to consider the information presented here in conjunction with the Boards financial statements 
to enhance their understanding of the Boards financial performance. 

OPERATIONAL OVERVIEW 

The Board was established under Kentucky Revised Statutes (FRS 96-176) as a combined Electric and Water 
System to operate, maintain, improve, and expand the respective facilities and began operations in 1943. In 1954 
the Board created Community Television and appointed a separate Cable Board to provide Cable TV service to 
Frankfort and the surrounding area. In 1988 the Board took direct control of the Cable TV operation in order to 
provide additional services over a fiber optic network, as a public project (the Full Service Network). All three 
operations are combined together and presented on pages 5 to 7of the Audit Report. Cable Telecommunications 
operations are separated from the Electfic and Water operations on the audit report under “Supplemental 
Information” pages 14 to 24. The Board has nearly completed the upgrade of the cable system to fiber optics, and is 
now able to provide a Full Service Network (FSN), with some exceptions, throughout the Cable Serviee Area. The 
Full Service Network includes Digital TV, High Speed Data Service, Point to Point Fiber Service, Security Service, 
Local and Long Distance Telephone Service, and will, in the near future, begin High Definition TV Service. The 
upgrade is being financed by a Master Credit Agreement with a credit line approaching $30.0 million dollars, of 
which $22.8 has been expended. The remainirig $7.2 million is expected to be expended over the next two fiscal 
years, to complete the upgrade and provide the necessary equipment to connect customers to the FSN system. 
Security for this financing is the Cable Plant exclusively and repayment will be fiom Cable revenues only. The 
Board is generally on schedule with the rollout of FSN services and anticipates beginning to repay funds borrowed 
under the Master Credit Agreement in Fiscal Year 2005-06 in accordance with the agreement. The Electric and 
Water facilities and finances are specifically excluded as security in the Master Credit Agreement. 

Assets 

The major changes in Assets, as reported on the Audit, are in ‘Troperty, Plant, and Equipment” and “Receivables”. 
The Board budgeted $7.1 million for Capital Additions this fiscal year and expended $6.4 million. Generally the 
Board attempts to perform all construction in house. This sometimes leads to budgeted funds moving to or from 
Capital Additions in response to maintenance and repairs within these systems. Electric and Water were almost 
$0.46 million under budget whereas Cable was $0.22 million over budget and General Capital Additions (allocable 
to all three operations) were under run by $0.46 million.. The Electric and Water under run was partially due to 
movement of finds to repair and maintenance items and delay of some Water Treatment Plant upgrades. The Cable 
overrun was not significant and, in any event, was covered by borrowing on the Master Credit Agreement from 
funds unexpended due to construction delays in previous years. The General additions under run was due to 
delaying Computer enhancements, as IT personnel were implementing a new Customer Information and Billing 
system and were unable to get to the proposed enhancements, and the delay in purchasing some equipment on State 
Price Contracts which were in the process of being renegotiated late in the Fiscal Year. The increase in receivables 
is due to a changing Fuel Adjustment credit on the Electric Bills and the rollout of new services to our customers 
available on the FSN. 

Liabilities 

The Audit Report indicates that the major change in the Liabilities is in the Bonds & Bond Anticipation Note 
Payable. As in the prior fiscal year, all of the increase in borrowing is in the Cable operation, for the Full Service 
Network. This borrowing amounted to approximately $3.63 million in the current fiscal year. This was in line with 
the $3.3 million budgeted, allowing for the overrun in cable construction. The other existing major debt is the 1999 
Electric and Water Bond issue on which payments and sinkiig fund requirements are being met in accordance with 
the Bond contract. 

2 



Net Assets 
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The increase in Invested in Capital Assets reflects the continuing construction and rebuild of the Cable Plant to FSN 
standards, and normal upgrades and expansion of the Electric and Water Plant. The increase in Restricted for Debt 
Retirement is in accordance with the 1999 Electric and Water Bond issue sinking fund requirements. Remaining 
categories have not significantly changed. 

REVENUES & EXPENSES 

Electric & Water 

The Board budgets revenues and expenses based on a five-year historical calculation and current inflationary trends. 
There are major impacts to the Electric and Water operations due mainly to weather conditions, which cannot be 
adequately anticipated. The use of a 5-year historical period tends to result in an “average” year in growth, inflation 
and prevailing weather. It is a rare occurrence when “average” and actual coincide. For the Fiscal Year ended June 
30, 2004 electric and water were both under what would be considered “average”, due mainly to prevailing weather 
conditions. On the Electric side, the loss in revenue was offset to a large extent by a coincident decrease in 
purchased power costs. The remaining differences are well within anticipated variances. On the Water side, certain 
scheduled maintenance projects were delayed in an effort to offset less than optimal weather conditions, creating a 
slightly more significant decrease in expenses than revenues. The delay of these items is not expected to effect the 
plants operations in any significant manor, although they will be rescheduled in fbture budget years. Overall the 
Board budgeted an Electric and Water net loss of $418 thousand dollars. Adding back depreciation and 
amortization the Board expected to have funds available for Capital Additions and reserves of $2.1 million dollars. 
The actual income was a loss of $348 thousand dollars with $2.lmillion in available funds. 

Cable Telecommunications 

With the exception of storm damage, Telecommunications is not affected by Weather conditions. The Board 
anticipated losses for this operation due to the heavy outlay for plant, using borrowed funds (with the attendant 
interest expense on these fi ids),  and start up costs for the FSN. The Board budgeted a net loss of $2.0 million 
dollars with funds available (after adding back depreciatiodamortization) of $3 hundred thousand dollars. The 
actual loss was $1.6 million with available funding at $847 thousand dollars. Since all Capital Additions are being 
fiinded by borrowing, the available funding was considered adequate. The Board anticipates increases in revenues 
due to the rollout of the FSN services to far exceed the increases due to inflation, interest, and additional costs in 
future years. 

Other Non-Operating Revenues 

Other non-operating revenues increased $240 thousand dollars this fiscal year. The Franklin County Government 
(Franklin County Kentucky) purchased an interest in the Boards mapping system for $226 thousand dollars. The 
Board considers this a one-time event, occurring in this fiscal year only. In addition, one of the Water Districts 
served by the board paid a one-time fee of $16 thousand dollars for the same service, for a total increase over budget 
of $242 thousand dollars for these items. The Board has not included any monies for items such as this io its future 
budget calculations. 

THE FUTURE 

Electric & Water 

Due to the lower consumption levels for electric and water operations in this fiscal year, and the effects of this 
lowered level on the five-year budget projections? the Board anticipates the need for a rate adjustment and or 
borrowing. For water, due to its relatively small funding reserve, this will probably occur in the next fiscal year. 
The Board may elect to split any funding adjustments between two fiscal years, allowing time for normally dry (or 
abnormally dry) summer months to increase the revenues available. For electric, which has a larger funding reserve 
available, any rate adjustment will probably be delayed at least one fiscal year, again to allow for possible changes 
in prevailing weather conditions. The Board does not anticipate any problems with implementing rate increases or 
borrowing for either operation. 



Cable Telecommunications 

The Board anticipates continuing to add significantly to the customer base for cable, in particular for high-speed 
data services and local and long distance phone services, over the next several Fiscal Years. Even with the increase 
in costs due to additional borrowing, remaining start up costs, inflation, and principal payments (scheduled to begin 
in Fiscal Year 2005-6), the Board anticipates being able to generate positive net income (before adding back 
depreciation and amortization) in Fiscal Year 06-07. The Board is aware that this means taking operational losses 
in the next two fiscal years and relying on borrowed fiinds for Capital Additions, but this was anticipated in the 
planning and allowed for. The Board expects to be able to repay all borrowed funds by Fiscal Year 2016, as 
scheduled in the Master Credit Agreement under which all Cable borrowing is being done. 

I 
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ASSETS 
Cash & Cash Equivalents 
Investments 
Accrued Interest Receivable 
Receivables 

Billed user fees 
Unbilled user fees 
Advertising 
Other 

Inventory 
Prepaid Expenses 
Property, Plant, and Equipment 

Cable Acquisition Cost 
Unamortized Bond Discount 
Insurance Escrow Account 
Retirement Plan Assets: 

Less: Accumulated Depreciation 

Cash and Cash Equivalents 
Investments 

TOTAL ASSETS 

LIABLITES AND NET ASSETS 

Accounts and Other Payables 
Accrued Expenses 
Customer Deposits 
Unearned Revenues 
Bonds Payable Due in One Year 
Long Term Debt: 
Bonds & Bond Anticipation Note Payable 
Notes Payable-Retirement Plan 

LIABLLITIES 

TOTAL LIABILITIES 

NET ASSETS 
invested in Capital Assets 
Restricted for Debt Retirement 
Restricted for Retirement Plans 
Unrestricted 

TOTAL, NET ASSETS 

TOTAL L,TABILITIES AND NET ASSETS 

FRANKFORT ELECTRIC & WATER PLANT BOARD 
COMPARATIVE STATEMENT OF NET ASSETS 

JUNE 30,2004 AND 2003 

2004 2003 
$ 1,984,042 $ 2,190,O 12 

1,462,714 1,369,795 
2,888 3,517 

-- 

5,228,467 
1,003,993 

192,085 
276,594 

3,124,105 
577,400 

134,254,779 
(54,203,348) 

1,053,000 
247,388 
105,000 

4,425,173 
938,993 
150,725 
69,235 

2,8 12,104 
487,234 

127,825,459 

1,193,400 
263,435 
113,000 

(49,435,435) 

20,201 14,783 
360.627 357.390 

6,149,570 $ 
769,159 

1,634,088 
566,326 
656,367 

5,302,143 
645,375 

1,524,401 
552,43 8 
620,541 

35,361,203 32,389,155 
347.692 _~ 383.414 

4 1.4 1 7,467 45,484,405 

44,033,861 45,380,328 
820,026 699,506 
380,827 372,173 

4,970,8 16 ____ 4,909,946 

51,361.953 50.205.530 

92,779,420 $ 95,689,935 $ 

, The accompanying notes are an integral part of these financial statements. 
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Operating Revenues 
Fees 

-.., Electric 
Water 
Telecommunication 

-1 

Total Operating Revenues 

Operating Expenses 
Electric 
Water 
Telecommunication 

Total Operating Expenses 

Net Income From Operations -- 

Non-Operating Revenues( Expenses) 
Net Merchandise Sale 
Rental Revenue 
Interest Revenue 
Other Non-Operating Revenue 
Interest Expense 
Retirement Plan Net Income/(Loss) 

Total Non-Operating Revenues (Expenses) 

Income (Loss) Before Contributions 

Capital Contributions 

Change in Net Assets 

Net Assets - Beginning of Year 

Net Assets - End of Year 

FRANKFORT ELECTRIC & WATER PLANT BOARD 
COMPARATIVE STATEMENT OF REVENUES, EXPENSES, AND 

CHANGES IN NET ASSETS 
FOR THE YEARS ENDED JUNE 30,2004 AND 2003 

2004 __ 2003 ____ - 

$ 31,454,323 $ 31,223,364 
6,138,8.37 6,363,533 

10,747,83 1 9,059,117 

48,340,991 46,646,O 14 

3 1,841,343 30,150,071 
5,875,295 5,674,53 1 

11,601,864 10,769,345 

49,3 18,502 __ 46,593,947 

(977,511) 52,067 

22,133 16,484 
9,785 10,668 

34,009 48,729 
579,602 360,366 

(1,597,611) (1,471,8 10) 
8,654 (5,402) 

(943,428) (1,040,965) .-__ 

(1,920,939) (988,898) -. 

1,036,7 14 764,5 16 

( 1,156,423) 47,8 16 

51,361,953 ~ 5 1,3 14,137 

$ 50,205,530 $ 5 1,361,953 

The  accompanying notes are an integral part of these financial statements. 
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FRANKFORT EL.ECTRIC &WATER PLANT BOARD 
COMPARATIVE STATEMENT OF CASH FLOWS 

FOR THE YEARS ENDED JUNE 30,2004 AND 2003 

Cash Flows from Operating Activities: 
Change in Net Assets 

Adjustments to reconcile change in net assets to 
net cash provided by operating activities: 

Depreciation 
Amortization 
(1ncrease)lDecrease in receivables 
(1ncrease)lDecrease in inventory 
(1ncrease)lDecrease in prepaid expenses 
Increasd(Decrease) in accounts and other payables 
Increasd(Decrease) in accrued expenses 
Increasd(Decrease) in customer deposits 
Increasd(Decrease) in unearned revenues 

Total Adjustments 

Net cash provided by operating activities 

Cash Flows from Investing Activities: 
Net capital additions 
Net sale of investments 

Net cash used by investing activities 

Cash Flows from Financing Activities: 
Net increase in bondnote indebtedness 

Net cash provided by financing activities 

Net increase/(decrease) in cash and cash equivalents 

Cash and cash equivalents beginning of year 

Cash and cash equivalents end of year 

Non-Cash Capital & Financing Activities 
In 2004 and 2003, capital contributions consisted of $764,516 and $1,036,714 respectively. 

2004 ___ 2003 
$ ( I ,  156,423) $ 47,8 16 

4,995,285 
156,446 

(1,115,784) 
(3 12,002) 

(90,166) 
847,427 
123,784 
109,687 

- 13,888 

4,744,638 
156,446 
387,947 
(59,047) 

7,167 
174,459 
53,894 

158,754 
15,587 

4,728,565 5,639,845 

3,572,142 5 , 6 8 7 E  

(6,543,69 1) (8,599,259) 
(96,156) 809,090 

(7,790, I 69) (6,639,847) - 

2,972,153 2,412,880 

2 972 153 2,412,880 _I)- 

(95,552) 310,372 

2,204,795 1,894,423 

$ 2,109,243 $ 2,204,795 

The accompanying notes are an integral part of these financial statements. 
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FRANKFORT ELECTRIC AND WATER PLANT BOARD 
NOTES TO THE FINANCIAL STATEMENTS 

June 30,2004 

NOTE A - SUMMARY OF SIGNIFICANT ACCOTJNTING POLICIES 

The Frankfort Electric and Water Plant Board was formed in April, 1943 through the acquisition by the City of Frankfort, of the entire 
capital stock of the Tri-City Utilities Company. The company was dissolved immediately after the acquisition of the capital stock. 
The roperties and the operation of the combined electric and water system purchased were placed under the control of the Electric 
and &ater Plant Board, which consists of five members appointed by the Mayor and approved by the City Commissioners. Since 1946 
the Electric and Water Plant Board operates as an independent entity under the provisions of the Kentucky Revised Statutes 96.172 
through 96.188. The Electric and Water Plant Board produces its own water supply and purchases electricity from the Kentucky 
Utilities Company. On January 1, 1988, the Electric and Water Plant Board acquired the assets and interests of Community Cable 
Services, Inc. Previously, the cable system was operated as an independent subsidiary of the Electric and Water Plant Board, and 
controlled by a separate Board of Directors. On January 1, 1989, the Electric and Water Plant Board assumed the ownership of the 
North Woodford Water District facilities in consideration for the assum tion of its obligations and liabilities. The Kentucky Public 
Service Commission approved the ac uisition on October 6, 1988. T E e Electric and Water Plant Board bills and collects sewer 
charges for the City of Frankfort and sc a 001 tax for the local city and county school boards. 

the accepted standard-settin body for esta R lishing governmental accounting and financial reporting principles. The significant 
accounting principles and po f: icies utilized by the Board are described below: 

The financial statements of the Electric & Water Plant Board of the City of Frankfort have been prepared in conformity with generally 
accepted accounting principles (GAAP) as a plied to government units. The Governmental Accounting Standards Board (GASB) is 

The Reporting Entity 

The Electric and Water Plant Board is not considered a component unit of the City of Frankfort. The Electric and Water Plant Board 
operates under the provisions of the Kentucky Revised Statutes mentioned above. Additionally, the City of Frankfort does not 
exercise financial, budgetary, accounting or administrative controls over the Electric and Water Plant Board. Therefore, the financial 
statements of the Electric and Water Plant Board are not included in the financial statements of the City of Frankfort. 

On July 1, 2002, the Board adopted the provisions af Governmental Accounting Standards Board Statement No. 34 "Basic Financial 
Statements - and Management's Discussion and Analysis - for  State and Local Governments. " Statement 34 established standards for 
external financial reporting for all state and local governmental entities which includes a statement of net assets, a statement of 
activities and changes in net assets, and a statement of cash flows. It requires the classification of net assets into three components - 
invested in capital assets, net of related debt; restricted; and unrestricted. These classifications are defined as follows: 

Invested in ca ita1 assets, net of related debt - This component of net assets consists of capital assets, including restricted capital 
assets, net o P accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes, or other 
borrowings that are attributable to the acquisition, construction, or improvement of those assets. If there are significant unspent 
related debt proceeds at year-end, the portion of the debt attributable to the unspent roceeds are not included in the calculation of 
invested in capital assets, net of related debt. Rather, that portion of the debt is inckded in the same net assets component as the 
unspent proceeds. 

Restricted - This cornponent of net assets consists of constraints placed on net asset use through external constraints imposed by 
creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other governments or constraints 
imposed by law through constitutional provisions or enabling legislation. 

Unrestricted net assets - The component of net assets consist of net assets that do not meet the definition of "restricted" or 
"invested in capital assets, net of related debt". 

Preparation of financial statements in conformity with generally accepted accounting rinciples requires management to make 

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. 

On July 1, 2002, the Board also ado ted the provisions af Governmental Accounting Standards Board Statement No. 33, Accounting 

as a change in net assets. 

The adoption of Statement No. 34 and Statement No. 33 affected the classification of net assets in accordance with the statements and 
the presentation of capital contributions as a change in net assets. The financial statements for the year ended June 30, 2002 were 
restated to reflect the adoption of Statement No. 34 and Statement No. 33. 

Fund Accounting 

The Electric and Water Plant Board is accounted for as an enterprise fund. Enterprise funds are used to account for operations (A) that 
are financed and operated in a manner similar to private business enterprises where the intent of the governing body IS that the costs 
(expenses, including depreciation) of providing goods or services to the general public on a continuing basis be financed or recovered 
primarily through user charges, or (B) where the governing body has decided that eriodic determination of revenues earned, expenses 
incurred, andor net income is appropriate for capital maintenance, public PO P icy, management control, accountability, or other 
purposes. 

* 

* 

estimates and assumptions that affect the reported amounts of assets and Labilities and disc P osure of contingent assets and liabilities at 

and Financial Reporting for Nonexc x ange Transactions. This statement requires that capital contributions to the Board be presented 
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FRANKFORT ELECTRIC AND WATER PLANT BOARD 
NOTES TO THE FINANCIAL STATEMENTS 

June 30,2004 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Property, Plant. Equipment, and Long-Term Liabilities 

The accountin treatment applied to roperty, plant, e uipment and long-term liabilities associated with a fund are determined by its 

means that all assets and liabilities associated with their activity are included on t eir balance sheets. All property, plant and 
equipment .are valued at historical cost or estimated historical cost if actual historical cost is not available. Depreciation is provided in 
the enterpnse h n d  in amounts sufficient to relate the cost of the depreciable assets to operations over their estimated semce lives on 
the straight-line basis. The service lives by type of assets are as follows: 

K measurement f ocus. Enterprise fun a s are accounted 4 or on a cost of services or “Ca ita1 Maintenance” measurement focus. This 

Structure and Improvements 
Electric Distribution Systems 
Water Distribution Systems 
Furniture and Equipment 

30 years 
30 years 
50 years 

4- 10 years 

Basis of Accounting 

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in the financial statements. 
Basis of accounting relates to the timing of the measurements made. 

Enterprise fimds are accounted for using the accrual basis of accounting. Revenues and the related assets are recognized when earned 
rather than when received. Expenses and the related liabilities are recognized when the obligation is incurred rather than when paid. 

Electric and water fees are recorded as revenues when the customers are billed. Telecommunications fees are billed one month in 
advance, and therefore are recorded as unearned revenues when billed. 

Budgets and Budgetarv Accounting 

The Electric and Water Plant Board follows these procedures in establishing budgetary data reflected in the fmancial statements: 

1. Formal budgetary integration is employed as a management control device during the year for all funds 
2. A statement of revenues, ex enses and changes in retained earnings - budget and actual - is presented for analytical 

purposes in the supp1emendWormation section of this report, and is not intended to be a financial statement presented 
m confohity with general1 accepted accounting principles. 

3. The Board of Directors of de Electric and Water Plant Board approves the budget of the Electric and Water Plant Board 
4. Unused appropriations of the annual budget lapse at the end of the years. 
5. The budgeted amounts shown in the financial statements are the fmal authorized amounts as revised during the year. 

Revenue Requirements 

The Electric and Water Plant Board is regulated by Kentucky Revised Statute 96.182 concerning the application of revenues earned by 
the Board. The provisions of Kentucky Revised Statute 96.182 are as follows: 

Subject to the provisions of outstanding bonds and contracts, the Board shall apply all h d s  derived from operations (1) to the 
payment of operating expenses, (2) to the payment of bond interest and retirement, (3) to sinking fund requuements, (4) to the 
maintenance of a fund to meet depreciation and the improvements and extension of the plant in an amount e ual to six percent (6% of 

the payment of other obligations incurred in the operations and maintenanee of the plant and the furnishings of service. 

PumoseofVarious Internal Funds 

Oaeratinn Funds 

Chapter 96 of the Kentucky Revised Statutes provides that all revenues of the system shall be placed in this fund as collected. 
Distributions to other h d s  are made upon approval of the Electric and Water Plant Board in accordance with the 
requirements of each fund. 

This fund was created for the purpose of paying expenses of operating and maintaining the combined water works, electric 
power, cable, and full service network systems. The amount necessary to meet these expenses is transferred to this fund. as 
needed from the Revenue Fund accounts. Approval of expenditures from this fund is made by the Board upon presentation 
of request for reimbursement to this fund. 

Restricted Funds 

This fund was established in accordance with Kentucky Revised Statute 96.182. It provides that a reserve is to be 
accumulated over a ten year period to equal the average annual interest and principal requirements for such then outstanding. 

the imdepreciated book value of its property, (5) to the maintenance of a cash working fund equal to one ( 9 ) month’s revenue, (6 1 to 

(1) Water and Electric Revenue Fund 

(2) Operations and Maintenance Fund 

(1) Electric and Water Revenue Bonds and Interest Sinking Fund 
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FRANKFORT ELECTRIC AND WATER PLANT BOARD 
NOTES TO THE FINANCIAL STATEMENTS 

June 30.2004 - NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Cash. Cash Eauivalents and Investments 
The Electric and Water Plant Board maintains a cash account for each of the internal funds described in Note A above. Additionally, 
some of these internal funds hold investments which are stated at cost. For the purpose of these financial statements, the Board 
considers all highly liquid investment vehicles with an original maturity of three months or less to be cash equivalents. Statutes 
require that financial institutions pledge approved securities to secure those funds on deposit in an amount equal to the amount of 
those funds. At the end of the fiscal year, the carrying amount of the Board’s deposits and investments were $3,446,756. All deposits 
and investments were covered by federal depository insurance or by collateral held in the pledging institution’s trust department in the 
Board’s name. 

The following is a chart categorizing the investments in order to give an indication of the level of risk assumed b the Board at June 

custodial agent in the Board’s name. Category 2 includes uninsured and unregistered investments for which the securities are held by 
the counterparty’s trust de artment or agent m the Board’s name. Category 3 includes uninsured and unregistered investments for 
which the securities are hePd by the counterparty or by its department or agent, but not in the Board’s name. 

30, 2004 and 2003. Category 1 includes investments that are insured or registered or for which the securities are iI eld by the Board‘s 
’ 

2004 Category 
1 2 3 Carrying Amount Market Value - 

U.S. Government Securities $ 1,394,184 $ $ $ 1,394,184 $ 1,394,184 
Certificates of Deposit 68,530 68,530 68,530 

$ 1,462,714 $ $ $ 1,462,714 $ 1,462,714 

2003 Category 
1 2 3 Carrying Amount Market Value 

! US. Government Securities $ 1,302,195 $ $ $ 1,302,195 $ 1,302,195 
- *  Certificates of Deposit 67,600 67,600 67,600 

$ 1,369,795 $ $ $ 1,369,795 $ 1,369,795 

The Frankfort Electric and Water Plant Board Revised Retirement Plan records as cash and cash equivalents all highly liquid 
investment vehicles with an original maturity of three months or less. i 

Marketable securities are carried at cost including premium and discounts on co orate bonds. The premiums and discounts are. not 
material in relation to the investment taken as a whole. Therefore, premiums an?discounts have not been amortized. All secunties 
are held in trust by Farmers Bank & Capital Trust Company, Frankfort, Kentucky. Under the terns of the retirement plan, the trustee 
has the power to hold, invest, reinvest, purchase insurance on the lives of members, control, and disburse funds as at that time shall be 
set forth in the Trust Agreement. 

The following is a chart categorizing the Retirement Plan’s investment in order to give an indication of level of risk assumed b the 

the Plan’s custodial agent in the Plan’s name. Category 2 includes uninsured and unregistered investments for which the securities are 
held by the counterparty’s trust department or agent in the Plan’s name. Shown in this cate ory are investments with Farmers Bank Lk 
Capital Trust Co. which were acquired by the merger of Community Service’s plan into 8 e  Plant Board plan. Category 3 mcludes 
w s u r e d  and unregistered investments for which the securities are held by the counterparty or by its trust department or agent, but 
not in the Plan’s Name. 

, 

‘i Plan at June 30,2004 and 2003. Category 1 includes investments that are insured or registered or for which the securities are he r d by 
l -’ 

, 1 

2004 Category 
1 2 3 -  Carrying Amount Market Value 

I U.S. Government Securities $ 147,890 $ $ $ 147,890 $ 147,890 

Mutual Funds 62,709 ___ 62,709 62,709 
I Corporate Bonds 150,028 150,028 150,028 

! 
I’ 

$ 360,627 $ $ $ 360,627 $ 360,627 

2003 Category 
I 1 2 3 Carrying Amount Market Value 
I I U.S. Government Securities $ 200,545 $ $ $ 200,545 $ 200,545 

Corporate Bonds 50,000 50,000 50,000 
1 Mutual Funds 106,845 106,845 106,845 

$ 357,390 $ $ $ 357,390 $ 357,390 
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FRANKFORT ELECTRIC AND WATER PLANT BOARD 
NOTES TO THE FINANCIAL STATEMENTS 

June 30,2004 

NOTE A - SUh4MARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Inventory 

Materials and supplies inventory are stated at lower of cost or market using average cost to determine unit cost on all items with the 
exception of chemicals 

Accumulated Comuensated Absences 

It is the Board’s policy to permit employees to accumulate limited amounts of earned but unused vacation pay which will be paid to 
employees upon separation from the Board’s service. In enterprise funds, the cost of vacation pay is accrued in the period in which it 
is earned. 

Pension Plans 

The Board became a member of the County Employees’ Retirement System (CERS) on July I ,  1988. Eligible em loyees were 

system as of July 1, 1988 was $2,989,322. The original plan for enterin the system required annual payments for 24 years from 
enrolled in CERS on that date. Both employer and the employee contribute to this plan. The total estimated cost o P entering the 

funds available in the Electric and Water Plant Board Retirement Plan as fo B lows: 

$264,3 18 X 24 annual payments - $6,343,632 

The Board has made the required annual payments €or the first seventeen years. The Board’s current indebtedness is $347,692. 

The retirees currently bein paid benefits by the previously funded Electric and Water Plant Board Retirement Plan will continue to 
receive their monthly bene& from this retirement plan. The Board will make no payments from the operating accounts. 

Restrictions of Net Assets 

2004 2003 

1) Revenue Bond Sinking Reserve $ 820,026 $ 699,506 
2) Retirement Plan Assets 380,827 372,173 

Total Restricted Net Assets $ 1,200,853 $ 1,07 1,679 

Projects and Funding 

Schedules of the bond principal and interest maturities of these bond issues are presented as supplemental information to this report. 

General Obligation Bonded Debt Service 

The Board maintains a bond interest redem tion reserve fund for the retirement of bonded indebtedness. The transfer and reserve 
requirements of these funds have been descri1ed previously. 

Comuarative 

Comparative data for the prior year has been presented in the accompanying financial statements in order to provide an understanding 
of changes in the Board’s financial position and operations. 

Allowance for Uncollectible Amounts 

The Board records an allowance for doubtful accounts in the financial statements. The allowance for doubtfill accounts at June 30, 
2004 is $50,000. 
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FRANKFORT ELECTRIC AND WATER PLANT BOARD 
NOTES TO THE FINANCIAL, STATEMENTS 

June 30,2004 

NOTE B - PROPERTY, PLANT AND EQUIPMENT 

The following is a summary of the property, plant and equipment as of June 30,2004 and 2003: 

Water Distribution System 
Water Treatment Plant 
Electric Distribution System 
Structures and Improvements 
Transportation Equipment 
Office Furniture and Equipment 
Tools, Shop Garage and Store Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Other Equipment 
Cable Division Assets 
Land and Land Rights 

Total Property, Plant and Equipment 

Water Distribution System 
Water Treatment Plant 
Electric Distribution System 
Structures and Improvements 
Transportation Equipment 
Office Furniture and Equipment 
Tools, Shop Garage and Store Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Other Equipment 
Cable Division Assets 
Land and Land Rights 

Total Property, Plant and Equipment 

Accumulated Book 
Cost Depreciation Value 

32,152,335 $ 8,632,671 $ 2 3 3  19,664 
10,3 14,126 4,502,337 5,811,789 
46,257,209 22,329,906 23,927,303 

2,217,9 13 999,826 1,218,087 
3,667,249 2,286,132 1,381,117 
5,853,702 3,359,140 2,494,562 

4 1 1,925 348,230 63,695 
52,192 44,879 7,3 13 

1,73 7,448 1,383,507 353,941 
32.9,247 141,382 187,865 
534,797 298,286 23651 1 

30,267,755 9,877,052 20,390,703 
458,881 -. 458,881 

$ 

$ 134,254,779 $ 54,203,348 $ 80,05 1,43 1 

2003 
Accumulated Book 

cost Depreciation Value 

$ 31,343,853 
10,155,484 
44,396,355 

2,190,523 
3,720,023 
5,663,381 

411,925 
52,192 

1,642,548 
168,136 
49 1,362 

27,130,796 
458,88 1 

$ 127.825.459 

$ 8,009,856 $ 23,333,997 
4,298,066 5,857,418 

23,314,780 
873,780 I ,3 16,743 

2,200,645 1,5 19,378 
2,894,900 2,768,48 1 

339,250 72,675 
41,388 10,804 

1,276,437 366,111 
124,625 43,511 
252,669 238,693 

8,042,244 19,088,552 
458,881 

$ 49,435,435 $ ~ 78,390,024 

2 1,08l,S75 
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FRANKFORT ELECTRIC AND WATER PLANT BOARD 
NOTES TO THE FINANCIAL STATEMENTS 

June 30,2004 

NOTE C -- BONDS PAYABLE 
The annual requirements to retire bonb.+ ,;bt as of June 30, 004 ani 2003 are as follows: 

2004 ~- 
June 30, Principal Interest Total 

2005 $ 656,367 $ 703,482 $ 1,359,849 
2006 692,862 667,259 1,360,12 1 
2007 730,066 629,046 1,359,112 
2008 773,022 588,465 1,361,487 
2009 816,778 545,184 1,36 1,962 

Thereafter 9,542,844 2,998,O 12 12,540,856 

Total $ 13,211,939 $ 6,131,448 $ 19,343,387 

2003 
June 30, Principal Interest Total 

2004 $ 620,541 $ 737,755 $ 1,358,296 
200s 656,367 703,482 1,359,849 
2006 692,862 667,259 1,360,12 1 
2007 730,066 629,046 1,359,112 
2008 773,022 588,465 1,361,487 

Thereafter 10,359,622 3,543,196 13,902,8 18 

Total $ 13,832,480 $ 6,869,203 $ 20,70 1,683 

From July 1, 1998 to June 30, 2004 the Plant Board entered into bond anticipation notes with Farmers Bank and Capital Trust 
Company. The purpose of these notes was to enable the Plant Board to work on capital additions for the Full Semce Network. The 
balance of the bond anticipation notes at June 30, 2004 totaled $22,805,640 and at June 30, 2003, the notes totaled $19,177,224. This 
amount is included in long-term debt. 

NOTE D - INSURANCE ESCROW ACCOUNT 

The insurance escrow account is a liability set up to account for the possibility of future insurance claims. 

NOTE E - FRANKFORT PLANT BOARD MUNICIF’AL PROECTS CORPORATION 

In October of 1999, the Board of Directors of the Electric and Water Plant Board formed the Frankfort Plant Board Municipal Projects 
Corporation with the purpose of authorizing and a roving the initial financing of the costs of the new improvements to and 
expansions of the Mmcipal Cable Television of the !rant Board. The initial financing amounted to $4,130,000 by means of a lease 
between the Corporation, as lessor, and the Plant Board, as lessee. The Corporation will provide the lease for the cable system, as 
improved and expended, to the Plant Board, and authorize the assignment of the Corporation’s rights and interests under the lease to 
the Farmers Bank & Capital Tnist Company. 

This authorization is accomplished by means of an instrument of assignment from the Corporation to the bank as assignee in 
consideration of the bank’s advance of assi m e n t  roceeds sufficient to pay the costs of improving and financing the system. All 
accounting for capital costs, lease costs, and%ank iniebtedness are shown as a part of these financial statements. 

NOTE F - RETIREMENT PLANS 

All employees are covered under the County Employee’s Retirement System (CERS), a cost sharing, multiple-em loyer, public 
employers retirement system established under the rovisions of Kentucky Revised Statute Section 61.645. Funding For the plan IS 
provided through payroll withholdings of 5.00% a n i  a district contribution of 7.34% of the employee’s total compensation subject to 
contribution. 

The district’s total payroll for the year was $8,384,799. The contribution requirement for CERS for the year ended June 30,2004 was 
$1,034,698 which consisted of $615,458 fiom the Board and $419,240 from the em loyees. Benefits under both plans will vary based 
on final compensation, years of service, and other factors as fully described in the p h  documents. 

The “pension benefit obligation” is a standardized disclosure measure ofthe present value of pension benefits which is adjusted for the 
effects of projected salary increases and step-rate benefits that are estimated to be payable in the future as a result of employee service 
to-date. The measure, which is the actuarial present value of credited projected benefits, is intended to help users assess the pensions’ 
h d i n g  status on a going-concern basis, assess progress made in accumulating sufficient assets to pay benefits when due, and make 
comparisons among the plans and employers. 

Ten-year historical trend information showing CERS’s progress in accumulating sufficient assets to pay benefits when due is 
presented in their June 30,2004 comprehensive annual f m c i a l  reports. 
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FRANKFORT ELECTRIC AND WATER PLANT BOARD 

SUPPLEMENTAL INFORMATION 



ASSETS 
Cash & Cash Equivalents 
Accrued Interest Receivable 
Receivables 

Billed user fees 
T Jnbilled user fees 
Advertising 
Other 

Inventory 

Property, Plant, and Equipment 

Cable Acquisition Cost 
Unamortized Bond Discount 
Insurance Escrow Account 
Retirement Plan Assets: 

- '  Cash and Cash Equivalents 

. Prepaid Expenses 

Less: Accumulated Depreciation 

Investments 
TOTAL ASSETS 

LIABILITIES AND FUND EQUITY 
LIABILITIES 

Accounts and Other Payables 
Accrued Expenses 
Customer Deposits 
Unearned Revenues 
Bonds Payable Due in One Year 
Long Term Debt: 
Bands & Bond Anticipation Note Payable 
Nates Payable-Retirement Plan 
Tatal Liabilities 

,FUND EQUITY 
Retained Earnings 

. Total Fund Equity 
TOTAL LIABILITIES AND FUND EQUITY 

FRANKFORT ELECTRIC & WATER PLANT BOARD 
STATEMENT OF NET ASSETS 

JUNE 30,2004 

Electric &Water Telecommunication Total 

$ 2,994,211 $ 452,545 $ 3,446,756 
2,333 555 2,888 

4,222,876 
1,003,993 

262,764 
2,348,641 

4 15,936 
101,513,420 
(42,850,570) 

247,388 
60,559 

1,005,591 

192,085 
13,830 

775,464 
16 1,464 

32,74 1,359 
(11,352,778) 

1,053,000 

44,441 

5,228,467 
1,003,993 

192,085 
276,594 

3,124,105 
577,400 

134,254,779 
(54,203,348) 

1,053,000 
247,388 
105,000 

20,20 1 20,201 
360,627 

$ 70,602,379 $ 25,087,556 $ 95,689,935 
360,627 ___ -.I 

$ 5,196,320 $ 953,250 $ 6,149,570 
493,739 275,420 769,159 

1,617,684 16,404 1,634,088 
566,326 566,326 

470,000 186,367 656,367 

1 1,030,000 24,33 1,203 35,361,203 
347,692 347,692 

26,328,970 45,484,405 
- 

19,155,435 ~- 

51,446,944 1.24 1.4 14) 50,205.530 
5 1,446.9s (1.24 1.4 14) 50,205,530 

$ 70,602,379 $ 25,087,556 $ 9 5,6 89,9 3 5 

The accompanying notes are an integral part of these financial statements. 
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OPERATING REVENUES 
Fees 

Electric 
Water 
Telecommunication 

Total Operating Revenues 

OPERATING EXPENSES 
Electric 
Water 
Telecommunication 

Total Operating Expenses 

OPERATING INCOME 

NON-OPERATING REVENUES (EXPENSES) 
Net Merchandise Sale 
Rental Revenue 
Interest Revenue 
Other Non-Operating Revenue 
Interest Expense 
Retirement Plan Net Income/(Loss) 

Total Non-Operating Revenues (Expenses) 

Income (Loss) Before Contributions 

Capital Contributions 
i 

- Change in Net Assets 

' Net Assets - Beginning of Year 

Net Assets - End of Year 

I 

! 

FRANKFORT ELECTRIC AND WATER PLANT BOARD 
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN 

FOR THE YEAR ENDED JUNE 30,2004 
NET ASSETS - BUDGET AND ACTIJAL 

Variable 
Favorable 

Budgeted Actual (Unfavorable) 

$ 32,137,500 $ 31,454,323 $ (68.3,177) 
6,238,900 6,138,837 (100,063) 

10,208,700 10,'747,83 1 539,131 

48,585,100 48,340,991 (244,109) 

32,278,100 31,841,343 436,757 
6,147,739 5,875,295 272,444 

11,325,674 11,601,864 (276,190) 

49,75 1,5 13 49,3 18,502 433,011 

1 1,500 22,133 10,633 
1.3,500 9,785 (3,715) 
60,900 34,009 (26,891) 

239,602 
(1,690,800) (1 ,S97,6 1 1) 93,189 

- 8,654 8,654 

340,000 579,602 

(1,264,900) (943,428) 32 1,472 

(2,431,313) (1,920,939) 5 10,374 

7643 16 764,516 

(1,156,423) 1,274,890 (2,431,3 13) 

5 1,361,953 51,361,953 

$ 48,930,640 $ 50,205,530 $ 1,274,890 

' The accompanying notes are an integral part of these financial statenients. 
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Operating Income 
User Fees 
Advertising Revenue 

Total Operating Revenues 

Operating Expenses 

Net Operating Income 

Nan-Operating Revenues (Expenses) 
Net Merchandise Sales 
Rental Revenues 
Interest Revenues 
Other Non-Operating Revenues 
Interest Expense 
Retirement Plan Net Income/(Loss) 

Total Non-Operating Revenues (Expenses) 

Change in Net Assets 

FRANKFORT ELECTRIC AND WATER PLANT BOARD 
STATEMENT OF REVENUES AND EXPENSES 

ELECTRIC, WATER, AND TEL,ECOMMUNICATION DIVISIONS 
FOR THE YEAR ENDED JUNE 30,2004 

Electric Water Telecommunication 
Division Division Division - 

$ 31,454,323 $ 6,138,837 $ 9,923,529 
824,302 

31,454,323 6,138,837 10,747,831 
__--.--- --- -- 

3 1,84 1,343 5,875,295 11,601,864 

(387,020) 263,542 (854,033) 

8,193 6,029 7,911 
3,644 2,68 1 3,460 

16,776 8,695 8,538 
196,283 240,298 143,021 
(66,841) (648,897) (88 1,873) 

4,327 4,327 

162,382 (386,867) (718,943) 

The accompanying notes are an integral part of these financial statements. 
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ELECTRIC DIVISION 
Electricity Purchased 
Transmission and Distribution 
Engineering 

Total Electric Expense 

Meter Reading 
Customer Records and Collection 
Postage and Printing 
Over and Short 
Of ice  Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 

Total Office Expenses 

Advertising 
Administrative Expenses 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
Legal and Consulting Fees 
Insurance 

Total Adminstrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 

Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Depreciation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 

Total General Expenses 

Support Services 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair 
Gas and Oil 

Total Support Services 

FRANKFORT ELECTRIC AND WATER PLANT BOARD 
DETAIL SCHEDULE OF BUDGETED AND ACTUAL OPERATING EXPENSES 

ELECTRIC, WATER, AND TELECOMMUNICATION DIVISIONS 
FOR THE YEAR ENDED JUNE 30,2004 

Variance 
Favorable 

Budgeted Actual (Unfavorable) 
$ 25,875,900 3 25,150,119 $ 725,78 1 

1,454,500 1,628,628 (174,128) 
20 1,000 221.321 (20,321) 

27,53 1,400 27,000,068 531,332 

204,530 
234,878 

62,422 
74 

16,068 
50,253 
36,801 

1 12,626 
47,020 

-- 119.480 
884,152 -. 

10,330 
341,099 

444 
15,110 
10,549 
56,435 
2,036 

189,592 
88,195 

299.108 
1 ,O 12,898 

193,699 
237,725 

63,932 

15,365 
61,326 
22,888 
55,322 
37,971 

(69) 

151.567 
839,726 

7,587 
387,004 

30,509 
7,952 

41,061 
2,599 

193,009 
75.736 

(2,329) 

10,831 
(2,847) 
(1,5 IO) 

143 
703 

(1  1,073) 
13,913 
57,304 
9,049 

(32;087) 
44,426 

2,743 
(45,905) 

2,773 
(15,399) 

2,597 
15,374 

(563) 
(3,417) 
12,459 

2651563 33,545 
1,008,691 4,207 

104,93 1 140,026 
53,193 72,O 16 

483,970 486,774 
1,539 1,664 
9,5 14 9,495 

700 690 

(35,095) 
( 1  8,823) 

(2,804) 
(125) 

19 
I O  

5,899 
-_1 178.104 172,205. -- 

831,95 1 882,870 (50,919) 

2,962 4,472 (195 10) 
2,962 12,387 (9,425) 

44,864 44,867 (3) 
18,934 18,933 1 
17.186 17,187 (1) 

1,494,250 1,590,667 (96,417) 

1,581,158 1,688,5 I3 . (107,355) 

204,297 198,395 5,902 
(6,654) 6,654 

(526) 526 
157,717 145,012 12,705 
74.527 85,248 - (10,721) 

-._I 436.541 42 1.475 15.066 

TOTAL OPERATING EXPENSES - ELECTRIC DIVISION $ 32,278,100 $ 31,841,343 $ 436,757 

The accompanying notes are an integral part of these financial statements. 
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WATER DIVISION 
Distributions and Treatment 
Engineering 
Total Water Department Expense 

Meter Reading 
Customer Records and Collection 
Postage and Printing 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 
Total Office Expenses 

Advertising 
Administrative Expenses 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
Legal and Consulting Fees 
Insurance 
Total Administrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 
Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Depreciation & Amoritzation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 
Total General Expenses 

support services 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair 
Gas and Oil 
Total Support Services 

TOTAL OPERATING EXPENSES -WATER DIVISION 

FRANKFORT ELECTRIC AND WATER PLANT BORAD 
DETAIL SCHEDIJLE OF BUDGETED AND ACTUAL OPERATING EXPENSES 

ELECTRIC, WATER, AND TELECOMMUNICATION DIVISIONS 
FOR THE YEAR ENDED XJNE 30,2004 

Variance 
Favorable 

(Unfavorable) - Budgeted Actual 
$ 2,308,800 $ 2,058,437 3 250,363 

146.10Q 118,872 __ 27.228 
277,591 2,454,900 - 2,177,309 --- 

150,470 
172,797 
45,923 

54 
11,821 
9,793 

27,074 
82,858 
34,592 

-- 87.900 
623,282 

7,599 
250,942 

327 
16,101 
11,241 
49,948 

1,498 
173,106 
53,113 

278,324 
-- 842,199 

142,526 
174,922 
47,042 

1 1,306 
11,953 
16,841 
40,707 
27,939 

(51) 

7,944 
(2,125) 
(1,119) 

105 
515 

(2,160) 
10,233 
42,151 

6,653 
I- 111,526 (23.626) 

584,71 I 38,571 -- 

5,583 2,016 
284,765 (33,823) 

(1,714) 2,041 
6,883 9,2 18 
8,474 2,767 

36,339 13,609 
1,912 (4 14) 

176,238 (3,132) 
29,572 23,541 

247.110 __I 31,214 
795,162 47,037 

-- 
- ~ .  

11 1,812 128,683 
56,68 1 47,63 1 

5 15,707 5 18,785 
1,640 1,901 

10,138 10,119 
745 736 

(16,871) 
9,050 

(3,078) 
(261) 

19 
9 

189.782 183.529 6,253 
886,505 891,384 - (4,879) 

2,179 3,033 (854) 
2,179 9,114 (6,935) 

977,677 1,063,508 (85,831) 
42,357 42,360 (3) 
17,876 17,875 1 

-- 3.349 3.350 11 
- 1,045,617 1,139,240 (93,623) 

150,299 145,983 4,3 16 
(1,836) 1,836 

(388) 388 
98,427 90,5 15 7,912 

-- 46.5 10 .-- 53.215 (6.705) 
295,236 287.489 7,747 

$ 6,147,739 $ 5,875,295 $ 272,444 

The accompanying notes are an integral part of these financial statements. 18 



FRANKFORT ELECTRIC AND WATER PLANT BOARD 
DETAIL. SCHEDULE OF BUDGETED AND ACTUAL OPERATING EXPENSES 

ELECTRIC, WATER, AND TEL.ECOMMUNICATION DWISIONS 
FORTHE YEAR ENDED JUNE 30,2004 

TELECOMMUNICATION DIVISION 
Operations & Maintenance 
Distribution 
HBO Expense 
TMC Expense 
Showtime Expense 
Cinemax Expense 
Encore Expense 
StadEncore Expense 
Digital Music Expense 
Satellite Station Expense 
Pole Rental Expense 
Digital Station Expense 
Pay per View Expense 
Royalty Copyright Expense 

Total Operations & Maintenance 

Cable 10 Payroll 
Cable 10 Expense 
Ad insertion Payroll 
Ad Insertion Expenses 
Marketing Expenses 

Total Cable 10 Expenses 

FSN Payroll 
FSN Expense 
Expanded Cable 
Security Expense 

Total Cable FSN Expenses 

Engineering Expense 
Engineering Payroll 
Total Cable Enginering Expense 

Total Cable Expenses 

Customer Records and Collection Expense 
Postage and Printing 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 

Total Office Expenses 

Variable 
Favorable 

Actual (Unfavorable) --- Budgeted 
$ 625,600 $ 732,920 $ (107,320) 

242,700 380,333 (137,633) 

40,500 36,671 3,829 
107,800 101,137 6,663 
57,300 55,622 1,678 
5,000 4,628 3 72 

84,100 104,249 (20,149) 
6,800 4,573 2,227 

2,144,200 2,141,854 2,346 
3 1,000 25,959 5,041 

202,500 182,967 19,533 
16,800 3 1,075 (14,275) 
58,000 55,450 2,550 

__ 4,096,200 4,341,284 -. (245,084) 

473,900 483,846 (9,946) 

171,800 187,257 
43,000 38,760 

232,500 187,911 
52,000 49,156 

(1 5,457) 
4,240 

44,589 
2,844 

35,000 23,432 1 1,568 
47,784 

- 
486,516 534,300 

305,600 4 1 9,243 ( 1 13,643) 
654,900 505,322 149,578 

1,770 ( 1,770) 
31,213 (3 1.2 13) 

960,500 957,548 2,952 

2,200 1,335 865 
29,000 77,616 (48,6 1 6) 

5,622,200 - 5,864,299 (242,099) 
31,200 ___ 7 8 $ g  (47.75 1) -- 

(2,780) 
60,255 6 1,722 (1,467) 

71 (67) 138 
1531 1 14,833 678 
13,054 15,922 (2,868) 
35,524 22,235 13,289 

108,716 53,409 55,307 
45,388 36,658 8,730 

115,333 146.327 (30,994) 
620,577 580,544 40,033 

229,505 226,725 

-- 

J 

19 



TELECOMMUNICATION DIVISION (continued) 
Advertising 
Administrative Expense 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Payroll 
Social Security Expense 
Legal and Consulting Fees 
Insurance 
Total Administrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 
Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Amortization of Goodwill 
Depreciation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 

Total General Expenses 

Support Services Expense 
Support Services Payroll 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair Expense 
Auto and Truck Repair Payroll 
Gas and Oil 

Total Support Services Expense 

FRANKFORT ELECTRIC AND WATER PLANT BOARD 
DETAIL SCHEDULE OF BUDGETED AND ACTUAL OPERATING EXPENSES 

ELECTRIC, WATER AND TELECOMMUNICATION DIVISIONS 
FOR THE YEAR ENDED JUNE 30,2004 

9,971 
329,259 

429 
22,789 
15,910 
94,517 

1,966 
236,303 
71,690 

244,068 
__ 1,026,902 

158,257 
80,226 

729,923 
2,321 

14,349 
1,055 

268,615 
1,254,746 

2,859 
2,859 

140,400 
2,279,573 

2 I ,778 
9,191 
4,465 

2,461,125 

35,881 
I6 1,324 

46,989 
50,067 
45,863 

340,124 
-- 

TOTAL OPERATING EXPENSES - TELECOMMUNICATION DIVISION $ 11,325,674 

The accompanying notes are an integral part of these financial statements 
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7,325 2,646 
374,575 (45,3 16) 

(2,249) 2,678 
12,471 10,318 
12,917 2,993 
71,276 23,241 
2,509 (543) 

240,575 (4,272) 
63,623 8,067 

2 16,695 27,373 
999,717 27,185 

163.32 I 
101,621 
734,163 

2,510 
14,320 
1,04 1 

259,723 
1,276,699 -- 

3,979 
11,979 

140,400 
2,357,155 

21,779 
9,190 

(5,064) 
(21,395) 
(4,240) 

(189) 
29 
14 

8,892 
(21,953) 

3 4,462 - 
2,548,944 (87,819) 

31,018 
160,517 

(1,295) 
(508) 

45,826 
43,619 

4,863 
807 

1,295 
508 

1,163 
6,448 

- 52,484 (6,621) 
331,661 ' 8,463 

$ 11,601,864 $ (276,190) 



ELECTRIC DIVISION 
Electricity Purchased 
Transmission and Distribution 
Engineering 

Total Electric Expense 

Meter Reading 
Customer Records and Collection 
Postage and Printing 
Over and Short 
OfKce Supplies 
Bad Debts 
CIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 

Total Office Expenses 

Advertising 
Administrative Expenses 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
Legal and Consulting Fees 
Insurance 

Total Adminstrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 

Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Depreciation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 

Total General Expenses 

S ~ p p o r t  Services 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair 
Gas and Oil 

Total Support Services 

TOTAL, OPERATING EXPENSES - ELECTRIC DIVISION 

FRANKFORT ELECTRIC AND WATER PLANT BOARD 
COMPARATIVE OPERATING EXPENSES 

ELECTRIC, WATER, AND TELECOMMUNICATION DIVISIONS 
FOR THE YEARS ENDED JUNE 30,2004 AND 2003 

2004 
$ 25,150,119 

116281628 
221,321 

27,000,068 

193,699 
237,725 

63,932 

15,365 
61,326 
22,888 
55,322 
37,971 

151,567 
839,726 

7,587 
387,004 

(2,329) 
30,509 

7,952 
41,061 

2,599 
193,009 
75,736 

265,563 
1,008,691 

140,026 
72,O I 6 

486,774 
1,664 
9,495 

690 
172,205 
882,870 

4,472 
12,387 

1,590,667 
44,867 
18.933 

(69) 

171187 
1,688,5 13 

198,395 
(6,654) 

(526) 
145.012 
85:248 

42 1,475 

s 31,841,343 

2003 
$ 23,805,334 

1,395,465 
191,815 

25,392,6 14 
__I 

18 1,752 
216,697 

58,929 
(128) 

14,477 
66,236 
27,568 
15,072 

115,032 
145,920 
841,555 

9,999 
331,671 

1,426 
28,840 

9,476 
26,938 

2,150 
169,845 
48,329 

279,656 
908,330 

127,557 
65,901 

642,180 
2,718 
9,214 

697 
124,841 
973,108 

2,847 
1,278 

1 3 5  1,526 
44,867 
18,933 
17,187 

1,636,638 

187,800 
22,295 

1 35,176 
(340) 

52,724 
397,655 

30,149,900 $ 

The accompanying notes are an integral part of these financial statements. 
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WATER DIVISION 
Distributions and Treatment 
Engineering 
Total Water Department Expense 

Meter Reading 
Customer Records and Collection 
Postage and Printing 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 
Total Office Expenses 

Advertising 
Administrative Expenses 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
Legal and Consulting Fees 
Insurance 
Total Administrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 
Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Depreciation & Amoritzation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 
Total General Expenses 

Support Services 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair 
Gas and Oil 
Total Support Services 

TOTAL OPERATING EXPENSES - WATER DIVISION 

The accompanying notes are an integral part of these financial statements. 
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FRANKFORT ELECTRIC AND WATER PLANT BOARD 
COMPARATIVE OPERATING EXPENSES 

ELECTRIC, WATER, AND TELECOMMUNICATION DIVISIONS 
FOR THE YEARS ENDED JUNE 30,2004 AND 2003 

2004 2003 
$ 2,058,437 $ 1,911,543 

118,872 79,570 
- 2,177,30Y 1,991,113 

142,526 133,735 
174,922 159,444 
47,042 43,360 

11,306 10,652 
1 1,953 12,910 
16,84 I 20,285 
40,707 1 1,090 
27,939 84,640 

111,526 107,367 
584,7 1 1 583,389 

(51) (94) 

5,583 7,357 
284,765 243,347 

( 1,7 14) 1,039 
6,883 10,263 
8,474 9,788 

36,339 3 1,289 
1,912 1,582 

176,238 152,616 
29,572 23,824 

247,110 258,462 
795,162 739,567 

128,683 
47.63 1 

518,785 
I ,90 1 

10,119 
736 

183,529 
891,384 

118,101 
57,748 

662,992 
2,808 
9,487 

720 
128,952 

- 980,808 

3,033 2,095 
9,114 940 

1,063,508 1,051,481 
42,360 42,360 
17,875 17,875 

- 3,350 3,350 
- 1,139,240 1,118,101 

145,983 138,239 
( 1,836) 6,150 

90,515 84,375 
53,215 32,915 

287,489 261,429 

(388) (250) 

$ 5,875,295 $ 5,674,407 



Telecommunication Division 
Operations & Maintenance 
Distribution 
HI30 Expense 
TMC Expense 
Disney Expense 
Showtime Expense 
Cinemax Expense 
Encore Expense 
Starz/Encore Expense 
Digital Music Expense 
Satellite Station Expense 
Pole Rental Expense 
Digital Station Expense 
Pay per View Expense 
Royalty Copyright Expense 
Total Operations & Maintenance 

Cable 10 Payroll 
Cable 10 Expense 
Ad Insertion Payroll 
Ad Insertion Expenses 
Marketing Expenses 
Total Cable 10 Expenses 

FSN Payroll 
FSN Expense 
Expanded Cable 
Security Expense 
Total Cable FSN Expenses 

Engineering Expense 
Engineering Payroll 
Total Cable Enginering Expense 
Total Cable Expenses 

I 

Customer Records and Collection Expense 
Postage and Printing 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 
Total Office Expenses 

FRANKFORT ELECTRIC & WATER PLANT BOARD 
COMPARATIVE OPERATING EXPENSES 

ELECTRIC, WATER, AND TELECOMMTNCATION DMSIONS 
FOR TIIE YEARS ENDED JUNE 30,2004 AND 2003 

2003 2004 - 
$ 732,920 

380,333 
483,846 

36,671 

101,137 
55,622 
4,628 

104,249 
4,573 

2,141,854 
25,959 

182,967 
3 1,075 
55,450 

4,341,284 

187,257 
38,760 

187,911 
49,156 
23,432 

486,516 
- 

4 19,243 
505,322 

1,770 
31.213 

957,548 
-I_ 

1,335 
77,616 
78,95 1 

5,864,299 

- 

229,505 
61,722 

14,833 
15,922 
22,235 
53,409 
36,658 

146,327 
580,544 

(67) 

$ 533,388 
364,03 8 
43 1,659 
39,578 

6,332 
104,802 
56,185 

5,094 
106,312 

5,568 
1,952,220 

25,811 
144,671 
32,662 
53.667 

161,698 
38,904 

171,493 
53,051 
77.160 

502,306 - 

363,498 
378,612 

15,300 -~ 
757,410 -- 

1,680 
33,757 
35,437 

5,157,140 -~ 

199,262 
54,188 

13,383 
17,197 
25,350 
13,859 

105,777 
134,179 
563,077 

(118) 
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Telecommunication Division (continued) 
Advertising 
Administrative Expense 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
L,egal and Consulting Fees 
Insurance 
Total Administrative Expenses 

FRANKFORT ELECTRIC & WATER PLANT BOARD 
COMPARATIVE OPERATING EXPENSES 

ELECTRIC, WATER, AND TELECOMMUNICATION DMSIONS 
FOR THE YEARS ENDED JUNE 30,2004 AND 2003 

2004 2003 
7,325 9,195 

374,575 304,199 
(2,249) 1,298 
12,471 16,027 
12,917 14,356 
71,276 57,189 
2,509 1,977 

240,575 252,880 
63,623 3 1,657 

227,015 216,695. _I 

999,717 915,793 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 
Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Amortization of Goodwill 
Depreciation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 
Total General Expenses 

Support Services Expense 
Support Services Payroll 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair Expense 
Auto and Truck Repair Payroll 
Gas and Oil 
Total Support Services Expense 

TOTAL OPERATING EXPENSES - TELECOMMUNICATION DIVISION 

163,321 
101,62 1 
734,163 

2,510 
14,320 

1,04 1 
259,723 

1,276,699 

15S,155 
112,976 
968,009 

4,100 
13,852 
1,05 1 

245,5 20 
- 1,500,663 
- 

3,979 2,618 
1 1,979 1,175 

140,400 140,400 
2,357,155 2,157,677 

2 1,779 2 1,779 
9,190 9,190 

4 462 
2,548,944 2 , 3 3 7 2  

4,462 ---L- 

31,018 28,514 
144,272 160,s 17 

(1,295) 4,337 
(508) (312) 

45,826 40,162 
43,619 43,03 1 

_- 52,484 , 32,472 
- 331,661 292,474 

$ 11,601,864 $ 10,766,448 

The accompanying notes are an integral part of these financial statements. 
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Fiscal Year Ended June 30,200.5 
Fiscal Year Ended June 30,2006 
Fiscal Year Ended June 30,2007 
Fiscal Year Ended June 30,2008 
Fiscal Year Ended June 30,2009 
Fiscal Year Ended June 30,2010 
Fiscal Year Ended June 30,201 1 
Fiscal Year Ended June 30,2012 

Total 

.- 

- 

7 

i 
I 

4 
Fiscal Year Ended June 30,2005 
Fiscal Year Ended June 30,2006 
Fiscal Year Ended June 30,2007 
Fiscal Year Ended June 30,2008 
Fiscal Year Ended June 30,2009 
Fiscal Year Ended June 30,2010 
Fiscal Year Ended June 30,201 1 
Fiscal Year Ended June 30,2012 
Fiscal Year Ended June 30,2013 
Fiscal Year Ended June 30,2014 
Fiscal Year Ended June 30,2015 
Fiscal Year Ended June 30,2016 
Fiscal Year Ended June 30,2017 
Fiscal Year Ended June 30,2018 
Fiscal Year Ended June 30,2019 
Fiscal Year Ended June 30,2020 

Total 

FRANKFORT EL,ECTRIC AND WATER PL,ANT BOARD 
SCHEDULE OF BOND PRINCIPAL AND INTEREST MATURITIES 

JUNE 30,2004 

CONSOLIDATED NOTE 

Principal 
Maturities 

$ 186,367 
197,862 
2 10,066 
223,022 
236,778 
25 1,382 
266,887 
139,575 

$ 1,711,939 

1999 BOND ISSUE 

Principal 
Maturities ~ 

$ 470,000 
495,000 
520,000 
550,000 
580,000 
610,000 
640,000 
675,000 
715,000 
755,000 
795,000 
8 4 0,0 0 0 
885,000 
935,000 
990,000 

- 1,045,000 

$ 1 1,500,000 

Interest 

97,647 
86,152 
73,948 
60,992 
47,236 
32,632 
17,127 
2 454 1 

$ 418,188 

Interest 
$ 605,835 

581,107 
555,098 
527,473 
497,948 
466,710 
433,898 

362,7 13 
323,380 
281,133 
236,170 
188,733 
138,683 
85,745 
29,255 

$ 5,713,260 

399,379 

-... 

Total 
$ 284,014 

284,014 
284,014 
284,014 
284,014 
284,014 
284,014 
142,029 -- 

$ 2,130,127 

Total 
1,075,835 
1,076,107 
1,075,098 
1,077,473 
1,077,948 
1,076,7 10 
1,073,898 
1,074,379 
1,077,7 1.3 
1,078,380 
1,076,13 3 
1,076,170 
1,073,733 
1,073,68 3 
1,075,745 

- 1,074,255 

$ 

$ 17,213,260 

The accompanying notes are an integral part of these financial statements. 
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We have audited the accompanying financial statements of the Electric and Water Plant Board of the City of 
Frankl'brt, Kentucky, as of June 30,2005 and 2004 and the related statements of revenues, ex enses and changes m 

Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free of material msstatements. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
pmciples used and significant estimates made by management, as well as evaluating the overall financial statements 
presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the Electric and Water Plant Board of the City of Frankfort, Kentucky, as of June 30, 2005 and 2004 and the 
results of its operations and its cash flows for the years then ended in conformity with accounting principles 
generally accepted in the United States of America. 

Management's Discussion and Analysis is not a required part of the financial statements but is supplemental 
information required by the Governmental Accounting Standards Board. We have applied certain limited 
procedures, whch consisted principally of inquiries of management regarding methods of measurement and 
presentation of the supplemental information. However, we did not audit the information and express no opinion on 
It. 

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a whole. The 
supplemental information on pages 14 through 25 is presented for purposes of additional analysis and is not a 
required part of the basic financial statements. Such information has been subjected to the auditing procedur:s 
ap lied in the audits of the basic financial statements and, in our opinion, is fairly stated in all material respects m 

net assets and cash flows for the years then ended. These financial statements are the responsi Q ility of management. 

re P ation to the basic financial statements taken as a whole. 

I 

Charles T. Mitchell Company 



Frankfort Electric & Water Plant Board 
Management’s Discussion & Analysis 

The Frankfort Electric and Water Plant Board is presenting the following discussion and analysis in order to provide 
an overall review of the Boards significant financial activities for the fiscal year ended June 30, 2005. We 
encourage the readers to consider the information presented here in conjunction with the Boards financial statements 
to enhance their understanding of the Boards financial performance. 

OPERATIONAL OVERVIEW 

The Board was established under Kentucky Revised Statutes (KRS 96-176) as a combined Electric and Water 
System to operate, maintain, improve, and expand the respective facilities and began operations in 1943. In 1954 
the Board created Community Television and appointed a separate Cable Board to provide Cable TV service to 
Frankfort and the surrounding area. In 1988 the Board took direct control of the Cable TV operation in order to 
provide additional services over a fiber optic network, as a public project (the Full Service Network). All three 
operations are combined together and presented on pages 5 to 7of the Audit Report. Cable Telecommunications 
operations are separated from the Electric and Water operations on the audit report under “Supplemental 
Information” pages 14 to 24. The Board has nearly completed the upgrade of the cable system to fiber optics, and is 
now able to provide a Full Service Network (FSN), with few exceptions, throughout the Cable Service Area. The 
Full Service Network includes Digital TV, High Speed Data Service, Point to Point Fiber Service, Security Service, 
L,ocal and Long Distance Telephone Service, and is now providing High Defdtion TV Service. The upgrade is 
being financed by a Master Credit Agreement with a credit line approaching $30.0 million dollars, of which $27.4 
million has been expended. The remaining $2.6 million is expected to be expended over the next fiscal year, to 
complete the upgrade and provide the necessary equipment to connect customers to the FSN system. Security for 
this financing is the Cable Plant exclusively and repayment will be from Cable revenues only. The Board is 
generally on schedule with the rollout of FSN services and anticipates beginning to repay funds borrowed under the 
Master Credit Agreement in Fiscal Year 2005-06 in accordance with the agreement. The Electric and Water 
facilities and finances are specifically excluded as security in the Master Credit Agreement. 

Assets 

The major changes in Assets, as reported on the Audit, are in “Property, Plant, and Equipment” and “Receivables”. 
The Board budgeted $7.5 million for Capital Additions this fiscal year and expended $6.8 Inillion. Generally the 
Board attempts to perform all construction in house. This sometimes leads to budgeted funds moving to or from 
Capital Additions in response to maintenance and repairs within these systems. Electric and Water were almost 
$0.87 million under budget whereas Cable was $0.08 million over budget and General Capital Additions (allocable 
to all three operations) were over run by $0.13 million.. The Electric and Water under run was partially due to 
movement of funds to repair and maintenance items and delay of some Water Treatment Plant upgrades. The Cable 
overrun was not significant and, in any event, was covered by borrowing on the Master Credit Agreement from 
funds unexpended due to construction delays in previous years. The General additions over run was not significant. 
The increase in receivables is due to a falling Fuel Adjustment credit on the Electric Bills and the rollout of new 
services to our customers available on the FSN. The increase in inventory is believed to be temporary and mainly 
due to stocking of FSN equipment used on customer premises to provide new services. 

Liabilities 

The Audit Report indicates that the major changes in the Liabilities is in the Accounts Payable and Bonds & Bond 
Anticipation Note Payable. The increase in the Accounts Payable is due to increasing power costs resulting from a 
fuel adjustment clause that has gone from a credit to a charge. As in the prior fiscal year, most of the increase in 
borrowing is in the Cable operation, for the Full Service Network. This borrowing amounted to approximately $4.6 
million in the current fiscal year. This was in line with the $4.2 million budgeted, allowing for the overrun in cable 
construction. The Board also approved a $1.85 million Bond Anticipation Note for the Water Department to use for 
various water projects. Of the $1.85 million, $.6 million was borrowed in the current fiscal year. The remaining 
$1.2.5 million is expected to be expended in the next fiscal year. The other existing major debt is the 1999 Electric 
and Water Bond issue on which payments and sinking fund requirements are being met in accordance with the Bond 
contract. 
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Net Assets 

The decrease in Invested in Capital Assets reflects, primarily, the operational losses taken in this fiscal year. The 
reasons for these losses are more fully covered in the Revenue and Expense sections of this Management report. The 
increase in Restricted for Debt Retirement is in accordance with the 1999 Electric and Water Bond issue sinking 
fund requirements. Remaining categories have not significantly changed. 

Revenue & Expenses 

Electric & Water 

The Board budgets revenues and expenses based on a five-year historical calculation and current inflationary trends. 
There are major impacts to the Electric and Water operations due mainly to weather conditions, which cannot be 
adequately anticipated. The use of a S-year historical period tends to result in an “average” year in growth, inflation 
and prevailing weather. It is a rare occurrence when “average” and actual coincide. For the Fiscal Year ended June 
30, 2005 electric and water were both generally in line with what would be considered “average”, due mainly to 
prevailing weather conditions. On the Electric side, management did not anticipate the large increase in fuel costs 
associated with the purchase of electric power. Because of the way the Board passed these costs to its customers, a 
large portion of the increase was not passed on. This resulted in the loss of almost $400,000 in net income over the 
first eleven months of the fiscal year. This loss has been covered by existing reserves and unless the Board revisits 
this item in the future the Board will not attempt to recover it fkom its customers. In addition, on the last month of 
the fiscal year the Board saw an increase of another almost $400,000 for that month alone. The Board has changed 
its method of passing these costs to our customers but that change did not take effect until July of 2005 when the 
Board did pass on the $400,000 “lost” in June. This is a cash flow problem, not a true “loss”. Due to when the 
Board learns what was paid for fuel adjustment in one month (that is late in the following month), it cannot pass that 
cost on to its customers until the following month. Because of the change in passing the cost on to the customers, 
the Board will recover the FULL cost of the fuel adjustment paid in the billing of the following month, so the loss 
that was taken in the first eleven months of this fiscal year will not be repeated. However, if a major increase in fuel 
adjustment cost occurs in the last month of a fiscal year, the problem of having the expense occur in one year and 
the revenue offset occurring in the next fiscal year could happen again. Sufficient reserves exist to cover this 
temporary contingency. In electric transmission and distribution expenses there was a budget overrun of $427,000. 
This is mainly due to a shift in payroll fiom capital projects to maintenance, the related materials used in these 
maintenance projects, and additional expenses for tree trimming. Due to the expense and time involved, much of 
tree trimming needed in the service area has fallen behind. This became quite evident with the ice storm that we 
experienced in December. In order to mitigate expenses associated with the overgrowth of the trees and the 
resulting damage that can occur, the Board has decided to bring the area back into an acceptable level. The 
remaining differences in both electric and water are within acceptable variances. 

Cable Telecommunications 

With the exception of storm damage, Telecommunications is not affected by Weather conditions. The Board 
anticipated losses for this operation due to the heavy outlay for plant, using borrowed funds (with the attendant 
interest expense on these funds), and start up costs for the FSN. The Board budgeted a net loss of $1.1 million 
dollars. The actual loss was $1.3 million. The difference is not considered significant. Since all Capital Additions 
are being funded by borrowing, the available funding was considered adequate. The Board anticipates increases in 
revenues due to the rollout of the FSN services to create a break even year next year and to far exceed the increases 
due to inflation, interest, and additional costs in hture years. 

Other Non-Operating Revenues 

Other non-operating revenues increased $14 thousand dollars this fiscal year, not a significant change. Revenues 
&om Capital Contributions, which GASB regulations require utilities to show as revenue, increased $320,000 over 
budget. The budget for this item was determined &om the average of such contributions over past years. Year to 
year, these contributions have varied widely due to the amount of Federal and State participation. The Board cannot 
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determine with any degree of certainty the level of this participation and therefore expects relatively large variations 
from budget. 

The Future 

Electric & Water 

Due to the lower consumption levels for electric and water operations in the preceding fiscal year, and the effects of 
the file1 adjustment on the current years operations, the Board anticipates the need for a rate adjustment andor 
borrowing in the near fkture. For water, due to its relatively small hnding reserve, this will probably occur in the 
next fiscal year. The Board may elect to split any &ding adjustments between two fiscal years, allowing time for 
normally dry (or abnormally dry) summer months to increase the revenues available. For electric, which took a 
major loss and subsequent decrease in the available reserve, a rate adjustment will probably be considered in this 
fiscal year, again allowing for possible changes in consumption due to the prevailing weather conditions. The 
Board does not anticipate any problems with implementing rate increases or borrowing for either operation. 

Cable Telecommunications 

The Board anticipates continuing to add significantly to the customer base for cable, in particular for high-speed 
data services and local phone services, over the next several Fiscal Years. Even with the increase in costs due to 
additional borrowing, remaining start up costs, inflation, and principal payments (scheduled to begin in Fiscal Year 
2005-6), the Board anticipates a break even year in the next Fiscal Year and being able to generate positive net 
income (before adding back depreciation and amortization) in Fiscal Year 06-07. The Board expects to be able to 
repay all borrowed funds by Fiscal Year 2016, as scheduled in the Master Credit Agreement under which all Cable 
borrowing is being done. 

4 



Frankfort Electric & Water Plant Board 
Comparative Statement of Net Assets 

June 30.2005 and 2004 

ASSETS 

I Cash & Cash Equivalents 
Investments 
Accrued Interest Receivable 
Receivables 

Billed user fees 
Unbilled user fees 
Advertising 
Other 

Inventory 
Prepaid Expenses 
Property, Plant, and Equipment 

Cable Acquisition Cost 
Unamortized Bond Discount 
Insurance Escrow Account 
Retirement Plan Assets: 

Less: Accumulated Depreciation 

Cash and Cash Equivalents 
Investments 

TOTAL ASSETS 

LMBILITIES AND NET ASSETS 

Accounts and Other Payables 
Accrued Expenses 
Customer Deposits 
Unearned Revenues 
Bonds Payable Due in One Year 
Long Term Debt: 
Bonds & Bond Anticipation Note Payable 
Notes Payable-Retirement Plan 

LIABILITIES 

TOTAL LIABILITLES 

NET ASSETS 
Invested in Capital Assets 
Restricted for Debt Retirement 
Restricted for Retirement Plans 
Unrestricted 

TOTAL NET ASSETS 

TOTAL LIABILITIES AND NET ASSETS 

2005 2004 
$ 2,772,877 $ 1,984,042 

1,485,024 1,462,7 14 
8,787 2,888 

5,748,153 
I ,I 58,993 

178,023 
266,445 

3,472,116 
6 16,346 

141,109,S18 
(59,492,262) 

9 12,600 
23 1,34 1 
4 1,000 

5,228,467 
1,003,993 

192,085 
276,594 

3, 124,105 
577,400 

134,254,779 
(54,203,348) 

1,053,000 
247,388 
105,000 

2 1,404 20,201 
363.792 360.627 

$ 7,368,808 $ 6,149,570 
870,574 769,159 

1,634,088 1,722,696 
570,366 566,326 

1,130,356 656,367 

39,446,983 3536 1,203 
309,021 - 347.692 

51,418.804 45.484.405 

41,039,917 44,033,861 
940,468 820,026 
385,209 380,827 

5,109,759 4,970,8 16 

50.205.530 47.475.353 - 

$ 98,894,157 $ 95,689,935 

The accompanying notes are an integral part of these financial statements. 5 



Operating Revenues 
Fees 

Electric 
Water 
Telecommunication 

Total Operating Revenues 

Operating Expenses 
Electric 
Water 
Telecommunication 

Total Operating Expenses 

Net Income From Operations 

Non-Operating Revenues(Expenses) 
Net Merchandise Sale 
Rental Revenue 
Interest Revenue 
Other Non-Operating Revenue 
Interest Expense 
Retirement Plan Net Income/(Loss) 

Total Non-Operating Revenues (Expenses) 

Income (Loss) Before Contributions 

Capital Contributions 

Change in Net Assets 

Net Assets -. Beginning of Year 

Net Assets - End of Year 

Frankfort Electric & Water Plant Board 
Comparative Statement of Revenues, Expenses, and 

Changes in Net Assets 
For The Years Ended June 30,2005 and 2004 

2005 2004 

$ 32,573,117 
6,5 17,960 

12,6 19,308 

51,710,385 

34,550,730 
6,374,7 19 

13,015,534 

53,940,983 

(2,230,598) 

1 1,288 
9,205 

54,239 
343,25 1 

(1,714,278) 
4,382 

(1,291,913) 

(3,522,511) 

- 792,334 

3 1,454,323 
6,138,837 

10,747,831 

$ 

48,340,991 

3 1,84 1,343 
5,875,295 

1 1,60 1,864 

49,318,502 - 

(9775 1 1) 

22,133 
9,785 

34,009 
579,602 

(1,597,611) 
8,654 

(943,428) 

(1,920,939) 

7643 16 -- 

(2,730,177) (1,156,423) 

50,205,530 51,361,953 

$ 47,475,353 $ 50,205,530 

The accompanying notes are an integral part of these financial statements. 

6 



Cash Flows from Operating Activities: 
Change in Net Assets 

Adjustments to reconcile change in net assets to 
net cash provided by operating activities: 

Depreciation 
Amortization 
(1ncrease)lDecrease in receivables 
(Increase)/Decrease in inventory 
(Increase)/Decrease in prepaid expenses 
Increasd(Decrease) in accounts and other payables 
Increasd(Decrease) in accrued expenses 
Increasd(Decrease) in customer deposits 
Increasd(Decrease) in unearned revenues 

Total Adjustments 

Net cash provided by operating activities 

Cash Flows from Investing Activities: 
Net capital additions 
Net sale of investments 

Net cash used by investing activities 

Cash Flows from Financing Activities: 
Net increase in bondnote indebtedness 

Net cash provided by financing activities 

Net increasd(decrease) in cash and cash equivalents 

Cash and cash equivalents beginning of year 

Cash and cash equivalents end of year 

Non-Cash Capital & Financing Activities 
In 2005 and 2004, capital contriiutions consisted of$792,335 and $764,516 respectively. 

Frankfort Flectric &Water Plant Board 
Comparative Statement of Cash Flows 

For The Years Ended .June 30,2005 and 2004 

2005 2004 
$ (2,730,177) $ ( I ,  156,423) 

5,288,913 
156,446 

(656J 74) 
(348,011) 
(38,946) 

1,219,238 
I O  1,415 
88,608 
4,040 

--I-- 

4,995,285 
156,446 

(1,115,784) 
(3 12,002) 
(90,166) 
847,427 
123,784 
109,687 
13,888 

5,815,329 _I 4,728,565 

3,085,152 3,572, I42 

(6,854,740) (6,543,691) 
(25,471) (96,156) 

~ . _  (6.880.21 1) (6,639,847) 

4,521,097 2,972.153 

4,521,097 2,972,153 

(95,552) 726,038 

-I 2,109,243 2,204,795 

$ 2,835,281 $ 2,109,243 

The accompanying notes are an integral part of these financial statements. 
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Frankfort Electric and Water Plant Board 
Notes To The Financial Statements 

June 30,2005 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Frankfort Electric and Water Plant Board was formed in April, 1943 through the acquisition by the City of Frankfort, of the entire 
capital stock of the Tri-City Utilities Company. The company was dissolved immediately after the acquisition of the capital stock. 
The properties and the operation of the combined electric and water system purchased were placed under the control of the Electric 
and Water Plant Board, which consists of five members appointed by the Mayor and approved by the City Commissioners. Since 1946 
the Electric and Water Plant Board operates as an independent entlty under the promsions of the Kentucky Revised Statutes 96.172 
through 96.188. The Electric and Water Plant Board produces its own water supply and purchases electricity from the Kentucky 
Utilities Company. On January 1, 1988, the Electric and Water Plant Board acquired the assets and interests of Community Cable 
Services, Inc. Previously, the cable system was operated as an independent subsidiary of the Electric and Water Plant Board, and 
controlled by a separate Board of Directors. On January 1, 1989, the Electric and Water Plant Board assumed the ownership of the 
North Woodford Water District facilities in consideration for the assum tion of its obligations and liabilities. The Kentucky Public 

charges for the City of Frankfort and s&ool tax for the local city and county school boards. 

The financial statements of the Electric & Water Plant Board of the City of Frankfort have been prepared in conformity with generally 
accepted accounting principles (GAAP) as a plied to government units. The Governmental Accounting Standards Board (GASB) IS 

accounting principles and pokies  utilized by the Board are described below: 

Service Commission approved the ac uisition on October 6, 1988. T E e Electric and Water Plant Board bills and collects sewer 

the accepted standard-settin body for esta \ lishing governmental accounting and financial reporting principles. The significant 

The Reporting Entity 

The Electric and Water Plant Board is not considered a component unit of the City of Frankfort. The Electric and Water Plant Board 
operates under the provisions of the Kentucky Revised Statutes mentioned above. Additionally, the City of Frankfort does not 
exercise financial, budgetary, accounting or administrative controls over the Electric and Water Plant Board. Therefore, the financial 
statements of the Electric and Water Plant Board are not included in the financial statements of the City of Frankfort. 

On July 1,2002, the Board adopted the provisions of Governmental Accounting Standards Board Statement No. 34 "Basic Financial 
Statements - and Management's Discussion and Analysis -for State and Local Governments. " Statement 34 established standards for 
external financial reporting for all state and local governmental entities which includes a statement of net assets, a statement of 
activities and changes in net assets, and a statement of cash flows. It requires the classification of net assets into three components - 
invested in capital assets, net of related debt; restricted; and unrestricted. These classifications are defrned as follows: 

Invested in ca ita1 assets, net of related debt - This component of net assets consists of capital assets, including restricted capital 

borrowings that are attributable to the acquisition, construction, or improvement of those assets. If there are significant unspent 
related debt proceeds at year-end, the portion of the debt attributable to the unspent roceeds are not included in the calculation of 
invested in capital assets, net of related debt, Rather, that portion of the debt is inckded in the same net assets component as the 
unspent proceeds. 

Restricted - This component of net assets consists of constraints placed on net asset use thou external constraints imposed by 
creditors (such as through debt covenants), grantors, contributors, or laws or regulations o P other governments or constrmts 
imposed by law through constitutional provisions or enabling legislation. 

Unrestricted net assets - The component of net assets consist of net assets that do not meet the definition of "restricted" or 
"invested in capital assets, net of related debt". 

Preparation of financial statements in conformity with generally accepted acco idng  rinciples requires management to. make 
estimates and assumptions that affect the reported amounts of assets and ]labilities and discksure of contingent assets and liabihties 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. 

On July 1,2002, the Board also ado ted the provisions of Governmental Accounting Standards Board Statement No. 33, Accounting 
and Financial Reporting for Nonexciange Transactions. This statement requires that capital contributions to the Board be presented 
as a change in net assets. 

The adoption of Statement No. 74 and Statement No. 33 affected the classification of net assets in accordance with the statements and 
the presentation of capital contributions as a change in net assets. The financial statements for the year ended June 30, 2002 were 
restated to reflect the adoption of Statement No. 34 and Statement No. 33. 

Fund Accounting 

The Electric and Water Plant Board is accounted for as an enterprise fund. Enterprise funds are used to account for operations (A) that 
are fmanced and operated in a manner similar to private business enterprises where the intent of the governing body is that the costs 
(expenses, including depreciation) of providing goods or services to the general public on a continuing basis be financed or recovered 
primarily through user charges, or (B) where the governing body has decided that eriodic determination of revenues earned, expenses 
incurred, andor net income is appropriate for capital maintenance, public poic y, management control, accountability, or other 
purposes. 

assets, net o P accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes, or other 
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Frankfort Electric and Water Plant Board 
Notes To The Financial Statements 

June 30,2005 
. NOTE A - SUMMARY OF SIGNLFICANT ACCOUNTING POLICIES (continued) 

ProDertv, Plant. EQuioment, and Long-Term Liabilities 

The accountin treatment applied to roperty, plant, e uipment and long-term liabilities associated with a fund are determined by its 

means that all assets and yiabilities associated with their activity are included on &eir balance sheets. All property, plant q d  
equipment are valued at historical cost or estimated historical cost if actual historical cost is not available. Depreciation is proyided in 
the enterprise fiind in amounts sufficient to relate the cost of the depreciable assets to operations over their estimated service lives on 
the straight-line basis. The service lives by type of assets are as follows: 

measurement f ocus. Enter rise fun B s are accounted 9. or on a cost of services or “Ca ita1 Maintenance” measurement focus. This 

Structure and Improvements 
Electric Distribution Systems 
Water Distribution Systems 
Cable Distribution System 
Furniture and Equipment 

30 years 
30 years 
50 years 
10 years 

4- 10 years 

Basis of Accounting 

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in the financial statements. 
Basis of accounting relates to the timing of the measurements made. 

Enterprise funds are accounted for using the accrual basis of accounting. Revenues and the related assets are recognized when earned 
rather than when received. Expenses and the related liabilities are recognized when the obligation is incurred rather than when paid. 

Electric and water fees are recorded as revenues when the customers are billed. Telecommunications fees are billed one month in 
advance, and therefore are recorded as unearned revenues when billed. 

Budgets and Budgetarv Accounting 

The Electric and Water Plant Board follows these procedures in establishing budgetary data reflected in the financial statements: 

1. 
2. 

Formal budgetary integration is employed as a management control device during the year for all funds 
A statement of revenues, ex enses and changes in retained earnings - budget and actual - is presented for analytical 

in conformity with general1 accepted accounting principles. 

Unused appropriations of the annual budget lapse at the end of the years. 
The budgeted amounts shown in the financial statements are the final authorized amounts as revised during the year. 

purposes in the supplementa P information section of this report, and is not intended to be a financial statement presented 

3. The Board of Directors of P e Electric and Water Plant Board approves the budget of the Electric and Water Plant Board. 
4. 
5. 

Revenue Requirements 

The Electric and Water Plant Board is regulated by Kentucky Revised Statute 96.182 concerning the application of revenues earned by 
the Board. The-provisions of Kentucky Revised Statute 96.182 are as follows: 

Subject to the provisions of outstanding bonds and contracts, the Board shall apply all funds derived fiom operations 1) to the 
payment of operating expenses, (2) to the payment of bond interest and retirement, (3) to sinking fund requrements, [4) to the 

the payment of other obligations incurred in the operations and maintenance of the plant and the furnishings of service. 

Puroose of Various Internal Funds 

Ouerating Funds 

maintenance of a fund to meet depreciation and the improvements and extension of the plant in an amount e ual to six percent 
the undepreciated book value of its property, (5) to the maintenance of a cash working fund equal to one ( ? ) month’s 

(1) Water and Electric Revenue Fund 
Chapter 96 of the Kentucky Revised Statutes provides that all revenues of the system shall be placed in this fund as collected. 
Distributions to other funds are made upon approval of the Electric and Water Plant Board in accordance with the 
requirements of each fund. 

This fund was created for the purpose of paying expenses of operating and maintaining the combined water wore,  electric 
power, cable, and full service network systems. The amount necessary to meet these expenses is transferred to this funq as 
needed from the Revenue Fund accounts. Approval of expenditures fiom this fund is made by the Board upon presentabon 
of request for reimbursement to this fund. 

Restricted Funds 

This fund was established in accordance with Kentucky Revise$ Statute 96.182. It provides that a reserve is to be 
accumulated over a ten year period to equal the average annual interest and principal requirements for such then outstanding. 

(2) Operations and Maintenance Fund 

(1) Electric and Water Revenue Bonds and Interest Sinkin Fund 
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Frankfort Electric and Water Plant Board 
Notes To The Financial Statements 

June 30,2005 

NOTE A - StcTMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Cash, Cash Ecluivalents and Investments 
The Electric and Water Plant Board maintains a cash account for each of the internal funds described in Note A above. Additionally, 
some of these internal funds hold investments which are stated at cost. For the purpose of these financial statements, the Board 
considers all highly liquid investment vehicles with an original maturity of three months or less to be cash equivalents. Statutes 
require that financial institutions pledge approved securities to secure those funds on deposit in an amount equal to the amount of 
those funds. At the end of the fiscal year, the carrying amount of the Board’s deposits and investments were $4,257,901. All deposits 
and investments were covered by federal depository insurance ar by collateral held in the pledging institution’s trust department in the 
Board’s name. 

The following is a chart categorizing the investments in order to give an indication of the level of risk assumed b the Board at June 

custodial agent in the Board’s name. Category 2 includes uninsured and unregistered investments for which the securities are held by 
the counterparty’s trust de artment or agent in the Board’s name. Category 3 includes uninsured and unregistered investments for 

30,2005 and 2004. Category 1 includes investments that are insured or registered or for which the securities are i eld by the Board’s 

which the securities are he P d by the counterparty or by its department or agent, but not in the Board’s name. 

2005 Category 
1 2 3 Carrying Amount Market Value 

US. Government Securities $ 1,415,706 $ $ $ 1,415,706 $ 1,415,706 
Certificates of Deposit 69,3 18 69,3 I8 69,3 18 

-_I_____ 

$ 1,485,024 $ $ $ 1,485,024 $ 1,485,024 

2004 Category 
1 2 3 Carrying Amount Market Value . 

US. Government Securities $ 1,394,184 $ $ $ 1,394,184 $ 1,394,184 
Certificates of Deposit 68,530 68,530 68,530 

$ 1,462,714 $ $ $ 1,462,714 $ 1,462,714 

The Frankfort Electric and Water Plant Board Revised Retirement Plan records as cash and cash equivalents all highly liquid 
investment vehicles with an original maturity of three months or less. 

Marketable securities are carried at cost including remiums and discounts on co orate bonds. The premiums and discounts are not 

are held in trust by Farpers Bank & Capital Trust Company, Frankfort, Kentucky. Under the terms of the retlrement plan, the trustee 
has the power to hold, mvest, reinvest, purchase insurance on the lives of members, control, and disburse funds as at that time shall be 
set forth in the Trust Agreement. 

The following is a chart categorizing the Retirement Plan’s investment in order to give an indication of level of risk assumed by the 
Plan at June 30,2005 and 2004. Category 1 includes investments that are insured or registered or for which the securities are held by 
the Plan’s custodial agent in the Plan’s name. Category 2 includes uninsured and unregistered investments for which the securities are 
held by the counterparty’s trust department or agent in the Plan’s name. Shown in this cate ory are investments with Farmers Bank & 
Capital Trust Co. which were acquired b the merger of Community Service’s plan into k e  Plant Board plan. Category 3 includes 

not ~tl the Plan’s Name. 

material in relation to the investment taken as a w R ole. Therefore, premiums an a discounts have not been -ortized. All securities 

imu+sured and unregistered investments fy or which the securities are held by the counterparty or by its trust department or agent, but 

2005 Category 
- 1 2 3 Carrying Amount Market Value 

[J.S. Government Securities $ 148,225 $ $ $ 148,225 $ 148,225 
Corporate Bonds 150,020 150,020 150,020 
Mutual Funds 65,547 65,547 65,547 

$ 363,792 $ $ $ 363,792 $ 363,792 

2004 Category 
1 2 3 Carrying Amount Market Value 

U.S. Government Securities $ 147,890 $ $ $ 147,890 $ 147,890 
Corporate Bonds 150,028 150,028 1 50,028 
Mutual Funds ”_ 62,709 ___ 62,709 62,709 

$ 360,627 $ $ $ 360,627 $ 360,627 
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Frankfort Electric and Water Plant Board 
Notes To The Financial Statements 

June 30,2005 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLJCIES (continued) 

Inventory 

Materials and supplies inventory are stated at lower of cost or market using average cost to determine unit cost on all items with the 
exception of chemicals. 

Accumulated Compensated Absences 

It is the Board’s policy to permit em loyees to accumulate limited amounts of earned but unused vacation pay which will be paid tp 
employees upon separation from the oard’s service. In enterprise funds, the cost of vacation pay is accnied in the period in which It 
is earned. 

Pension Plans 

The Board became a member of the County Employees’ Retirement System (CERS) on July 1, 1988. Eligible em loyees were 

system as of July 1, 1988 was $2,989,322. The original plan for enterin the system required annual payments for 24 years from 
funds available in the Electric and Water Plant Board Retirement Plan as fdows:  

$264,318 X 24 annual payments - $6,343,632 

enrolled in CERS on that date. Both employer and the employee contnbute to this plan. The tatal estimated cost o F entering the 

The Board has made the required annual payments for the fxst seventeen years. The Board’s current indebtedness is $309,O2 1. 

The retirees currently bein paid benefits by the previously funded Electric and Water Plant Board Retirement Plan will continue to 
receive their monthly heneats .from this retirement plan. The Board will make no payments from the operating accounts. 

Restrictions of Net Assets 

2005 __ 2004 

1) Revenue Bond Sinking Reserve $ 940,468 $ 820,026 
2) Retirement Plan Assets 385,203 __ 380,827 

Total Restricted Net Assets $ 1,325,671 $ 1,200,853 

Proiects and Fundino 

Schedules of the bond principal and interest maturities of these bond issues are presented as supplemental information to this report. 

General Obligation Bonded Debt Service 

The Board maintains a bond interest redem tion reserve fund for the retirement of bonded indebtedness. The transfer and reserve 
requirements of these funds have been descriied previously. 

Comuarative 

Comparative data for the prior year has been presented in the accompanying financial statements in order to provide an understanding 
of changes in the Board’s financial position and operations. 

Allowance for Uncollectible Amounts 

The Board records an allowance for doubtfkl accounts in the financial statements. The allowance for doubtfkl accounts at June 30, 
2005 is $60,000. 
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Frankfort Electric and Water Plant Board 
Notes To The Financial Statements 

June 30,2005 

NOTE B - PROPERTY, PLANT AND EQUIPMENT 

The following is a summary of the property, plant and equipment as of June 30,2005 and 2004: 

Water Distribution System 
Water Treatment Plant 
Electric Distribution System 
Structures and Improvements 
Transportation Equipment 
Office Furniture and Equipment 
Tools, Shop Garage and Store Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Other Equipment 
Cable Division Assets 
Land and Land Rights 

Total Property, Plant and Equipment 

Water Distribution System 
Water Treatment Plant 
Electric Distribution System 
Structures and Improvements 
Transportation Equipment 
Office Furniture and Equipment 
Tools, Shop Garage and Store Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Other Equipment 
Cable Division Assets 
Land and Land Rights 

Total Property, Plant and Equipment 

2005 
Accumulated Book 

cost Depreciation Value 

$ 32,675,549 $ 9,298,444 $ 32,377,105 
10,356,036 4,709,252 5,646,784 
47,858,590 23,601,712 24,256,878 

2,3 16,974 1,130,811 1,186,163 
4,158,295 2,559,736 1,598,559 

3,846,272 2,534,524 6,380,796 
411,926 357,2 1 I 54,715 

52,192 48,370 3,822 
1,833,318 1,477,489 355,829 

341,528 168,4 18 173,110 
594,153 3973 15 196,338 

33,67 1,280 11,896,732 21,774,548 
458,881 458,881 

- 

-- 

$ 141,109,518 $ 59,492,262 $ 90,617,256 

2004 
Accumulated Book 

cost Depreciation Value 
-I_-- 

$ 32,152,335 
10,3 14,126 
46,257,209 

2,217,913 
3,667,249 
5,853,702 

41 1,925 
52,192 

1,737,448 
329,247 
534,797 

30,267,755 
458,881 

$ 134.254.779 

$ 8,632,671 
4,502,337 

22,329,906 
999,826 

2,286,132 
3,359,140 

348,230 
44,879 

1,383,507 
141,382 
298,286 

9,877,052 

$ 54,203,348 

$ 23,519,664 
5,8 11,789 

23,927,303 
1,218,087 
1,381,117 
2,494,562 

63,695 
7,313 

353,941 
187,865 
236,511 

20,390,703 
458,88 1 

$ 80,051,43 1 
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Frankfort Electric and Water Plant Board 
Notes To The Financial Statements 

June 30,2005 

NOTE C - BONDS PAYABLE 
The annual requirements to retire bonded debt as of June 30,2005 and 2004 are as follows: 

2005 
Interest ~ Total -- Principal ~- June 30, 

2006 $ 1,130,356 $ 1,269,332 $ 2,399,688 
2007 1,480,066 1,64 1,640 3,121,706 
2008 2,273,022 1,564,965 3,837,987 
2009 3,316,778 1,456,059 4,772,837 
2010 4,086,382 1,313,530 5,.399,9 12 

Thereafter 29,918,968 4,827,320 34,746,288 

Total $ 42,205,572 $ 12,072,846 $ 54,278,418 

2004 -- 
June 30, - Principal Interest Total 

2005 $ 656,367 -$ 703,482 $ 1,359,849 
2006 692,862 667,259 1,360,121 
2007 730,066 629,046 1,359,112 
2008 773,022 588,465 1,361,487 
2009 816,778 545,184 1,361,962 

Thereafter 9,542,844 2,998,O 12 12,540,856 

Total $ 13,211,939 $ 6,131,448 $ 19,343,387 

From July 1, 1998 to June 30, 200.5 the Plant Board entered into bond anticipation notes with Farmers Bank and Capital Trust 
Company. The purpose of these notes was to enable the Plant Board to work on capital additions for the Full Service Network. The 
balance of the bond anticipation notes at June 30, 2005 totaled $27,407,502 and at June 30, 2004, the notes totaled $22,805,640. This 
amount is included in long .term debt. 

NOTE D - INSURANCE ESCROW ACCOUNT 

The insurance escrow account is a liability set up to account for the possibility of future insurance claims. 

NOTE E - FRANKFORT PLANT BOARD MITNICIPAL PROJECTS CORPORATION 

In October of 1999, the Board of Directors of the Electric and Water Plant Board formed the Frankfort Plant Board Municipal Projects 
Corporation with the purpose of authorizing and ap roving the initial financing of the costs of the new improvements to and 

between the Corporation, as lessor, and the Plant Board, as Iessee. The Corporation will provide the lease for the cable system, as 
unproved and expended, to the Plant Board, and authorize the assignment of the Corporation’s rights and interests under the lease to 
the Farmers Bank & Capital Trust Company. 

This authorization is accomplished by means of an instrument of assignment &om the Corporation to the bank as assignee in 
consideration of the bank’s advance of assi ent roceeds suMicient to pay the costs of improving and financing the system. All 
accounting for capital costs, lease costs, and% inc!ebtedness are shown as a part of these financial statements. 

expansions of the Murucipal Cable Television of the P P ant Board. The initial financing amounted to $4,130,000 by means of a lease 

NOTE F - RETIREMENT PLANS 

All employees are covered under the County Employee’s Retirement System (CERS), a cost sharing, multiple-em loyer, public 

contribution. 

The district’s total payroll for the year was $8,960,850. The contribution requirement for CERS for the year ended June 30,2005 was 
$1,207,923 which consisted of $759,880 fi-om the Board and $448.043 &om the em loyees. Benefits under both plans will vary based 
on final compensation, years of service, and other factors as fully described in the pf& documents. 

The “pension benefit obligation” is a standardized disclosure measure of the present value of pension benefits which is adjusted for the 
effects of projected salary increases and step-rate benefits that are estimated to be payable in the future as a result of employee service 
to-date. The measure, which is the actuarial present value of credited pro-jected benefits, is intended to help users assess the pensions’ 
funding. status on a going-concern basis, assess progress made in accumulating sufficient assets to pay benefits when due, and make 
comparisons among the plans and employers. 

Ten-year historical trend information showing CERS’s progress in accumulating sufficient assets to pay benefits when due is 
presented in their June 30,2005 comprehensive annual financial reports. 

employers retirement system established under the rovisions of Kentucky Revised Statute Section 61.645. Funding P or the plan 1s 
provided through payroll withholdings of 5.00% an B a district contribution of 8.48% of the employee’s total compensation subject to 
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FRANKFORT ELECTRIC ANI) WATER PLANT BOARD 

SUPPL,EMENTAL, INFORMATION 



ASSETS 
Cash & Cash Equivalents 
Accrued Interest Receivable 
Receivables 

Billed user fees 
Unbilled user fees 
Advertising 
Other 

Inventory 
Prepaid Expenses 
Property, Plant, and Equipment 

Cable Acquisition Cost 
Unamortized Bond Discount 
Insurance Escrow Account 
Retirement Plan Assets: 

Less: Accumulated Depreciation 

Cash and Cash Equivalents 
Investments 

TOTAL ASSETS 

LIAl3ILITIES AND FUND EQUITY 
LIABILITIES 

Accounts and Other Payables 
Accrued Expenses 
Customer Deposits 
Unearned Revenues 
Bonds Payable Due in One Year 
Long Term Debt: 
Bonds & Bond Anticipation Note Payable 
Notes Payable-Retirement Plan 
Total Liabilities 

FUND EQUITY 
Retained Earnings 
Total Fund Equity 

TOTAL LIABILITIES AND FUND EQUITY 

Frankfort Electric and Water Plant Board 
Statement of Net Assets 

38,533.00 . 

Electric &Water - Telecommunication Total 
$ 2,260,782 $ 1,997,119 $ 4,257,901 

6,953 1,834 8,787 

4,548,283 
1,158,993 

253,123 
2,479,130 

443,99 1 
104,468,877 
(45,920,8 17) 

231,341 
22,444 

1,199,870 

178,023 
13,322 

992,986 
172,355 

36,640,641 
(13,571,445) 

912,600 

18,556 

5,748,153 
1,158,993 

178,023 
266,445 

3,472,116 
6 16,346 

14 1,109,5 18 
(59,492,262) 

9 12,600 
23 1,341 

41,000 

2 1,404 2 1,404 
363,792 

70,338,296 $ 28,555,861 $ 98,894,157 
363,792 -__ 

$ 

6,171,304 $ 1,197,504 $ 7,368,808 
496,996 373,578 870,574 

1,704,819 17,877 1,722,696 
570,366 570,366 

495,000 635,356 1,130,356 

$ 

11,149,276 2 8,297,707 39,446,983 
309,021 309,021 

5 1,4 1 8,804 20,326,4 16 31,092,388 - 
- - ~  

50.011.880 - (2,536,527) 47,475,353 
50.01 1,880 (2,536,5271 47,475,353 

$ 70,338,296 $ 28,555,861 $ 98,894,157 

The accompanying notes are an integral part of these financial statements. 
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OPERATING REVENUES 
Fees 

Electric 
Water 
Telecommunication 

Total Operating Revenues 

OPERATING EXPENSES 
Electric 
Water 
Telecommunication 

Total Operating Expenses 

OPERATING INCOME 

NON-OPERATING REVENUES (EXPENSES) 
Net Merchandise Sale 
Rental Revenue 
Interest Revenue 
Other Non-Operating Revenue 
Interest Expense 
Retirement Plan Net Income/(Loss) 

Total Non-Operating Revenues (Expenses) 

Income (L.oss) Before Contributions 

Capital Contributions 

Change in Net Assets 

Net Assets - Beginning of Year 

Net Assets - End of Year 

Frankfort Electric and Water Plant Board 
Statement of Revenues, Expenses and Changes In 

Net Assets Budget and Actual 
For The Year Ended June 30,2005 

Variable 
Favorable 

Budgeted Actual (Unfavorable) 

$ 32,056,300 $ 32,573,117 $ 5 16,817 
6,418,400 6,5 17,960 99,560 

12,394,200 12,619,308 225,108 

50,868,900 51,710,385 . 841,485 

32,312,041 34,550,730 (2,238,689) 
6,215,961 6,374,719 (158,758) 

12,556,799 13,015,534 (458,735) 

53,940,983 (2,856,182) 51,084,801 - 

(215,901) (2,230,598) (2,014,697) 

16,800 1 1,288 (5,512) 
11,000 9,205 (1,795) 
35,700 54,239 18,539 

340,000 343,251 3,25 1 
(1,690,800) (1,714,278) (23,478) 

4,382 4,382 

(1,287,300) - ( 1,291,913) (4,613) 

(1,503,201) (3,522,59 (2,019,310) 

472,000 792,334 320,334 

(1,031,201) (2,730,177) (1,698,976) 

50,205,530 50,205,530 

$ 49,174,329 $ 47,475,353 $ (1,698,976) 

The accompanying notes are an integral part ofthese financial statements. 
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Operating Income 
LJser Fees 
Advertising Revenue 

Total Operating Revenues 

Operating Expenses 

Net Operating Income 

, 
Non-Operating Revenues (Expenses) 

Net Merchandise Sales 
Rental Revenues 
Interest Revenues 
Other Non-Operating Revenues 
Interest Expense 
Retirement Plan Net Income/(Lass) 

Total Non-Operating Revenues (Expenses) 

Change in Net Assets 

Frankfort Electric and Water Plant Board 
Statement of Revenues and Expenses 

Electric, Water, and Telecommunications Divisions 
For The Year Ended June 30,2005 

Electric Water Telecommunication 
Division __ Division Division 

32,573,117 $ 6,517,960 $ 11,875,647 
743,661 

32,573,117 - 6,517,960 12,6 1 9 E  

$ 

-- 

34,550,730 6,374,719 13,015,534 

(1,977,613) - 143,241 (396,226) - 

4,200 3,065 4,023 
3,407 2,507 3,291 

23,760 15,569 14,910 

(69,OS 8) (629,206) (1,016,014) 
117,396 167,912 57,943 

2,191 2,191 

81,896 (437,962) (935,847) 

The accompanying notes are an integral part of these financial statements. 
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ELECTRIC DIVISION 
Electricity Purchased 
Transmission and Distribution 
Engineering 

Total Electric Expense 

Meter Reading 
Customer Records and Collection 
Postage and Printing 
24/7 Customer Care Payroll 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 

Total Office Expenses 

Advertising 
Administrative Expenses 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
Legal and Consulting Fees 
Insurance 

Total Adminstrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 

Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Depreciation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 

Total General Expenses 

Support Services 
Inventory Adjustments 
Cost o f  Sales Clearing 
Auto and Truck Repair 
Gas and Oil 

Total Support Services 

TOTAL OPERATING EXPENSES - ELECTRIC DJYISION 

Frankfort Electric and Water Plant Board 
Detail Schedule of Budgeted and Actual Operating Expenses 

Electric, Water, and Telecommunication Divisions 
For The Yea Ended June 30,2005 

Variance 
Favorable 

Budgeted Actual (Unfavorable) 
25,601,700 $ 27,216,136 $ (1,6 14,436) 

1.58 1 .ooo 2,007,605 (426,605) 
$ 

. .  
‘2471000 269,93 1 ’ (2293 I j 

29,493,672 (2,063,972) 27,429,700 __ 
195,945 
259,462 
64,3 I O  

74 
16,068 
5 1,766 
20,363 
71,456 
47,020 

183,378 
909,842 

10,330 
379,973 

15,558 
12,256 
53,557 
2,925 

198,138 
90,273 

204,793 
261,334 

61,316 
1 

23 
12,476 

103,399 
8,48 1 

79,702 
52,485 

166.953 
950,963 

13,988 
387,837 

34,727 
6,519 

35,881 
2,330 

180,959 
68.887 

(453) 

(8,848) 
(1,872) 
2,994 

(1) 
51 

3,592 
(51,633) 
11,882 
(8,246) 
(5,465) 
16,425 

(41,121) 

(3,658) 
(7,864) 

453 
(19,169) 

5,737 
17,676 

595 
17,179 
21,386 

308.356 2921820 15,536 
1,071,366 1,023,495 47,87 1 

11 1,675 . 150,265 (3 8,5 90) 
54,536 84,266 (29,7 3 0) 

(1 8,2 1 5) 448,47 1 466,686 
1,539 2,745 ( I  ,206) 
9,794 10,059 (265) 

700 690 I O  
214.927 - 21 2,616 2,311 
841,642 927,327 - (85,685) 

3,073 3,451 (378) 

1,499,656 1,612,937 (1 13,281) 
3,036 12,410 (9,374) 

44,864 37,389 7,475 
18,934 18,933 1 
17.186 17,187 (1) 

1,586,749 ___ 1,702,307 - (1 15,558) 

209,33 1 196,058 13,273 
28,671 (28,671) 

3,080 (3,080) 
154,279 144,890 9,389 

-- 109.132 80,267 28,865 
472.742 452,966 19.776 

$ 32,312,041 $ 34,550,730 $ (2,238,689) 

The accompanying notes are an integral part of these financial statements. 17 



WATER DIVISION 
Distributions and Treatment 
Engineering 
Total Water Department Expense 

Meter Reading 
Customer Records and Collection 
Postage and Printing 
Over and Short 
Office Supplies 
Bad Debts 
GIs Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 
Total Office Expenses 

Advertising 
Administrative Expenses 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
L,egal and Consulting Fees 
hsurance 
Total Administxative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 
Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Depreciation & Amoritzation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 
Total General Expenses 

Support Services 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair 
Gas and Oil 
Total Support Services 

TOTAL OPERATING EXPENSES - WATER DIVISION 

Frankfort Electric and Water Plant Board 
Detail Schedule of Budgeted and Actual Operating Expenses 

Electric, Water, and Telecommunication Divisions 
For T h e  Year Ended June 30,2005 

Variance 
Favorable 

Budgeted Actual (Unfavorable) 
$ 2,257,000 7 2,315,579 $ (58,579) 

(42,878) 2,427,500 2,470,378 ~-____"_ 
170,500 154.799 15.701 

.-- 

144,155 
190,883 
47,3 12 

54 
11,821 
10,087 
14,981 
52,569 
34,592 

134.909 
641,363 -- 

150,643 
192,294 
45,117 

17 
9,180 

20,153 
6,240 

47,654 
38,619 

122,847 
632,764 

-.. 
- 

(6,488) 
(1,411) 
2,195 

37 
2,64 1 

( 10,066) 
8,741 
4,915 

(4,027) 
i2.062 
8,599 

7,599 597 1 1,628 

179 
3,725 16,578 12,853 

13,060 6,948 6,112 
55,766 39,367 16,399 
2,152 1,714 43 8 

180,908 192,456 (1 1,548) 
47,286 33,429 13,857 

286,930 __. 272.473 __ 14.457 
37,737 889,821 - 852,084 ____ 

1 18,998 145,586 (26,588) 
58,112 65,053 (6,941 ) 

484,763 497,375 (1 2,612) 

10,436 10,787 (351) 

279,542 287,052 (7,5 10) 
(1 79) 

~ . .  
-- 

1,640 2,925 (1,285) 

745 736 9 

949,060 (45,345) 903,715 .______- -- 
226.598 -___ 2,423 229.021 - 

2,261 
2,234 

961,094 
42,357 
17,876 

2,539 
9,032 

1,105,019 
35,300 
17,875 

(278) 
(6,798) 

(1 37,925) 
7,057 

1 
3,350 (1) 3.349 --._.__I 

1,035,171~ 1,173,115 (1 37,944) -- 
154,003 144,022 9,98 I 

10,527 (1 0,527) 
2,221 (2J2 1 ) 

68,107 50.1 10 17.997 
96,281 90,438 5,843 

318,391 297.3 18 21.073 

$ 6,215,961 $ 6,374,719 $ ( 1  58,758) 

The accompanying notes are an integral part of these financial statements. 18 



TELECOMMUNICATION DIVlSION 
Operations & Maintenance 
Distribution 
HBO Expense 
TMC Expense 
Showtiine Expense 
Cinema Expense 
Encore Expense 
StadEncore Expense 
Digital Music Expense 
Satellite Station Expense 
Pole Rental Expense 
Digital Station Expense 
Pay per View Expense 
Royalty Copyright Expense 

Total Operations & Maintenance 

Cable 10 Payroll 
Cable 10 Expense 
Ad Insertion Payroll 
Ad lnsertion Expenses 
Marketing Expenses 

Total Cable 10 Expenses 

FSN Payroll 
FSN Expense 
Security Payroll 
Expanded Cable 
Security Expense 

Total Cable FSN Expenses 

Engineering Expense 
Engineering Payroll 
Total Cable Enginering Expense 

Total Cable Expenses 

Customer Records and Collection Expense 
Postage and Printing 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
ClS Expenses 
Computer Expenses 
lnformation Technologies Payroll 

Total Office Expenses 

Frankfort Electric and Water Plant Board 
Detail Schedule of Budgeted and Actual Operating Expenses 

Electric, Water, and Telecommunicatian Divisions 
For The Year Ended June 30,2005 

Variable 
Favorable 

Budgeted Actual (Unfavorable) 
$ 6 2 6,O 0 0 

265,000 
487,700 

39,700 
107,700 
59,400 
4,800 

100,700 
5,500 

2,418,900 
3 1,000 

232,500 
19,200 
60,000 - 4,458.100 

111,900 

297,000 
54,000 

44,000 

37,000 
543,900 

405,200 
8 9 6,O 0 0 
57,800 

- 20,000 
1,379,000 

3,000 
98,400 

6,482,400 
1 o g g  

- - ~  
250,456 
62,078 

71 
15,511 
13,447 
19,656 
68,975 
45,388 

177,013 
652,595 

841,332 
430,65 1 
467,954 

34,145 
92,005 
54,353 
4,198 

101,987 
4,293 

2,391,907 
26,3 17 

201,63 1 
31,659 
54,441 

4,736,873 

$ $ (215,332) 
(165,651) 

19,746 
5,555 

15,695 
5,047 

602 
(1,287) 
1,207 

26,993 
4,683 

30,869 
(1 2,459) 

5,559 
(278,773) 

179,594 (67,694) 
51,139 (7,139) 

205,447 91,553 
52,046 1,954 
52,706 (15,706) 

540,932 2,968 

444,73 1 (39,53 1) 
1,016,308 ( 120,308) 

57,800 

I 38,451 ( 18,45 1) 
1,50 1,260 ( 122,260) 

1,770 (1,770) 

1,413 1,587 
114,063 - (1 5,663) 
115,476 - . (14,076) 

- 6,894,541 (412,141) 

- 

252,298 
59,196 

22 
12,044 
26,846 
8,188 

62,524 
51,071 

161,181 
633,370 

(1,842) 
2,882 

49 
3,467 

( 1 3,3 99) 
1 1,468 
6,45 1 

(5,683) 
15,832 
19,225 -- 
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TEL ECOMMUNlCATION DIVISION (continued) 
Advertising 
Administrative Expense 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Payroll 
Social Security Expense 
Legal and Consulting Fees 
Insurance 
Total Administrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 
Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Amortization of Goodwill 
Depreciation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 

Total General Expenses 

Support Services Expense 
Support Services Payroll 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair Expense 
Auto and Truck Repair Payroll 
Gas and Oil 

Total Support Services Expense 

Frankfort Electric and Water Plant Board 
Detail Schedule of Budgeted and Actual Operating Expenses 

Electric, Water, and Telecommunication Divisions 
For The Year Ended June 30,2005 

9,97 1 1 0,03 5 (64) 
366,785 374,427 (7,642) 

(234) 234 
23,464 10,036 13,428 
18,484 14,119 4,365 
93,076 68,353 24,723 
2,824 2,249 575 

246,954 273,432 (26,478) 
64,042 68,885 (4,843) 

251,614 238,937 12,677 
1,077,2 14 1,060,239 L 16 975 

- 

168,428 176,290 (7,862) 
82,251 73,979 8,272 

7 11,666 703,865 7,801 
2,321 4,140 (1,819) 

14,771 15,172 (40 1 ) 
1,055 1,04 1 14 

324,152 3 2 0 m  - 3,480 
1,304,644 1,295,159 9,485 

- 

2,966 
2,93 I 

140,400 
2,494,050 

2 1,778 
9,191 
4,465 

2,675,78 1 

3,857 (891) 
12,047 (991 16) 

140,400 
2,587,002 (92,952) 

36,317 (14,539) 
9,190 I 
4,462 3 

2,793,275 ( 1 17,494) -~ 

32,165 28,25 1 
169,901 160,70 1 

8,493 
2,9 14 

46,989 43,912 
47.95 1 45,260 

3,914 
9,200 

(8,493) 
(2,9 14) 
3,077 
2,691 

67;159 49,419 17,740 
364,165 338,950 25.2 15 -- 

TOTAL. OPERATING EXPENSES - TELECOMMUNICATION DIVISION $ 12,556,799 $ 13,015,534 $ (458,735) 

The accompanying notes are an integral part of these financial statements. 
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ELECTRIC DIVISION 
Electricity Purchased 
Transmission and Distribution 
Engineering 

Total Electric Expense 

Meter Reading 
Customer Records and Collection 
Postage and Printing 
24/7 Customer Care Payroll 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 

Total Office Expenses 

Advertising 
Administrative Expenses 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
Legal and Consulting Fees 
Insurance 

Total Adminstrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 

Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Depreciation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 

Total General Expenses 

Support Services 
inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair 
Gas and Oil 

Total Support Services 

TOTAL OPERATING EXPENSES - ELECTRIC DIVISION 

Frankfort Electric and Water Plant Board 
Comparative Operating Expenses 

Electric, Water and Telecommunication Divisions 
For The Years Ended June 30,2005 and 2004 

2005 
$ 27,216,136 

2.007.605 
‘269193 1 

29,493,672 

204,793 
261,334 
61,316 

I 
23 

12,476 
103,399 

8,481 
79,702 
52.485 

166:953 
950,963 - 

13,988 
387,837 

34,727 
6,5 19 

35,881 
2,330 

180,959 
68,887 

292,820 
1,023,495 

150,265 
84,266 

466,686 
2,745 

10,059 
690 

212,616 
927,327 

3,451 
12,410 

1,612,937 
37,389 
18,933 
17,187 

1,702,307 

196,058 
28,671 
3,080 

144.890 

(453) 

80:267 
4 5 2,9 6 6 

$ 34,550,730 

2004 
25.1 50.1 19 s 

193,699 
237,725 

63,932 

(69) 
15,365 
61,326 
22,888 
55,322 
37,97 1 

15 1,567 
839,726 

7,587 
387,004 

(2,329) 
30,509 

7,952 
41,061 

2,599 
193,009 
75.736 

2651563 
1,008,691 

140,026 
‘12,016 

486,774 
1,664 
9,495 

690 
172,205 
882,870 

4,472 
12,387 

1,590,667 
44,867 
18.933 
17:187 

1,688,513 .- 

198,395 
(6,654) 

(526) 
145,012 
85,248 

42 1,475 

$ 31,841,343 

The accompanying notes are an integral part of these financial statements. 
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WATER DIVISION 
Dishiiutions and Treatment 
Engineering 
Total Water Department Expense 

Meter Reading 
Customer Records and Collection 
Postage and Printing 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 
Total Office Expenses 

Advertising 
Administrative Expenses 
Clearing Account 
Dues 62 Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
Legal and Consulting Fees 
Insurance 
Total Administrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 
Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Depreciation & Amoritzition 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 
Total General Expenses 

Support Services 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair 
Gas and Oil 
Total Support Services 

TOTAL OPERATTNG EXPENSES - WATER DMSION 

Frankfort Elecbic and Water Plant Board 
Comparative Operating Expenses 

Electric, Water and Telecommunication Divisions 
For The Years Ended June 30,2005 and 2004 

2004 
_I 

2005 
s 2,315,579 $ 2,058,437 

154,799 118,872 
2,470.3 78 2,177,309 

150,643 142,526 
192,294 174,922 
45,117 41,042 

9,180 1 1,306 

6,240 16,84 1 
47,654 40,707 
38,619 27,939 

122,847 11 1,526 
584.71 1 

17 (51) 

20,153 1 1,953 

- 632,764 -- 

5,97 1 5,583 
287,052 284,765 

(179) (1,7 14) 
12,853 6,883 
6,948 8,474 

39,367 .36,339 
1,714 1,912 

192,456 176,238 
33,429 29,572 

272,473 247,110 
852,084 795,162 

145,586 128,683 
65,053 47,63 1 

4 9 7,3 1 5 518,785 
2,925 1,901 

10,787 10.1 19 
7.36 736 

226,598 183,529 
949,060 891,384 

2,539 3,033 
9,032 9,114 

1,105,019 1,063,508 
35,300 42,360 
17,875 17,875 
3,350 3,350 

1,173,115 I ,  139,240 
-- 

144,022 145,983 
10,527 (1,836) 
2221 (388) 

90,438 903 1 5 
50,110 53,215 

. 297,318 287,489 
- 

$ 6,374,719 $ 5,875,295 

The accompanying notes are an integral part of these tinancia1 statements. 
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Telecommunication Division 
Operations & Maintenance 
Distribution 
HBO Expense 
TMC Expense 
Showtime Expense 

. Cinemax Expense 
Encore Expense 
S W E n c o r e  Expense 
Digital Music Expense 
Satellite Station Expense 
Pole Rental Expense 
Digital Station Expense 
Pay per View Expense 
Royalty Copyright Expense 
Total Operations & Maintenance 

Cable 10 Payroll 
Cable 10 Expense 
Ad Insertion Payroll 
Ad Insertion Expenses 
Marketing Expenses 
Total Cable 10 Expenses 

FSN Payroll 
FSN Expense 
Expanded Cable 
Security Expense 
Total Cable FSN Expenses 

Engineering Expense 
Engineering Payroll 
Total Cable Enginering Expense 
Total Cable Expenses 

Customer Records and Collection Expense 
Postage and Printing 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 
Total Office Expenses 

Frankfort Electric and Water Plant Board 
Comparative Operating Expenses 

Electric, Water and Telecommunication Divisions 
For The Years Ended June 30,2005 and 2004 

2005 2004 
$ 841,332 

430,65 1 
467,954 

34,145 
92,005 
54,353 
4,198 

101,987 
4,293 

2,391,907 
26,3 17 

201,631 
31,659 
54,441 

4,736,873 
- --- 

179,594 
51,139 

205,447 
52,046 
52,706 

540,932 
- 

444,73 1 
1,016,308 

1,770 
38,451 

1,501,260 
-~ 

1,413 
114,063 
115,476 

6,894,541- 

- -I 

__.---- 

-. 

252,298 
59,196 

22 
12,044 
26,846 

8,188 
62,524 
5 1,071 

161,181 
633,370 

-_. __. 

-- 

$ 732,920 
380,333 
483,846 

36,671 
101,137 
55,622 
4,628 

104,249 
4,573 

2,141,854 
25,959 

182,967 
3 1,075 
55,450 

4 341 284 
- 
--.dL 

187,257 
38,760 

187,911 
. 49,156 

23,432 
486,516 

- 
-- 

419,243 
505,322 

1,770 
31,213 

957,548 -. 

1,335 
77 616 
78,95 1 

5,864,299 

--A 

229,505 
61,722 

14,833 
1 5,922 
22,235 
53,409 
36,658 

146 327 
580,544 

(67) 

-L 

--- 
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Telecommunication Division (contiriued) 
Advertising 
Administrative Expense 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
Legal and Consulting Fees 
Insurance 
Total Administrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 
Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Amortization of Goodwill 
Depreciation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 
Total General Expenses 

Support Services Expense 
Support Services Payroll 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair Expense 
Auto and Truck Repair Payroll 
Gas and Oil 
Total Support Services Expense 

TOTAL OPERATING EXPENSES - TELECOMMUNICATION DIVISION 

Frankfort Electric and Water Plant Board 
Comparative Operating Expenses 

Electric, Water and Telecommunication Divisions 
For The Years Ended June 30,2005 and 2004 

2004 -- 2005 __._ 

10,035 7,325 
374,427 374,575 

(234) (2,249) 
10,036 12,471 
14,119 12,917 
68,353 71,276 
2,249 2,509 

273,432 240,575 
68,885 63,623 

238,937 2 16,695 
1,060,239 999,7 17 

-- 

176,290 163,32 1 

703,865 734,163 
4,140 2,510 

15,172 14,320 
1,041 1,041 

- 320,672 259,723 
1,295,159 - 1,276,699 

73,979 101,621 

3,857 3,979 
12,047 1 1,979 

140,400 140,400 
2,587,002 2,357,155 

36,317 21,779 

4 462 
2,793,275 2348,944 

9,190 9,190 
~- 4,462 . -.L 

-_ 
28,25 1 31,018 

160,70 1 1 60,5 17 
8,493 (1,295) 
2,914 (508) 

43,912 45,826 
45,260 4.3,6 1 9 
49,419 52,484- 

338,950 - 331,661 -.I__ 

$ 13,015,534 $ 1 1,601,864 

The accompanying notes are an integral part of these financial statements. 
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Frankfort electric and Water Plant Board 
Schedule of Bond Principal and Interest Maturities 

38,533.00 

Fiscal Year Ended June 30,2006 
Fiscal Year Ended June 30,2007 
Fiscal Year Ended June 30,2008 
Fiscal Year Ended June 30,2009 
Fiscal Year Ended June 30,2010 
Fiscal Year Ended June 30,201 1 

Fiscal Year Ended June 30,2012 

Total 

Fiscal Year Ended June 30,2006 
Fiscal Year Ended June 30,2007 
Fiscal Year Ended June 30,2008 
Fiscal Year Ended June 30,2009 
Fiscal Year Ended June 30,2010 
Fiscal Year Ended June 30,201 1 
Fiscal Year Ended June 30,2012 
Fiscal Year Ended June 30,2013 
Fiscal Year Ended June 30,2014 
Fiscal Year Ended June 30,2015 
Fiscal Year Ended June 30,2016 
Fiscal Year Ended June 30,201 7 
Fiscal Year Ended June 30,2018 
Fiscal Year Ended June 30,2019 
Fiscal Year Ended June 30,2020 

Total 

Fiscal Year Ended June 30,2006 
Fiscal Year Ended June 30,2007 
Fiscal Year Ended June 30,2008 
Fiscal Year Ended June 30,2009 
Fiscal Year Ended June 30,2010 
Fiscal Year Ended June 30,201 1 
Fiscal Year ended June 30,2012 
Fiscal Year ended June 30,2013 
Fiscal Year ended June 30,2014 
Fiscal Year ended June 30,2015 
Fiscal Year Ended June 30,2016 

CONSOLIDATED NOTE 

Principal 
Maturities - 

$ 197,862 
21 0,066 
223,022 
236,778 
251,382 
266,887 
139,575 

___I__.- 

Interest Total 

$ 86,152 $ 284,014 
73,948 284,014 
60,992 284,014 
47,236 284,014 
32,632 284,014 
17,127 284,014 
2,454 142,029 - 

$ 1,525,572 $ 320,541 $ 1,846,113 

1999 BOND ISSUE 

Principal 
Maturities - 

$ 495,000 
520,000 
550,000 
580,000 
6 10,000 
640,000 
675,000 
715,000 
755,000 
795,000 
8 4 0,O 0 0 
885,000 
935,000 
9 9 0,O 0 0 

1,045,000 

- Interest , 

$ 581,107 
555,098 
527,473 
497,948 
466,710 
433,898 
399,379 
362,713 
323,380 
28 1 ,I 33 
236,170 
188,733 
138,683 
85,745 
29,255 

Total 
$ 1,0762 07 

1,075,098 
1,077,473 
1,077,948 
1,076,710 
1,073,898 
1,074,379 
1,077,713 
1,078,380 
1,076,133 
1,076,170 
1,073,733 
1,073,683 
1,075,745 
1,074,255 

$ 11,030,000 $ 5,107,425 $ 16,137,425 

FULL SERVICE NETWORK NOTES 

Principal 

$ 437,494 
750,000 

1,500,000 
2,5 0 0,O 0 0 
3,225,000 
3,350,000 
3,525,000 
3,625,000 
3,725,000 
3,800,000 
3,212,506 ~ - -  

Total $ 29,650,000 

Interest 

$ 602,072 
1,012,593 

976,500 
9 10,875 
814,187 
700,000 
580,125 
455,437 
327,250 
195,562 
70,279 

$ 6,644,880 

Total 

$ 1,039,566 
1,762,593 
2,476,500 
3,410,875 
4,039,187 
4,050,000 
4,105,125 
4,080,437 
4,052,250 
3,995,562 

_I 3,282,785 

$ 36,294,880 

The accompanying notes are an integral part of these financial statements. 
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Chairman 
Members of the Electric and Water Plant Board 
Frankfort, Kentucky 

We have audited the accompanying financial statements of the Electric and Water Plant Board of the City of 
Frankfort, Kentucky, as of June 30,2006 and 2005 and the related statements of revenues, expenses and changes in 
net assets and cash flows for the years then ended. These financial statements are the responsibility of management. 
Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audits" to obtain reasonable assurance about whether the 
financial statements are free of material m~sstatements. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
pmciples used and significant estimates made by management, as well as evaluating the overall financial statements 
presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the Electric and Water Plant Board of the City of Frankfort, Kentucky, as of June 30, 2006 and 2005 and the 
results of its operations and its cash flows for the years then ended in conformity with accounting principles 
generally accepted in the United States of America. 

Management's Discussion and Analysis is not a required part of the financial statements but is supplemental 
information required by the Governmental Accounting Standards Board. We have applied certain limited 
procedures, which consisted principally of inquiries of management regarding methods of measurement and 
presentation of the supplemental information. However, we did not audit the information and express no opinion on 
It. 

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a whole. The 
supplemental infarmation on pages 14 through 25 is presented for purposes of additional analysis and is not a 
required part of the basic financial statements. Such information has been subjected to the auditing procedures 
ap lied in the audits of the basic financial statements and, in our opinion, is fairly stated in all material respects in 
regtion to the basic financial statements taken as a whole. 

September 28,2006 
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Frankfort Electric & Water Plant Board 
Management’s Discussion 8t Analysis 

The Frankfort Electric and Water Plant Board is presenting the following discussion and analysis in order to provide 
an overall review of the Boards significant financial activities for the fiscal year ended June 30, 2006. We 
encourage the readers to consider the information presented here in conjunction with the Boards financial statements 
to enhance their understanding of the Boards financial performance 

OPERATIONAL OVERVIEW 

The Board was established under Kentucky Revised Statutes (KRS 96-176) as a combined Electric and Water 
System to operate, maintain, improve, and expand the respective facilities and began operations in 1943. In 19.54 
the Board created Community Television and appointed a separate Cable Board to provide Cable TV service to 
Frankfort and the surrounding area. In 1988 the Board took direct control of the Cable TV operation in order to 
provide additional services over a fiber optic network, as a public project (the Full Service Network). All three 
operations are combined together and presented on pages 5 to 7 of the Audit Report. Cable Telecommunications 
operations are separated from the Electric and Water operations on the audit report under “Supplemental 
Information” pages 14 to 24. The Board has completed the upgrade of the cable system to fiber optics, and is now 
able to provide a Full Service Network (FSN), with few exceptions, throughout the Cable Service Area. The Full 
Service Network includes Digital TV, HDTV, DVR, Broadband Service, Point to Point Fiber Service, Security 
Service, and Local and Long Distance Telephone Service. The upgrade is being financed by a Master Credit 
Agreement with a credit line of $29.5 million dollars all of which has been expended. Security for this financing is 
the Cable Plant exclusively and repayment will be from Cable revenues only. The Board began repaying funds 
borrowed under the Master Credit Agreement in Fiscal Year 2005-06 in accordance with the agreement. The 
Electric and Water facilities and finances are specifically excluded as security in the Master Credit Agreement. 

Assets 
The major changes in Assets, as reported on the Audit, are in “Cash & Cash Equivalents”, “hvestments” and 
“Receivables”. The increase in Cash and Investments is due to the timing of payables and new development. The 
monthly power bill to Kentucky Utilities was due and paid July Is’, immediately following the fiscal year end. This 
resulted in an additional $3.0 million in cash than in the previous fiscal year end. The Board received over $1.0 
million in contract payments for new developments. This money is not disbursed until the developed lots are 
actually occupied. Therefore, it is held in Cash and in Investments. The increase in receivables is due to an 
increasing Fuel Adjustment charge on the Electric Bills and the continued success of new services available with the 
FSN. 

Liabilities 
The Audit Report indicates that the major changes in the Liabilities are in the “Accounts Payable” and “Bonds 
Payable Due in One Year”. The increase in Accounts Payable is due to rising power costs resulting from an 
increasing Fuel Adjustment charge. The increase in the Bonds Payable Due in One Year is due to the beginning of 
payments on the FSN Notes and an upcoming due date for the Bond Anticipation Note for the water department, all 
within the next 12 months. The $1.85 million BAN is due in February of 2007, at which time the Board anticipates 
rolling this debt into a Bond Issue for other Water Capital Projects. The other existing major debt is the 1999 
Electric and Water Bond issue on which payments and sinking fund requirements are being met in accordance with 
the Bond contract. 

Net Assets 
The decrease in Invested in Capital Assets reflects, primarily, the increase in “Bonds Payable Due in One Year” and 
“Long Term Debt”. The increase in Unrestricted Net Assets is due to operational profit realized this Fiscal Year. 
The reasons for the profits are more fully covered in the Revenue and Expense sections of this Management report. 
The increase in Restricted for Debt Retirement is in accordance with the 1999 Electric and Water Bond issue sinking 
fund requirements. Remaining categories have not significantly changed. 
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REVENUE & EXPENSES 
Electric & Water 
The Board budgets revenues and expenses based on a five-year historical calculation and current inflationary trends. 
There are major impacts to the Electric and Water operations due mainly to weather conditions, which cannot be 
adequately anticipated. The use of a 5-year historical period tends to result in an “average” year in growth, inflation 
and prevailing weather. It is a rare occurrence when “ayerage” and actual coincide. For the Fiscal Year ended June 
30, 2006 electric and water were both significantly higher than what would be considered “average”, due mainly to 
prevailing weather conditions. On the Electric side, despite an increasing Fuel Adjustment, the department 
generated a positive net income. The record high temperatures of the summer of 2005 yielded very favorable 
electric sales. As of July 2005, the Board has changed its method of passing the fuel adjustment to our customers in 
order to minimize any losses from fuel clause. The Board learns what was paid for fuel adjustment in one month 
(which is late in the following month), and therefore cannot pass that cost on to its customers until the following 
month. This timing can cause cash flow issues, but does not result in net losses. However, if a major increase in 
fuel adjustment cost occurs in the last month of a fiscal year, the problem of having the expense occur in one year 
and the revenue offset occurring in the next fiscal year could result in a net loss for that time period. Sufficient 
reserves exist to cover this temporary contingency. On the Water side, the summer of 2005 drought resulted in 
exceptional water sales. This coupled with a rate increase effective April lst, 2006 resulted in $500,000 more in 
Water revenue than what was budgeted. The Water Department budgeted for a state project that did not materialize 
in this Fiscal Year. Labor that was budgeted in capital for this state project was used in Operations and Maintenance 
resulting in a budget overrun for Water Distribution Payroll. Increased chemical costs and a pump failure at the 
Water Treatment Plant also caused budget overruns for the Water Department. The remaining variances in both 
electric and water are within acceptable ranges. 

Cable Telecommunications 
With the exception of storm damage, Telecommunications is not affected by weather conditions. The Board 
anticipated a net loss of $145,000 for this operation in Fiscal Year 05-06 due to the completion of the Full Service 
Network. The Cable Department ended the year with an actual net income of $88,000. Revenue from Cable 
Modem Services resulted in a budget surplus of $591,000. A shift in personnel expenditures from Capital projects 
to Operations and Maintenance resulted in a budget overrun. The  difference affects net income, but not cash 
reserves. Rising interest costs associated with the FSN notes resulted in a budget overrun in Interest Expense of 
$202,000” 

Other Non-Operating Revenues 
Other non-operating revenues were $707,000 under budget this Fiscal Year, primarily due to the Highway 421 state 
project budgeted in the Water Department that did not materialize. Other nonoperating revenues were $103,000 
higher than last fiscal year. Miscellaneous Income was significantly higher as a result of the sale of scrap 
transformers in the Electric Department. Funds from these sales will be used to purchase a new transformer in the 
06-07 Fiscal Year. 

THE FUTURE 

Electric & Water 
Due to the rising costs of materials and pension expenses, general inflation, and maintaining minimum reserves as 
established by the Board, the Board anticipates the need for rate adjustments and borrowings in the near future. For 
Electric, this is not expected to occur until the 08-09 fiscal year, three years later than what was anticipated in the 
last five-year plan. For Water, due to its relatively small funding reserves and unanticipated expenditures related to 
the pump failure, there will be a rate increase for wholesale customers in the next Fiscal Year, with another rate 
increase anticipated for city customers in the 08-09 Fiscal Year. The construction of a Chemical Feed Facility will 
require new borrowing beginning in the next Fiscal Year.. The Board does not anticipate any problems with 
implementing rate increases or borrowing for either operation. 

Cable Telecommunications 
The Board will continue to bring innovative voice, video and data technology to its subscribers. Faster broadband 
speeds will be introduced in late 2006. Plans for late 200’1 include bringing feature rich Voice-on-the-Net service to 
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local telephone users and planning is underway for a Video-on-Demand service to be made available to FPB cable 
customers in 2008 or 2009. Even with the increase in costs due to rising pension expenses, higher interest rates and 
principal payments on the FSN notes, the Board anticipates generating positive net income beginning in Fiscal Year 
06-07. The Board foresees amending the terms of the FSN notes beginning in Fiscal Year 06-07. These 
amendments will reduce the required annual principal payments, extend the maturities of the notes, and alter the 
floor and ceiling on the variable interest rate. These changes will enable the Cable Department to maintain the 
required minimum reserve as established by the Board while still funding the Capital Additions necessary to 
maintain and improve the Cable system. There is no rate increase anticipated in the next fiscal year other than the 
pre-approved $1 for Basic Cable. A $1 rate increase for Local Phone Service is expected in Fiscal year 08-09. 
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ASSETS 
Cash & Cash Equivalents 
Investments 
Accrued Interest Receivable 
Receivables 

Billed user fees 
Unbilled user fees 
Advertising 
Other 

Inventory 
Prepaid Expenses 
Property, Plant, and Equipment 

Cable Acquisition Cost 
Unamortized Bond Discount 
Insurance Escrow Account 
Retirement Plan Assets: 

Less: Accumulated Depreciation 

Cash and Cash Equivalents 
Investments 

TOTAL ASSETS 

LIABILITIES AND NET ASSETS 

Accounts and Other Payables 
Accrued Expenses 
Customer Deposits 
Unearned Revenues 
Bonds Payable Due in One Year 
Long Term Debt: 
Bonds & Bond Anticipation Note Payable 
Notes Payable-Retirement Plan 

LIABILITIES 

TOTAL LIABILITIES 

NET ASSETS 
Invested in Capital Assets 
Restricted for Debt Retirement 
Restricted for Retirement Plans 
Unrestricted 

TOTAL NET ASSETS 

TOTAL LIABILITIES AND NET ASSETS 

Frankfort Electric & Water Plant Board 
Comparative Statement of Net Assets 

June 30,2006 and 2005 

2006 2005 
$ 7,038,106 $ 2,772,877 

2,334,539 1,485,024 
23,898 8,787 

6,774,845 
1,2 17,993 

156,3 I8 
23 1,724 

3,806,652 
608,473 

146,580,966 
(64,441,191) 

772,200 
215,295 
4 1,000 

5,748,153 
1,158,993 

178,023 
266,445 

3,472,116 
6 16,346 

141,109,5 18 
(59,492,262) 

9 12,600 
23 1,341 
41,000 

25,511 2 1,404 
366.803 363.792 

$ 10,322,820 $ 7,368,808 
939,3 17 870,574 

1,857,033 1,722,696 
583,338 570,366 

3,335,996 1,130,356 

39,443,696 39,446,983 
267.161 309,021 

- 56.749.36 I 51.418.804 

39,360,083 4 1,039,9 17 
1,063,318 940,468 

392,333 385,209 
8,188,037 5,109,759 

49,003.771 47.475.353 

$ 105,753,132 $ 98,894,157 

The accompanying notes are an integral part of these financial statements. 5 



Operating Revenues 
Fees 

Electric 
Water 
Telecommunication 

Total Operating Revenues 

Operating Expenses 
Electric 
Water 
Telecommunication 

Total Operating Expenses 

Net Income From Operations 

Non-Operating Revenues(Expenses) 
Net Merchandise Sale 
Rental Revenue 
Interest Revenue 
Other Non-Operating Revenue 
Interest Expense 
Retirement Plan Net Income/(Loss) 

Total Non-Operating Revenues (Expenses) 

Income (Loss) Before Contributions 

Capital Contributions 

Change in Net Assets 

Net Assets - Beginning of Year 

Net Assets - End of Year 

Frankfort Electric & Water Plant Board 
Comparative Statement of Revenues, Expenses, and 

Changes in Net Assets 
For The Years Ended June 30.2006 and 2005 

2006 2005 

$ 39,853,473 $ 32,573,117 
6,5 17,960 

12,619,308 
7,444,375 

14,882,075 

62,179,923 5 1,7 10,385 

39,506,027 34,550,730 
6,774,304 6,374,719 

13,654,953 13,015,534 

59,935,284 53,940,983 

2,244,639 (2,230,598) 

12,348 1 1,288 
9,966 9,205 

124,545 54,239 
574,808 343,25 1 

7,124 ___ 4,382 
(2,037,152) (1,714,278) 

(1,308,36 1) (1,291,913) 

936,278 (3,522,511) 

592,140 792,334 

1,528,418 (2,730,177) 

47,475,353 50,205,530 

$ 49,003,771 $ 47,475,353 

The accompanying notes are an integral part of these financial statements. 
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Cash Flows From Operating Activities: 
Change in Net Assets 

Adjustments to reconcile change in net assets to 
net cash provided by operating activities: 

Depreciation 
Amortization 
(Increase)/Decrease in receivables 
(Increase)/Decrease in inventory 
(Increase)/Decrease in prepaid expenses 
Increase/@ecrease) in accounts and other payables 
Increase/(Decrease) in accrued expenses 
Increase/@ecrease) in customer deposits 
Increase/@ecrease) in unearned revenues 

Total Adjustments 

Net cash provided by operating activities 

Cash Flows from Investing Activities: 
Net capital additions 
Net sale of investments 

Net cash used by investing activities 

Cash Flows from Financing Activities: 
Net increase in bondhote indebtedness 

Net cash provided by financing activities 

Net increase/(decrease) in cash and cash equivalents 

Cash and cash equivalents beginning of year 

Cash and cash equivalents end of year 

Non-Cash Capital & Financing Activities 
In 2006 and 2005, capital contributions consisted of $592,140 and $792,334 respectively. 

Frankfort Electric & Water Plant Board 
Comparative Statement of Cash Flows 

For The Years Ended June 30.2006 and 2005 

2006 2005 

$ 1,528,418 $ (2,730,177) 

5,378,257 
156,446 

(1,044,377) 
(334,536) 

7,873 
2,954,O 12 

68,743 
134,337 
12,972 

5,288,913 
156,446 

(656,374) 
(348,011) 
(38,946) 

1,219,238 
I O  1,4 I5 
88,608 
4,040 

7,333,727 5,815,329 

8,862,145 3,085,152 

(5,900,779) (6,854,740) 
(852,522) (25,47 1) 

(6,753,301) (6,880,211) 

2,160,492 4,52 1,097 

2,160,492 4,52 1,097 

4,269,336 726,038 

2,835,281 2,109,243 

$ 7,104,617 $ 2,835,281 - 

The accompanying notes are an integral part of these financial statements 



Frankfort Electric and Water Plant Board 
Notes To The Financial Statements 

June 30,2006 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Frankfort Electric and Water Plant Board was formed in April, 1943 through the acquisition by the City of Frankfort, of the entire 
capital stock of the Tri-City Utilities Company. The company was dissolved immediately after the acquisition of the ca ital stock. 
The properties and the operation of the combined electric and water system purchased were placed under the control of t t e  Electric 
and Water Plant Board, which consists of five members appointed by the Mayor and approved by the City Commissioners. Since 1946 
the Electric and Water Plant Board o erates as an independent entity under the provisions of the Kentucky Revised Statutes 96.172 
through 96.188. The Electric and dater  Plant Board produces its own water supply and purchases electricity from the Kentucky 
Utilities Company. On January 1, 1988, the Electric and Water Plant Board acquired the assets and interests of Community Cable 
Services, Inc. Previously, the cable system was operated as an independent subsidiary of the Electric and Water Plant Board, and 
controlled b a separate Board of Directors. On January 1 ,  1989, the Electric and Water Plant Board assumed the ownership of the 
North Woodlford Water District faciIities in consideration for the assum tion of its obligations and liabilities. The Kentucky Public 
Service Commission approved the ac uisition on October 6, 1988. TEe Electric and Water Plant Board bills and collects sewer 

The financial statements of the Electric & Water Plant Board of the City of Frankfort have been prepared in conformity with generally 
accepted accounting principles (GAAJ?) as a plied to government units. The Governmental Accounting Standards Board (GASB) is 
the accepted standard-settin body for estatlishing govemmental accounting and financial reporting principles. The significant 
accounting principles and poficies utilized by the Board are described below: 

The Reoorting Entity 

The Electric and Water Plant Board is not considered a component unit of the City of Frankfort. The Electric and Water Plant Board 
operates under the provisions of the Kentucky Revised Statutes mentioned above. Additionally, the City of Frankfort does not 
exercise financial, budgetary, accounting or administrative controls over the Electric and Water Plant Board. Therefore, the financial 
statements of the Electric and Water Plant Board are not included in the financial statements of the City of Frankfort. 

On July 1 ,  2002, the Board adopted the provisions of Governmental Accounting Standards Board Statement No. 34 "Basic Financial 
Statements - and Management's Discussion and Analysis -for State and Local Governments. " Statement 34 established standards for 
external financial reporting for all state and local governmental entities which includes a statement of net assets, a statement of 
activities and changes in net assets, and a statement of cash flows. It requires the classification of net assets into three components - 
invested in capital assets, net of related debt; restricted; and unrestricted. These classifications are defined as follows: 

0 Invested in ca ital assets, net ofrelated debt - This component of net assets consists of capita1 assets, including restricted capital 
assets, net ofaccumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes, or other 
borrowings that are attributable to the acquisition, construction, or improvement of those assets. If there are significant unspent 
related debt proceeds at year-end, the portion of the debt attributable to the unspent roceeds are not included in the calculation of 
invested in capital assets, net of related debt. Rather, that portion of the debt is inckded in the same net assets component as the 
unspent proceeds. 

Restricted - This component of net assets consists of constraints placed on net asset use through external constraints imposed by 
creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other governments or constraints 
imposed by law through constitutional provisions or enabling legislation. 

Unrestricted net assets - The component of net assets consist of net assets that do not meet the definition of "restricted" or 
"invested in capital assets, net of related debt".. 

Preparation of financial statements in conformity with generally accepted accounting p i p l e s  requires management to make 
eshmates and assumptions that affect the reported amounts of assets and liabilities and disc osure 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. 

On July 1, 2002, the Board also ado ted the provisions of Governmental Accounting Standards Board Statement No. 33, Accounting 
and Financial Reporting for Nonexcgange Transactions This statement requires that capital contributions to the Board be presented 
as a change in net assets. 

The adoption of Statement No. 34 and Statement No 33 affected the classification of net assets in accordance with the statements and 
the presentation of capital contributions as a change in net assets. The financial statements for the year ended June 30, 2002 were 
restated to reflect the adoption of Statement No. 34 and Statement No. 33. 

Fund Accounting 

The Electric and Water Plant Board is accounted for as an enterprise fund. Enterprise funds are used to account for operations (A) that 
are financed and operated in a manner similar to private business enterprises where the intent of the governing body is that the costs 
(expenses, including depreciation) of providing goods or services to the general public on a continuing basis be financed or recovered 
primarily through user charges, or (B) where the governing body has decided that eriodic determination of revenues earned, expenses 
incurred, and/or net income is appropriate for capital maintenance, public po&y, management control, accountability, or other 
purposes. 

charges for the City of Frankfort and sc B 001 tax for the local city and county school boards. 
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Frankfort Electric and Water Plant Board 
Notes To The Financial Statements 

June 30,2006 
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

ProDertv, Plant, EquiDment, and Long-Tern Liabilities 

The accountin treatment applied to roperty, plant, e uipment and long-term liabilities associated with a fund are determined by its 

means that all assets and liabilities associated with their activity are included on Jeir  balance sheets. All property, plant and 
equipment are valued at histoncal cost or estimated historical cost if actual historical cost is not available. Depreciation is provided in 
the enterprise fund in amounts sufficient t0 relate the cost of the depreciable assets to operations over their estimated service lives on 
the straight-line basis. The service lives by type of assets are as follows: 

measurement f;: ocus. Enterprise fun B s are accounted 4 or on a cost of services or “Ca ita1 Maintenance” measurement focus. This 

Structure and Improvements 
Electric Distribution Systems 
Water Distribution Systems 
Cable Distribution System 
Furniture and Equipment 

30 years 
30 years 
50 years 
10 years 

4-10 years 

Basis of Accounting 

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in the financial statements. 
Basis of accounting relates to the timing of the measurements made. 

Enterprise fiinds are accounted for using the accrual basis of accounting. Revenues and the related assets are recognized when earned 
rather than when received. Expenses and the related liabilities are recognized when the obligation is incurred rather than when paid. 

Electric and water fees are recorded as revenues when the customers are billed. Telecommunications fees are billed one month in 
advance, and therefore are recorded as unearned revenues when billed. 

Budgets and Budpetasy Accounting 

The Electric and Water Plant Board follows these procedures in establishing budgetary data reflected in the financial statements: 

1. Formal budgetary integration is employed as a management control device during the year for all funds 
2. A statement of revenues, ex enses and changes in retained earnings - budget and actual - is presented for analytical 

purposes in the supplernentafinformation section of this report, and is not intended to be a financial statement presented 
in conformity with general1 accepted accounting principles. 

3.  The Board of Directors of t ie Electric and Water Plant Board approves the budget ofthe Electric and Water Plant Board. 
4. Unused appropriations of the annual budget lapse at the end of the years. 
5. The budgeted amounts shown in the financial statements are the final authorized amounts as revised during the year. 

Revenue Requirements 

The Electric and Water Plant Board is regulated by Kentucky Revised Statute 96.182 concerning the application of revenues earned by 
the Board. The provisions of Kentucky Revised Statute 96.182 are as follows: 

Subject to the provisions of outstanding bonds and contracts, the Board shall apply all funds derived from operations 
payment of operating expenses, (2) to the payment of bond interest and retirement, (3) to sinking fund requirements, 
maintenance of a fund to meet depreciation and the improvements and extension of the plant in an amount equal to six 
the undepreciated book value of !ts property, (5) to the maintenance of a cash working fund equal to one (1) 
the payment of other obligations incurred in the operations and maintenance of the plant and the furnishings of service. 

P m o s e  of Various Internal Funds 

Operating Funds 

(1) Water and Electric Revenue Fund 
Chapter 96 of the Kentucky Revised Statutes provides that all revenues of the system shall be placed in this-fund as collected. 
Distributions to other funds are made won amroval of the Electric and Water Plant Board in accordance wlth the . .- 
requirements of each fund. 

This hnd  was created for the purpose of paying expenses of operating and maintaining the combined water works, electric 
power, cable, and full service network systems, The amount necessary to meet these expenses is transferred to this fund as 
needed from the Revenue Fund accounts. Approval of expenditures from this fund is made by the Board upon presentation 
of request for reimbursement to this fund. 

Restricted Funds 

This hnd  was established in accordance with Kentucky Revised Statute 96.182. 
accumulated over a ten year period to equal the average annual interest and principal requirements for such then outstanding. 

(2) Operations and Maintenance Fund 

(1) Electric and Water Revenue Bonds and Interest Sinking Fund 
It provides that a reserve is to be 
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Frankfort Electric and Water Plant Board 
Notes To The Financial Statements 

June 30,2006 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Cash. Cash Equivalents and Investments 
The Electric and Water Plant Board maintains a cash account for each of the internal funds described in Note A above. Additionally, 
some of these internal funds hold investments which are stated at cost. For the purpose of these financial statements, the Board 
considers all highly liquid investment vehicles with an original maturity of three months or less to be cash equivalents. Statutes 
require that financial institutions pledge approved securities to secure those funds on deposit in an amount equal to the amount of 
those funds. At the end of the fiscal year, the carrying amount of the Board’s deposits and investments were $9,372,645. All deposits 
and investments were covered by federal depository insurance or by collateral held in the pledging institution’s trust department in the 
Board’s name. 

The following is a chart Categorizing the investments in order to give an indication of the level of risk assumed b the Board at June 
30, 2006 and 2005. Category 1 includes investments that are insured or registered or for which the securities are ield by the Board’s 
custodial agent in the Board’s name. Categov 2 includes uninsured and unregistered investments for which the securities are held by 
the counterparty’s trust de artment or agent in the Board’s name. Category 3 includes uninsured and unregistered investments for 
which the securities are herd by the counterparty or by its department or agent, but not in the Board’s name. 

2006 Category 
1 2 3 Carrying Amount Market Value 

IJS. Government Securities $ 2,259,539 $ $ $ 2,259,539 $ 2,259,539 
Certificates of Deposit 75,000 75,000 75,000 

$ 2,334,539 $ $ $ 2,334,539 $ 2,334,539 

2005 Category 
1 2 3 Carrying Amount Market Value 

1J.S. Government Securities $ 1,415,706 $ $ $ 1,415,706 $ 1,415,706 
Certificates of Deposit 69,3 18 69,3 18 69,3 18 

$ 1,485,024 $ $ $ 1,485,024 $ 1,485,024 

The Frankfort Electric and Water Plant Board Revised Retirement Plan records as cash and cash equivalents all highly liquid 
investment vehicles with an original maturity of three months or less. 

Marketable securities are carried at cost including remiums and discounts on co orate bonds. The premiums and discounts are not 
material in relation to the investment taken as a wEole. Therefore, premiums anrdiscounts have not been amortized. All securities 
are held in trust by Farmers Bank & Capital Trust Company, Fra@fort, Kentucky. tJnder the terms of the retirement plan, the trustee 
has the power to hold, invest, reinvest, purchase insurance on the lives of members, control, and disburse funds as at that time shall be 
set forth in the Trust Agreement. 

The following is a chart categorizing the Retirement Plan’s investment in order to give an indication of level of risk assumed b the 
Plan at June 30,2006 and 2005. Category 1 includes investments that are insured or registered or for which the securities are herd by 
the Plan’s custodial agent in the Plan’s name. Category 2 includes uninsured and unregistered investments for which the securities are 
held by the counterparty’s trust department or agent in the Plank name. Shown in this cate ory are investments with Farmers Bank & 
Capital Trust Co. which were acquired by the merger of Community Service’s plan into &e Plant Board plan. Category 3 includes 
uninsured and unregistered investments for which the securities are held by the counterparty or by its trust department or agent, but 
not in the Plank Name. 

2006 Category 
1 2 3 Carrying Amount Market Value 

U.S. Government Securities $ 148,225 $ $ $ 148,225 $ 148,225 
Corporate Bonds 150,020 150,020 150,020 
Mutual Funds 68,558 68,558 68,558 

$ 366,803 $ $ $ 366,803 $ 366,803 

2005 Category 
1 2 3 Carrying Amount Market Value 

U S  Government Securities $ 148,225 $ $ $ 148,225 $ 148,225 
Corporate Bonds 150,020 150,020 150,020 
Mutual Funds 65,547 65,547 65,547 

$ 363,792 $ $ $ 363,792 $ 363,792 
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Frankfort Electric and Water Plant Board 
Notes To The Financial Statements 

June 30,2006 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Inventory 

Materials and supplies inventory are stated at lower of cost or market using average cost to determine unit cost on all items with the 
exception of chemicals. 

Accumulated Compensated Absences 

It is the Board’s policy to permit employees to accumulate limited amounts of earned but unused vacation pay which will be paid to 
employees upon separation from the Board’s service. In enterprise funds, the cost of vacation pay is accrued in the period in which it 
is earned. 

Pension Plans 

The Board became a member of the County Employees’ Retirement System (CERS) on July 1, 1988. Eligible em loyees were 
enrolled in CERS on that date. Both employer and the employee contribute to this plan. The total estimated cost ofentering the 
system as of July 1, 1988 was $2,989,322. The original plan for enterin the system required annual payments for 24 years from 
funds available in the Electric and Water Plant Board Retirement Plan as fobows: 

$264,3 18 X 24 annual payments - $6,343,632 

The Board has made the required annual payments for the first eighteen years. The Board’s current indebtedness is $267,162 

The retirees currently bein paid benefits by the previously funded Electric and Water Plant Board Retirement Plan will continue to 
receive their monthly benegts from this retirement plan. The Board will make no payments from the operating accounts. 

Restrictions of Net Assets 

2006 2005 

1) Revenue Bond Sinking Reserve $ 1,063,318 $ 940,468 
2) Retirement Plan Assets 392,333 385,209 

Total Restricted Net Assets $ 1,455,651 $ 1,325,677 

Projects and Funding 

Schedules of the bond principal and interest maturities of these bond issues are presented as supplemental information to this report 

General Obligation Bonded Debt Service 

The Board maintains a bond interest redem tion reserve fund for the retirement of bonded indebtedness. The transfer and reserve 

ComDarative 

Comparative data for the prior year has been presented in the accompanying financial statements in order to provide an understanding 
of changes in the Board’s financial position and operations. 

Allowance for Uncollectible Amounts 

The Board records an allowance for doubtful accounts in the financial statements. The allowance for doubtful accounts at June 30, 
2006 is $16,000. 

requirements of these funds have been descri % ed previously. 
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Frankfort Electric and Water Plant Board 
Notes To The Financial Statements 

June 30,2006 

NOTE B - PROPERTY, PLANT AND EQUIPMENT 

The following is a summary of the property, plant and equipment as of June 30,2006 and 2005: 

Water Distribution System 
Water Treatment Plant 
Electric Distribution System 
Structures and Improvements 
Transportation Equipment 
Office Furniture and Equipment 
Tools, Shop Garage and Store Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Other Equipment 
Cable Division Assets 
L,and and L,and Rights 

2006 
Accumulated Book 

cost Depreciation Value 
$ 33,360,975 $ 9,970,768 $ 23,390,207 

11,058,858 4,920,382 6,13 8,476 
49,291,947 24,846,964 24,444,983 
2,34 1,403 1,227,568 1,113,836 

2,458,735 1,370,363 3,829,098 
6,687,245 4,348,8 17 2,338,428 

414,921 368,954 45,967 
52,192 49,669 2,523 

1,869,634 1,556,097 313,537 
153,986 345,499 1913 13 

408,920 23 1,500 640,420 
22,137,087 36,229,893 14,092,806 

458,882 458,882 

Total Property, Plant and Equipment $ 146,580,967 $ 64,441,193 $ 82,139,775 

Water Distribution System 
Water Treatment Plant 
Electric Distribution System 
Structures and Improvements 
Transportation Equipment 
Office Furniture and Equipment 
Tools, Shop Garage and Store Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Other Equipment 
Cable Division Assets 
Land and Land Rights 

Total Property, Plant and Equipment 

cost 
$ 32,675,549 

10,356,036 
47,858,590 
2,3 16,974 
4,158,295 
6,380,796 

41 1,926 
52,192 

1,833,318 
34 1,528 
594,153 

33,67 1,280 
458,881 

Accumulated 
Depreciation 

$ 9,298,444 
4,709,252 

23,601,7 12 
1,130,81 I 
2,559,736 
3,846,272 

357,211 
48,370 

1,477,489 
168,418 
397,815 

1 1,896,732 

Book 
Value 

$ 23,377,105 
5,646,784 

24,256,878 
1 , I  86,163 
1,598,559 
2,534,524 

54,7 15 
3,822 

355,829 
173,110 
196,338 

2 1,774,548 
458,881 

$ 141,109,518 $ 59,492,262 $ 81,617,256 
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Frankfort Electric and Water Plant Board 
Notes To The Financial Statements 

June 30,2006 

NOTE C - BONDS PAYABLE 
The annual requirements to retire bonded debt as of June 30,2006 and 2005 are as follows: 

2006 
June 30, Principal Interest Total 

2007 $ 3,335,996 $ 1,641,639 $ 4,977,635 
2008 2,273,022 1,564,965 3,837,987 
2009 3,316,778 1,456,059 4,772,837 

5,399,911 2010 4,086,382 1,3 13,529 

Thereafter 25,5 10,627 3,676,298 29,186,925 
201 1 4,256,887 1,15 1,025 5,407,912 

Total $ 42,779,692 $ 10,803,515 $ 53,583,207 

2005 
June 30, Principal Interest Total 

2006 $ 1,130,356 % 1,269,332 $ 2,399,688 
2007 1,480,066 1,64 1,640 3,12 1,706 
2008 2,273,022 1,564,965 3,837,987 
2009 3,3 16,778 1,456,059 4,772,837 
2010 4,086,382 1,313,530 5,399,9 12 

Thereafter 29,918,968 4,827,320 34,746,288 

Total $ 42,205,572 $ 12,072,846 $ 54,278,418 

From July 1, 1998 to June 30, 2006 the Plant Board entered into bond anticipation notes with Farmers Bank and Capital Trust 
Company. The purpose of these notes was to enable the Plant Board to work on capital additions for the Full Service Network. The 
balance of the bond anticipation notes at June 30, 2006 totaled $29,061,064 and at June 30, 2005, the notes totaled $27,407,502. This 
amount is included in long-term debt. 

NOTE D -INSURANCE ESCROW ACCOUNT 

The insurance escrow account is a liability set up to account for the possibility of future insurance claims, 

NOTE E - FRANKFORT PLANT BOARD MUNICIPAL, PROJECTS CORPORATION 

In October of 1999, the Board of Directors of the Electric and Water Plant Board formed the Frankfort Plant Board Municipal Projects 
Corporation with the purpose of authorizing and ap roving the initial financing of the costs of the new improvements to and 
expansions of the Municipal Cable Television of the Pyant Board. The initial financing amounted to $4,130,000 by means of a lease 
between the Corporation, as lessor, and the Plant Board, as lessee. The Corporation will provide the lease for the cable system, as 
improved and expended, to the Plant Board, and authorize the assignment of the Corporation’s rights and interests under the lease to 
the Farmers Bank & Capital Trust Company. 

This authorization is accomplished by means of an instrument of assignment from the Corporation to the bank as assignee in 
consideration of the bank’s advance of assignment roceeds sufficient to pay the costs of improving and financing the system. All 
accounting for capital costs, lease costs, and bank in B ebtedness are shown as a part of these financial statements. 

provided through payroll withholdings of 5.00% an B a Board contribution of 10.98% of the employee’s total compensation subject to 

$1,435,710 which consisted of $1,011,437 from the Board and $424,273 from the employees. Bene f y  its under both plans will vary 

NOTE F - RETIREMENT PLANS 

All employees are covered under the County Employee’s Retirement System (CERS), a cost sharing, multiple-em loyer, public 
employers retirement system established under the rovisions of Kentucky Revised Statute Section 61.645. Funding for the plan is 

contribution. 

The Board’s total payroll for the year was $8,485,465. The contribution requirement for CERS for the ear ended June 30, 2006 was 

based on final compensation, years of service, and other factors as fully described in the plan documents. 

The “pension benefit obligation” is a standardized disclosure measure of the present value of pension benefits which is adjusted for the 
effects of projected salary increases and step-rate benefits that are estimated to be payable in the future as a result of employee service 
to-date. The measure, which is the actuarial present value of credited projected benefits, is intended to help users assess the pensions’ 
funding status on a going-concern basis, assess progress made in accumulating sufficient assets to pay benefits when due, and make 
comparisons among the plans and employers. 

Ten-year historical trend information showing CERS’s progress in accumulating sufficient assets to pay benefits when due is 
presented in their June 30,2006 comprehensive annual financial reports. 
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FRANKFORT ELECTRIC AND WATER PLANT BOARD 

SUPPLEMENTAL INFORMATION 



ASSETS 
Cash & Cash Equivalents 
Accrued Interest Receivable 
Receivables 
Billed user fees 
Unbilled user fees 
Advertising 
Other 

Inventory 
Prepaid Expenses 
Property, Plant, and Equipment 

Cable Acquisition Cost 
Unamortized Bond Discount 
Insurance Escrow Account 
Retirement Plan Assets: 

Less: Accumulated Depreciation 

Cash and Cash Equivalents 
Investments 

TOTAL ASSETS 

LIABILITIES AND NET ASSETS 
LIABIL.ITLES 
Accounts and Other Payables 
Accrued Expenses 
Customer Deposits 
Llnearned Revenues 
Bonds Payable Due in One Year 
Long Term Debt: 
Bonds & Bond Anticipation Note Payable 
Notes Payable-Retirement Plan 
Total Liabilities 

NET ASSETS 
Retained Earnings 
Total Net Assets 

TOTAL LIABILITIES AND NET ASSETS 

Electric & Water 
$ 6,53 1,085 

18,743 

5,3 15,006 
1,2 17,993 

218,575 
2,604,860 

428,377 
107,530,580 
(48,599,819) 

215,295 
22,022 

25,s 11 
366,803 

$ 75,895,03 1 
- 

$ 9,150,233 
565,662 

1,830,3 1 1 

2,375,929 

10,009,07 1 
267,161 

24,198,367 

5 1,496,664 
- 5 1.696.664 

Frankfort Electric and Water Plant Board 
Statement of Net Assets 

June 30,2006 

Telecommunication Total 
$ 2,841,560 $ 9,372,645 

5,155 23,898 

1,459,83 9 

156,3 18 
13,149 

1,201,792 
180,096 

39,050,386 
(1 5,841,372) 

772,200 

18,978 

6,774,845 
1,217,993 

156,318 
23 1,724 

3,806,652 
608,473 

146,580,966 
(64,G 1 ,I  91) 

772,200 
215,295 
4 1,000 

25,s 1 1 
366,803 

$ 29,858,101 $ 105,753,132 

$ 1,172,587 $ 10,322,820 
373,655 939,3 17 
26,722 1,857,033 

583,338 583,338 
960,067 3,335,996 

29,434,625 39,443,696 
267,16 1 

32,550,994 56,749,36 1 

(2.692.893) 49,003.77 1 
(2,692,893) 49,003,771 

$ 75,895,031 $ 29,858,101 $ 105,753,132 

The accompanying notes are an integral part o f  these financial statements. 
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OPERATING REVENUES 
Fees 

Electric 
Water 
Telecommunication 

Total Operating Revenues 

OPERATING EXPENSES 
Electric 
Water 
Telecommunication 

Total Operating Expenses 

OPERATING INCOME 

NON-OPERATING REVENUES (EXPENSES) 
Net Merchandise Sale 
Rental Revenue 
Interest Revenue 
Other Non-Operating Revenue 
Interest Expense 
Retirement Plan Net Income/(Loss) 

Total Non-Operating Revenues (Expenses) 

Income (Loss) Before Contributions 

Capital Contributions 

Change in Net Assets 

Net Assets - Beginning of Year 

Net Assets - End of Year 

Frankfort Electric and Water Plant Board 
Statement of Revenues, Expenses and Changes In 

Net Assets - Budget and Actual 
For The Year Ended June 30.2006 

Variable 
Favorable 

Budgeted Actual (Unfavorable) 

$ 34,727,300 $ 39,853,473 $ 5,126,173 
6,891,800 7,444,375 552,575 

l4J8 1,500 14,882,075 700,575 

6,379,323 55,800,600 62,179,923 

35,096,995 39,506,027 (4,409,032) 
6,267,278 6,774,304 (507,026) 

13,375,927 13,654,953 (279,026) 

54,740,200 59,935,284 (5,195,084) 

1,060,400 2,244,639 1,184,239 

17,900 12,348 (5,552) 
12,000 9,966 (2,034) 
44,500 124,545 80,045 

350,000 574,808 224,808 
(1,8l1,100) (2,037,152) (226,052) 

7,124 7,124 

(1,386,700) (1,308,361) 78,339 

(326,300) 936,278 1,262,578 

1,596,000 592,140 (1,003,860) 

1,269,700 1,528,418 258,718 

47,475,353 47,475,353 

$ 48,745,053 ____ $ 49,003,771 $ 258,718 

The accompanying notes are an integral part of these financial statements. 
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Operating Income 
IJser Fees 
Advertising Revenue 

Total Operating Revenues 

Operating Expenses 

Net Operating Income 

Non-Operating Revenues (Expenses) 
Net Merchandise Sales 
Rental Revenues 
Interest Revenues 
Other Non-Operating Revenues 
Interest Expense 
Retirement Plan Net Income/(Loss) 

Total Nan-Operating Revenues (Expenses) 

Change in Net Assets 

Frankfort Electric and Water Plant Board 
Statement of Revenues and Expenses 

Electric, Water, and Telecommunications Divisions 
For The Year Ended June 30,2006 

Electric Water Telecommunication 
Division Division Division 

$ 39,853,473 $ 7,444,375 $ 14,153,312 
728,763 

39,853,473 7,444,375 14,882,075 

39,506,027 6,774,304 13,654,953 

347,446 670,071 1,227,122 

437 1 3,363 4,414 
3,689 2,714 3,563 

46,995 46,114 3 1,436 
257,835 2 13,192 103,781 
(70,581) (644,943) (1,321,628) 

3,562 3,562 

246,071 (375,998) ( 1,178,434) 

$ 593.512 $ 294.071 $ 4 U 8 8  

The accompanying notes are an integral part of these financial statements. 
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WATER DIVISION 
Distributions and Treatment 
Engineering 
Total Water Department Expense 

Meter Reading 
Customer Records and Collection 
Postage and Printing 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 
Total Office Expenses 

Advertising 
Administrative Expenses 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
Legal and Consulting Fees 
Insurance 
Total Administrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 
Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Depreciation & Amoritzation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 
Total General Expenses 

Support Services 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair 
Gas and Oil 
Total Support Services 

TOTAL OPERATING EXPENSES - WATER DIVISION 

Frankfort Electric and Water Plant Board 
Detail Schedule of Budgeted and Actual Operating Expenses 

Electric, Water, and Telecommunication Divisions 
For The Year Ended June 30,2006 

Variance 
Favorable 

Budgeted Actual (Unfavorable) 
$ 2,094,500 $ 2.568.592 $ (474,092) 

166.900 
2,261,400 

159,499 
205,954 

52,137 
27 

1 1,604 
10,717 
14,705 
47,057 
34,758 

125,3 16 
661,774 

8,823 
269,748 

20,752 
10,436 
53,005 

1,497 
192,428 
32,726 

281.987 
87 1,402 

135,844 
60,6 17 

515,736 
1,789 

10,764 
1,372 

3 0 7.2 8 9 
1,033,411 

2,299 
2,273 

1,046,553 
42,357 
17,876 

166,507 393 
2,735,099 (473,699) 

157,03 1 
203,429 
40,447 

40 
11,215 
13,626 
3,225 

30,169 
25,773 

130,444 
615,399 

4,448 
273,546 

8,326 
10,438 
4 1,327 

1,589 
193,949 
48,272 

(273) 

2,468 
2,525 

1 1,690 
(13) 
389 

(2,909) 
1 1,480 
16,888 
8,985 

(5.1281 
46,375 

4,375 
(3,798) 

273 
12,426 

11,678 
(2) 

(92) 

(15,546) 
(1,521) 

3 10,700 (28.713) 
892,322 (20,920) 

164,285 
112,490 
452,3 13 

1,827 
12,615 

736 
301,603 

1,045,869 

3,269 
5,896 

I ,  102,084 
28,240 
17,875 

(28,441) 
(51,873) 
63,423 

(38) 
(1 $5 1) 

6.36 
5.686 

(12,458) 

(970) 
(3,623) 

(55,53 1) 
14,117 

1 
3,349 3,350 (11 

1,114,707 1,160,7 14 (46,007) 

15 1,224 

105,254 
68.106 

324.584 

$ 6,261,278 

140,034 11,190 
3,832 (3,832) 
2,47 1 (2,471) 

105,977 (723) 
72,587 (4.4811 

324.901 (317) 

$ 6,774,304 $ (507,026) 

The accompanying notes are an integral part of these financial statements 18 



TELECOMMUNICATION DIVISION 
Operations & Maintenance 
Distribution 
HBO Expense 
TMC Expense 
Showtime Expense 
Cinernax Expense 
Encore Expense 
StadEncore Expense 
Digital Music Expense 
Satellite Station Expense 
Pole Rental Expense 
Digital Station Expense 
Pay per View Expense 
Royalty Copyright Expense 

Total Operations & Maintenance 

Cable 10 Payroll 
Cable 10 Expense 

Total Cable 10 Expenses 

FSN Payroll 
FSN Expense 
Security Expense 

Total Cable FSN Expenses 

Engineering Expense 
Engineering Payroll 
Total Cable Enginering Expense 

Total Cable Expenses 

Customer Records and Collection Expense 
Postage and Printing 
Over and Short 
Ofice Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 

Total Office Expenses 

Frankfort Electric and Water Plant Board 
Detail Schedule of Budgeted and Actual Operating Expenses 

Electric, Water, and Telecommunication Divisions 
For The Year Ended June 30.2006 

Variable 
Favorable 

Budgeted Actual (Unfavorable) 
$ 488,500 

2 7 0,O 0 0 
456,600 
33,900 
90,400 
5 1,400 
2,900 

10 1.000 
5,600 

2,665,500 
3 1,000 

263,600 
19,200 
60,000 

4,539,600 

394,900 
140,000 
534,900 

595,200 
1,059,600 

51,100 
1,705,900 

2,500 
55,800 
58,300 

6,838,700 

284,398 
7 1,995 

31 
16,023 
14,286 
20,306 
64,980 
47,991 

173,046 
693,068 

$ 871,123 $ (383,223) 
351,035 (81,035) 
446,340 10,260 

31,390 2,510 
81,908 8,492 
5 1,024 3 16 
4,022 (1,122) 

93,525 1,475 
4,006 1,594 

2,638,930 26,570 
40,168 (9,168) 

228,456 35,144 

57,433 2,567 
30,664 ( 1 1,461) 

4,930,624 (3 9 1,024) 

165,496 (25,496) 
598,940 (64,040) 

540,062 55,138 
1,121,733 (62,133) 

50,73 1 369 
1,712,526 (6,626) 

565 1,935 
107,877 (52,077) 
108,442 (50,142) 

7,350,532 (5 1 1,832) 

266,907 
53,068 

53 
14,369 
18,151 
4,232 

39,584 
33,836 

17 1,149 
601,349 

17,491 
18,927 

(16) 
1,654 

(3,865) 
16,074 
25,396 
14,161 
1,897 

91,719 
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TELECOMMUNICATION DIVISION (continued) 
Advertising 
Administrative Expense 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Payroll 
Social Security Expense 
Legal and Consulting Fees 
Insurance 
Total Administrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 
Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Amortization of Goodwill 
Depreciation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 

Total General Expenses 

Support Services Expense 
Support Services Payroll 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair Expense 
Auto and Truck Repair Payroll 
Gas and Oil 

Total Support Services Expense 

Frankfort Electric and Water Plant Board 
Detail Schedule of Budgeted and Actual Operating Expenses 

Electric, Water, and Telecommunication Divisions 
For The Year Ended June 30,2006 

12,184 
372,491 

29,372 
14,771 
83,910 
2,068 

273,123 
63,390 

252,825 
1,104,134 

6,016 6,168 
358,966 13,525 

(358) 358 
1 1 ,056 18,316 
15,158 (387) 
64,426 19,484 
2,085 (17) 

264,750 8,373 
27,854 35,536 

272,459 ( 1  9,634) 
1,022,412 8 1,722 

192,272 197,987 
85,796 84,115 

729,965 640,095 
2,532 2,585 

15,235 17,863 
1,94 1 1,041 

(5,715) 
1,681 

89,870 
(53) 

(2,628) 
900 

434,932 426,816 8,116 
1,462,673 1,370,502 92,171 

3,175 4,290 (1,115) 
3,138 7,736 (4,598) 

2,715,434 2,727,447 (12,013) 
21,779 50,855 (29,076) 

140,400 140,400 

9,190 9,190 
4,465 4,462 3 

(4 6,7 9 9 ) 2,897,581 2,944,380 

33,228 31,602 1,626 
175,594 152,155 23,439 

2,702 (2,702) 
3,242 (3,242) 

49,847 55,211 (5,364) 
53,942 49,283 4,659 
67,160 71,583 (4,423) 

379,771 365,778 13,993 

TOTAL OPERATMG EXPENSES - TELECOMMUNICATION DIVISION 13,375,927 $ 13,654,953 - 

The accompanying notes are an integral part of these financial statements 
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Frankfort Electric and Water Plant Board 
Comparative Operating Expenses 

Electric, Water and Telecommunication Divisions 
For The Years Ended June 30,2006 and 2005 

ELECTRIC DIVISION 
Electricity Purchased 
Transmission and Distribution 
Engineering 

Total Electric Expense 

2006 
$ 32,410,802 

2005 
$ 27,216,136 

1.773.721 2.007.605 
.240;779 

34,425,302 
.269;93 1 

29,493,672 

2 13,4 12 
276,466 
54,969 

204,793 
261,334 
61,316 

I 
23 

12,476 
103,399 

8,481 
79,702 
52,485 

Meter Reading 
Customer Records and Collection 
Postage and Printing 
24/7 Customer Care Payroll 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 

Total Office Expenses 

Advertising 
Administrative Expenses 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
Legal and Consulting Fees 
Insurance 

Total Adminstrative Expenses 

55 
14,866 
69,910 
2 1,972 
41,001 
35,027 

1771278 
904,956 

166,953 
950,963 

7,993 
371,891 

(370) 
34,598 
10,501 
44,294 
2,160 

212,404 
60,227 

13,988 
387,837 

34,727 
6,519 

35,881 
2,330 

180,959 
68,887 

(453) 

333,902 292,820 
1,077,600 1,023,495 

154,629 
88,877 

424,404 
1,714 

11,836 
690 

150,265 
84,266 

466,686 
2,745 

10,059 
690 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 

Total Employee Benefits Expenses 
2 12,6 16 
927,327 

282,993 
965,143 

4,443 
8,02 1 

1,564,772 
29,9 1 1 
18,933 

3,45 I 
12,410 

1,612,937 
37,389 
18,933 

General Expenses 
Maintenance 
Depreciation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 

Total General Expenses 
17,187 

1,702,307 
17,187 

1,643,267 

Support Services 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair 
Gas and Oil 

Total Support Services 

196,058 
28,67 1 
3,080 

144,890 
80,267 

452,966 

190,303 
10,036 
3,358 

169,784 
116,278 
489,759 

TOTAL OPERATING EXPENSES - ELECTRIC DIVISION $ 34,550,730 
~ 

$ 39,506,027 

The accompanying notes are an integral part of these financial statements 
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WATER DIVISION 
Distributions and Treatment 
Engineering 
Total Water Department Expense 

Meter Reading 
Customer Records and Collection 
Postage and Printing 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 
Total Office Expenses 

Advertising 
Administrative Expenses 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
Legal and Consulting Fees 
Insurance 
Total Administrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 
Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Depreciation & Amoritation 
in-lieu of Tax City 
in-lieu of Tax County 
Cash Contributions to City 
Total General Expenses 

Support Services 
Inventory Adjustments 
Cost ofsales Clearing 
Auto and Truck Repair 
Gas and Oil 
Total Support Services 

TOTAL OPERATMG EXPENSES - WATER DIVISION 

Frankfort Electric and Water Plant Board 
Comparative Operating Expenses 

Electric, Water and Telecommunication Divisions 
For The Years Ended June 30,2006 and 2005 

2006 2005 
$ 2,568,592 S 2,315,579 

166.507 154,799 
2,735,099 2,470,378 

157,031 
203,429 
40,447 

40 
11,215 
13,626 
3,225 

30,169 
25,773 

130,444 
615,399 

150,643 
192,294 
45,117 

17 
9,180 

20,153 
6,240 

47,654 
38,619 

122,847 
632,764 

4,448 5,971 
273,546 287,052 

(273) 079) 
8,326 12,853 

10,438 6,948 
41,327 39,367 

1,589 1,714 
193,949 192,456 
48,272 33,429 

3 10,700 272,473 
892,322 852,084 

164,285 
112,490 
452,313 

1,827 
12,615 

736 
301,603 

1,045,869 

145,586 
65,053 

497,375 
2,925 

10,787 
736 

226,598 
949,060 

3,269 2,539 
5,896 9,032 

1,102,084 1,105,O I9 
28,240 35,300 
17,875 17,875 
3,350 3,350 

1,160,714 1,173,115 

140,034 144,022 
3,832 10,527 
2,471 2,221 

105,977 90,438 
72,587 50,l IO 

324,901 297,3 I8 

S 6,774,304 $ 6,3 74,719 

The accompanying notes are an integral part of these financial statements. 
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Telecommunication Division 
Operations & Maintenance 
Distribution 
HBO Expense 
TMC Expense 
Showtime Expense 
Cinemax Expense 
Encore Expense 
StanJEnwre Expense 
Digital Music Expense 
Satellite Station Expense 
Pole Rental Expense 
Digital Station Expense 
Pay per View Expense 
Royalty Copyright Expense 
Total Operations & Maintenance 

Cable 10 Payroll 
Cable 10 Expense 
Ad Insertion Payroll 
Ad Insertion Expenses 
Marketing Expenses 
Total Cable 10 Expenses 

FSN Payroll 
FSN Expense 
Expanded Cable 
Security Expense 
Total Cable FSN Expenses 

Engineering Expense 
Engineering Payroll 
Total Cable Enginering Expense 
Total Cable Expenses 

Customer Records and Collection Expense 
Postage and Printing 
Over and Short 
Office Supplies 
Bad Debts 
GIS Expenses 
CIS Expenses 
Computer Expenses 
Information Technologies Payroll 
Total Office Expenses 

Frankfort Electric and Water Plant Board 
Comparative Operating Expenses 

Electric, Water and Telecommunication Divisions 
For The Years Ended June 30,2006 and 2005 

2006 2005 
$ 871,723 

351,035 
446,340 
31,390 
8 1,908 
5 1,024 
4,022 

93,525 
4,006 

2,638,930 
40,168 

228,456 
30,664 
57,433 

4,930,624 

433,444 
165,496 

598,940 

540,062 
1,121,733 

50,731 
1,7 12,526 

565 
107,877 
108,442 

7,350,532 

266,907 
53,068 

53 
14,369 
18,151 
4,232 

39,584 
33,836 

171,149 
601,349 

841,332 
430,65 1 
467,954 

34,145 
92,005 
54,353 
4,198 

101,987 
4,293 

2,391,907 
26,3 17 

201,63 1 
3 1,659 
54,441 

4,736,873 

$ 

179,594 
51,139 

205,447 
52,046 
52,706 

540,932 

444,73 1 
1,016,308 

1,770 
38,451 

1,501,260 

1,413 
114,063 
115,476 

6,894,541 

252,298 
59,196 

22 
12,044 
26,846 

8,188 
62,524 
51,071 

161,181 
633,370 
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Telecommunication Division (continued) 
Advertising 
Administrative Expense 
Clearing Account 
Dues & Subscriptions 
Safety 
Travel and Training 
Board Expenses 
Social Security Expense 
L,egal and Consulting Fees 
Insurance 
Total Administrative Expenses 

Vacation Benefits 
Sick Benefits 
Employees Welfare 
Clubhouse Expense 
Employee Activity 
Employee Assistance 
Pension Expense 
Total Employee Benefits Expenses 

General Expenses 
Maintenance 
Amortization of Goodwill 
Depreciation 
In-lieu of Tax City 
In-lieu of Tax County 
Cash Contributions to City 
Total General Expenses 

Support Services Expense 
Support Services Payroll 
Inventory Adjustments 
Cost of Sales Clearing 
Auto and Truck Repair Expense 
Auto and Truck Repair Payroll 
Gas and Oil 
Total Support Services Expense 

Frankfort Electric and Water Plant Board 
Comparative Operating Expenses 

Electric, Water and Telecommunication Divisions 
For The Years Ended June 30,2006 and 2005 

2006 2005 
6,016 

358,966 
(358) 

1 1,056 
15,158 
64,426 
2,085 

264,750 
27,854 

272,459 
1,022,4 12 

197,987 
84,115 

640,095 
2,585 

17,863 
1,04 1 

426.816 
1,370,502 

4,290 
7,736 

140,400 
2,727,447 

50,855 
9,190 
4,462 

__ 2,944,380 

3 1,602 
152,155 

2,702 
3,242 

49,283 
71,583 

365,778 

55,211 

10,035 
374,427 

10,036 
14,119 
68,353 
2,249 

273,432 
68,885 

23 8,93 7 
1,060,239 

(234) 

176,290 

703,865 
4,140 

15,172 
1,041 

320,672 
1,295,159 

73,979 

3,857 
12,047 

140,400 
2,587,002 

36,3 17 

4,462 
2,793,275 

9,190 

28,25 1 
160,701 

8,493 
2,914 

43,912 
45,260 
49,4 19 

338,950 

TOTAL OPERATING EXPENSES - TELECOMMUNICATION DIVISION $ 13,654,953 $ 13,O 15,534 

The accompanying notes are an integral part of these financial statements. 
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Frankfort Electric and Water Plant Board 
Schedule of Bond Principal and Interest Maturities 

June 30,2006 

Fiscal Year Ended June 30,2007 
Fiscal Year Ended June 30,2008 
Fiscal Year Ended June 30,2009 
Fiscal Year Ended June 30,201 0 
Fiscal Year Ended June 30,201 1 
Fiscal Year Ended June 30,2012 

Total 

Fiscal Year Ended June 30,2007 
Fiscal Year Ended June 30,2008 
Fiscal Year Ended June 30,2009 
Fiscal Year Ended June 30,2010 
Fiscal Year Ended June 30,201 1 
Fiscal Year Ended June 30,2012 
Fiscal Year Ended June 30,2013 
Fiscal Year Ended June 30,20 I4 
Fiscal Year Ended June 30,20 15 
Fiscal Year Ended June 30,2016 
Fiscal Year Ended June 30,20 17 
Fiscal Year Ended June 30,201 8 
Fiscal Year Ended June 30,2019 
Fiscal Year Ended .June 30,2020 

Total 

Fiscal Year Ended June 30,2007 
Fiscal Year Ended June 30,2008 
Fiscal Year Ended June 30,2009 
Fiscal Year Ended June 30,20 I O  
Fiscal Year Ended June 30,201 1 
Fiscal Year ended June 30,2012 
Fiscal Year ended June 30,2013 
Fiscal Year ended June 30,2014 
Fiscal Year ended June 30,20 15 
Fiscal Year Ended June 30,2016 

Total 

CONSOLIDATED NOTE 
Principal 
Maturities 

$ 215,996 
223,022 
236,778 
251,382 
266,887 
139,575 

$ 1,333,640 

1999 BOND ISSUE 
Principal 

Maturities 
$ 520,000 

550,000 
580,000 
61 0,000 
640,000 
675,000 
715,000 
755,000 
795,000 
840,000 
885,000 
935,000 
990,000 

1,045,000 

$ 10,535,000 

FULL SERVICE NETWORK NOTES 
Principal 

$ 750,000 
1,500,000 
2,500,060 
3,225,000 
3,350,000 
3,525,000 
3,625,000 
3,725,000 
3,800,000 
3,06 1,052 

$ 29,061,052 

WATER BOND ANTICIPATION NOTE 
Principal 

Fisc1 Year ended June 30,2007 $ 1,850,000 

Inter est 

$ 73,948 
60,992 
47,236 
32,632 
17,127 
2,454 

$ 234,389 

Interest 
$ 555,098 

527,473 
497,948 
466,710 
433,898 
399,379 
362,713 
323,380 
28 1,133 
236,170 
188,733 
138,683 
85,745 
29,255 

$ 4,526,3 18 

Interest 

$ 1,012,593 
976,500 
910,875 
814,187 
700,000 
580,125 
455,437 
327,250 
195,562 
70,279 

$ 6,042,808 

Total 

$ 289,944 
284,014 
284,014 
284,014 
284,014 
142,029 

$ 1,568,029 

Total 
1,075,098 
1,077,473 
1,077,948 
1,076,710 
1,073,898 
1,074,379 
1,077,713 
1,078,380 
1,076,133 
1,076,170 
1,073,733 
1,073,683 
1,075,745 
1,074,255 

$ 15,061,318 

$ 

Total 
$ 1,762,593 

2,476,500 
3,410,875 
4,039,187 
4,050,000 
4,105,125 
4,080,437 
4,052,250 
3,995,562 
3,13 1,331 

$ 35,103,860 

The accompanying notes are an integral part of these financial statements. 
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Chairman 
Members of the Electric & Water Plant Board 
Frankfort, Kentucky 

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 

We have audited the financial statements of Electric & Water Plant Board, as of and for the year ended June 30, 
2006, and have issued our report thereon dated Se tember 28, 2006. We conducted our audit in accordance with 
auditing standards generally accepted in the Unitei States of America, the Standards a plicable to financial audits 
contained in Government Auditing Standards issued by the Comptroller General of the Ifnited States. 

1 
In planning and performing our audit, we considered the Electric & Water Plant Board's internal control over 
financial reporting in order to determine our auditin procedure for the purpose of expressing our opinion on the 
financial statements and not to provide assurance on &e internal control over financial reporting. Our consideration 
of the internal control over financial reporting would not necessarily disclose all matters In the internal control over 
financial reporting that might be matenal weaknesses. A material weakness is a reportable condition in which the 
design or operation of one or more of the internal control components does not reduce to a relatively low level the 
risk that misstatements caused by error or fraud in amounts that would be material in relation to the financial 
statements being audited may occur and not be detected within a time1 period by employees in the normal course of 
performing their assigned functions. We noted no matters involving t le  internal control over financial reporting and 
Its operation that we consider to be material weaknesses. 

Comdiance and Other Matters 

As part of obtaining reasonable assurance about whether Electric & Water Plant Board's financial statements are 
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, 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 rovisions was not an objective of our 
audit and, accordingly, we do not express such an opinion. The results OF our tests disclosed no instances of 
noncompliance that are required to be reported under Government Auditing Standards. 

This report is intended solely for the information and use of management and is not intended to be, and should not 
be, used by anyone other than the specified party. 

September 28,2006 

HTTP://WWIB.CCOM


Frankfort Electric and Water Plant Board 
Response to PSC Order Dated: 10-20-2006 

Case No. 2006-00444 

ITEM 3: The 12 month test period and why it was chosen 

Response: 3(a): Calendar year 2005 

3(b): The test period chosen was the most recent calendar 

year because data from the most recent fiscal year 

was judged to be too old to be of practical use. The 

actual expenses for January to December of 2005 

were used to develop the revenue requirements with 

adjustments to those expenses based on known and 

knowable changes derived from FEW PB’s approved 

budget for 2006. 



Frankfort Electric and Water Plant Board 
Response to PSC Order Dated: 10-20-2006 

Case No. 2006-00444 

ITEM 4: General Ledgers 

Response: Ex. 1 - GL for FY 2005-2006 

Ex. 2 - GL for test period (2005) 

Check registers and spreadsheets are not attached 

because they contain the same data as the general 

ledger. 
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