BERRY, FLOYD & BAXTER, P.S.C.

ATTORNEYS AND COUNSELORS AT LAW REC £l VED
117 WEST MAIN STREET

LAGRANGE, KENTUCKY 40031 FEB 26 2016
~(502)225-0050 PUBLIC SERVIC
FACSIMILE: (502) 225-0550 COMMISSIONE

E-MAIL: baxterlaw@icloud.com

ESTABLISHED IN 1927
D. Berry Baxter John M. Berry (1900-1991)

Of Counsel:  John M. Berry, Jr.

February 26, 2016

Ms. Linda Faulkner

Filings Division Director
Public Service Commissioner
211 Sower Blvd

Frankfort, KY 40602

RE: Henry County Water District #2
Case No. 2016-0080-Filing Deficiencies

Dear Ms. Faulkner:

In order to expedite the above captioned matter, | have been asked to respond to
your letter dated February 24, 2016. We are scheduled to confer with PSC staff
telephonically next Friday bu are hoping to avoid that call and obtain permission to move
forward based upon the responses to the information request contained below.

The proposed projectis fora 1 MG composite storage tank. The project will replace
a 49 year old 200K gallon elevated steel storage tank that is too small and in need of major
repairs.

The proposed project has secured funding in the amount of 2.8 million dollars
through the state revolving fund (SRF) loan program that is administrated by the Kentucky
Infrastructure Authority (KIA) and the Division of Water (DOW). The proposed project has
received approval from KIA and DOW after a thorough review process which included
environmental, technical and financial requirements.

The information listed below addresses the deficiencies and where applicable the
information requested is provided:

1. Attached is a copy of the purchase contract and recorded deed in regard to the
proposed tank site property.

2. Not applicable to this project



3. Not applicable to this project
4. Not applicable to this project
5. Not applicable to this project
6. Not applicable to this project

7. Enclosed is the Districts audit report from 2014. Our accountants are preparing the
2015 audit as we speak along with the yearly Public Service Commission report.

I hope that this information allows the PSC to address the claimed deficiencies in
a timely manner. | have also enclosed letters from the Kentucky Infrastructure Authority
that outline the time deadlines we are under with regard to project approval. Thank you
for your attention to this matter.

Very truly yours,

DBB:dbb

Enc.
C:\Users\Berry\My Dropbox\HCWD #2\Faulkner Itr 02261 6.wpd



BERRY, FLOYD & BAXTER, P.S.C. CQ
ATTORNEYS AND COUNSELORS AT LAW REC IVED

117 WEST MAIN STREET
LAGRANGE, KENTUCKY 40031 FEB 26 2015
(502) 225-0050
FACSIMILE: (502) 225-0550 PUBLIC SERVICE
E-MAIL: baxterlaw@me.com COMMISSION
D. Berry Baxter John M. Berry (1900-1991)
Courtney T. Baxter Of Counsel:  John M. Berry, Jr.

November 25, 2015

Mr. Jimmy Simpson
Henry County Water District #2
P.O. Box 219
Campbellsburg, KY 40011
RE: Burrows/US42 Tank acquisition
Dear Jimmy:

Enclosed is a copy of the Contract and letter sent to you dated May 21, 2015.

Very truly yours,

DBB:jt
Enc.
CA\Documents and Setlings\Midge Cox\My Documents\MISC DOC\HCWD\SimpsonLetter.wpd



’ BERRY, FLOYD & BAXTER, P.S.C.
ATTORNEYS AND COUNSELORS ATLAW
117 WEST MAIN STREET
LAGRANGE, KENTUCKY 40031
(502) 225-0050
FACSIMILE: (502) 225-0550

E-MAIL: bzixterlaw@icloud‘.fcom

D. Berry Baxter i John M. Berry (1900-1991)

Of Counsel:  John M.i—Bé;ry. Jr.

May 21,2015 -

Mr. James T. Simpson

Chief Operating Officer

Henry County Water District #2
P.O.Box 219
Campbelisburg, KY 40011 ;

RE: Burrows/US 42 Tank acquisition .

Dear Jimmy:

Enclosed you will find a copy of the fully executed Contract to Purc::ﬁasé’}'\{éé‘_léé'_étaté
with regard to the above captioned matter for your re¢ords. 1 have retained.the original.

Further, the deed conveying the site, permanent easements and temporary easemeritshas : -

been recorded and | will return the original to you'when | receive same. _
Very truly yours, _
BERRY, FLOYD & BAXTER, P.S.C. |

‘D. BERRY BAXTER

DBB:dbb

Enc.
C:\Users\BerryWly DropboxtHCWD #2\Simpson Burrows COntract Itr.wpd
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THIS CONTRACT FOR THE SALE AND PURCHASE OF REAL ESTATE made and
entered into this _ 1~ day of May, 2015, by and between DENNIS J. BURROWS and
LINDA BURROWS, 1071 Rockbridge Road, Lexington, Kentucky 40515, Parties of the
First Part, and HENRY COUNTY WATER DISTRICT NO. TWO, P.O. Box 219,
Campbellsburg, Kentucky 40011, Party of the Second Part.

DEFINITIONS: |

A. The Parlies. of the First Part shall be kniown hereinafter as “Sellers.”

B. The Party of the Second Part shall be known hereinafter as “Buyer.”

WITNESSETH: that for and in consideraticn of their mutual promises, the monies
to be paid and covenants to be performed, all as hereinafter set out and set out in the
Proposed Deed attached hereto as Exhibit "A," thelSellers agree to sell, and Buyer agrees
to purchase the certainreal property located in Trimble County, Kentucky more particularly
described in the Proposed Deed. |

IT IS FURTHER UNDERSTOOD AND AGREED as follows:

1. The purchase price in the Proposed Deed is in the total sum of Ten Thousand
Dollars ($10,000.00) is payment in full for all amounts due the Seller under this or any
other prior contract. The Buyer has the statutory authority. to condemn the aforesaid
property which is acknowledged by the Sellers.i The Partiés further agree that this
transaction is voluntarily entered into to avoid condjemnation and in lieu thereof,

2. This matter shall be closed on or before May 15, 2015. At the time of closing,

Sellers shall deliver to the Buyer a deed identical td the Proposed Deed.

3. Prior to commencement of construction, |Buyer shall erect at its sole expense



temp;orary fencing around the north and west side of the "Burrows Cemetery” to protect
same from encroachment during the period of construction. Should it be necessary to
erect additional fencing on the south side of said cemetery, Buyer shall cause said fencing
to be erected again at its sole expense. Same shall be promptly removed upon completion
of construction. Buyer shall provide Sellers notice of the corﬁmencement of construction
in writing at Seller's address listed above, but failure to do so shall not be considered
material to or a breach of this Contract.

4. The Buyer shall make reasonable efforts to preserve any trees located within the
temporary easements, but it is understood that removal of any and all of such trees is
necessarily contemplated as part of the construction.,

S. Buyer acknowledges that it has the right and opportunity to inspect the above-
described property or to have the same inspécted by others and that it is familiar with the
property, is satisfied with its condition and accepts the same “As Is,” having relied upon no
representations or warranties by Sellers in the decision to purchase and waives any
warranties, whether expressed or implied,_ as to the condition of the property or any'
improvements situated thereon,

6. Itis agreed that upon completion of the construction of the new water tank on the
Proposed Site and removal of the tank on the Existing Site that the Existing Site shafl be
transferred by the Buyer to the Sellers for One Dollar ($1 .00) less a twenty (20) foot wide
strip located in an area south of and adjacent to the boundary with said northern boundary
of said strip being along the existing northern fence line. Said strip shall be retained by the
Buyer for potential future access to the Proposed Site from the Stauffer Farms Subdivision.

Should the Buyer obtain such access in the future, the Buyer shall release the existing



access easement described in the Proposed Deed in its entirety. Should the Buyer fail to
obtain the future access within a reasonable’ time period, it shall reléase the above
described strip and convey same to the Seller for nominél consideration of $1.00. Upon
completion of construction, the Buyer shall release a portion of the Existing Easement
located between the existing western boundary of the Burrows Cemetery, the southern
boundary of the Existing Site and the eastern boundary of the Proposed Site. Said area
contains a portion of the Existing Access Easement and a waterline that services the
Existing Tank. Tha Buyer shall have no obligation to remdve said line, but shall certify to
the Seller that same has been removed from service. The parties shall cooperate to insure
that the existing easement shall extend to the Proposed Site on the South line. In addition,
the Buyer shall cause existing water tower including the concrete piers or footers on the
Existing Site to be removed. The concrete piers or footers shall be removed to a minimum
depth of eighteen (18) inches below ground level aﬁd said locations shall be reclaimed with
soil to ground level. Except as noted, thfs Site is returned to the Sellers in an “As Is”
condition -and the Buyer makes no representations as to the condition of said property,
either geologically or environmentally.

7. Except as set out herein, each of the parties hereto shall assume and pay all of
the costs associated with this closing which ére normally assumed by Buyers and Sellers.

8. All conditions or covenants in this Agreement not specifically referred to in the
deed shall survive the closing. |

9. This Contract shall be binding upon the parties hereto, their heirs, administrators,

executors and assigns.

WITNESS the hands of the parties thereto on the date first above written.



INDIVIDUAL ACKNOWLEDGME
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State/Commonwsakth of#@%

County of E\u»&t;ﬂ:c,
On this the __\ Zz day of %-Vy , _201g” , before me,
D

Mda Year.

ay
YA Xa \-\m\ Iz 2 » the undersigned Notary Public,
‘ Mame of Notkdy Public _
personally appeared T earie \th o X onAd Linda ?gomﬁc-, ,
. - Name(s) of Signer(s)

[ personally known to me — OR -

roved to me on the basis of satiéfactory
evidence

to be the person(s) whose name(s} is/are subscribed
to the within instrument, and acknowledged to
me that he/she/they executed the same for the
purposes therein stated.

WITNESS my hand and official seal.

g Signa%re % Notary Public g -

By, %\_Z\ \\o

I 3

ERIKA HENSINGER
Notary Puble
State ai Largs

:  Kenmsky
My COmmlul,qn.Emrlgn_.ﬁug-_aj ;2016

e

. Any Other Required Information
Place Notary Seal/Stamp Above (Printed Name of Notary, Expiration Date, etc.)

OPTIONAL

This section is required for notarizations performed in Arizona but is optional in other stafes, Completing this

,w-'4.inforr7i_ation can deter a'teration of the document or fraudilent reattachment of this form to an unintended document,

-Description of Attachad Dochmgnt

Title or Type of Document: _(* wettCO Qar Yo Saliana Q.Lm bpeeal E=hle.

Document Date: 'DSLQD (< Number of Pages: L}; (‘)&)S.
Signer(s) Other Than Namad Above; :

-© 2013 Nattonal Notary Association www.NationalNotary.org » 1-800-Us NOTARY {1-800-876-6827) Item #25936



.I.Darties of the First Part:

'_Linda Burrows
Party of the Second Part:

X CHéE OF: dtem,
Aythorized Representative of
Henry County Water District #2

C:\Users\Berry\My Drophox\HCWD #2\HCWD Burrows Contract revised 05061 5.wpd
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MAY 21 d-44em TRIMBLE COUNTY
@@‘F ﬁ TRIMBLE CO. CLERK
THIS DEED made and entered into this 7t day of _ May , 2015, by and

between DENNIS /J. BURROWS and LINDA BURROWS, husband and wife, 1071

second part,

Transfer year taxes addressed in care of: Henry County Water District No. 2, P.O.
Box 219, Campbelisburg, KY 40011.

WITNESSETH: for and in consideration of the sum of Ten Thousand Dollars
($10,000.00), cash in hand paid, the receipt of all of which is hereby acknowledged, the
parties of the first part have bargained and sold and by these presents sell, transfer and
convey unto the party of the second part, all of the first parties’ right, title arﬂE@IW ED
and to the following described property: FEB 26 2016

BEING a certain parcel of land located on the north side of U.S. HighwalgUrLIC SERVICE
in Trimble County, Kentucky, as shown as Tract A on the plat being recordé@MMISSION
herewith, and being more particularly described as follows:

BEGINNING for reference only at a point in north right of way of U.S.
Highway 42, said point being the southeast corner of the remaining land of
the Parties of the First Part and being South 01 degrees 39 minutes 12
seconds West 15.82 feet from an iron rod at the southwest corner of Stauffer
Subdivision as shown on the plat recorded in Plat Cabinet “A,” Slide 77, in
the Trimble County Clerk's Office; thence leaving said right of way, North 01
degrees 39 minutes 12 seconds East, passing said iron rod at 15.82 feet, in
all 242.52 feet to the southeast corner of the existing water tower site as
described in deed recorded in Deed Book 45, Page 453, in the aforesaid
Clerk's Office, and being the northeast corner of a private cemetery; thence
with the line of the tower site and the cemetery, North 87 degrees 17 minutes
36 seconds West 100.00 feet to a point in the east line of the proposed tower
site; and South 05 degrees 33 minutes 24 seconds West 65.95 feet to an
iron pipe atthe TRUE POINT OF BEGINNING; thence with new division lines
with the Parties of the First Part the following courses and distances:

North 87 degrees 17 minutes 36 seconds West 150.00 feet to an iron pipe;
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North 05 degrees 33 minutes 24 seconds East 150.00 feet to an iron pipe;
and South 87 degrees 17 minutes 36 East 150.00 feet to an iron pipe in the
west line of the aforesaid existing tower site; thence with said tower site,
South 05 degrees 33 minutes 24 seconds West 150.00 feet to the true point
of beginning, containing 0.516 acre per survey dated December 19, 2014,
revised April 28, 2015, by C. Robert Vinsand, Professional Land Surveyor,
and being subject to all roadways, easements and restrictions of record.

The parties of the first part also transfer and convey unto the party of the second
part, its successors and assigns forever, a perpetual ingress and egress easement across
the following land owned by the parties of the first part in Trimble County, Kentucky, to-wit:

Permanent Ingress Egress Easement: | '

BEING a twenty-foot (20") access easement as shown on the plat being recorded
herewith, the centerline of which is described as follows:

BEGINNING at a point in the north right of way of U.S. Highway 42, said point being
South 84 degrees 53 minutes 13 seconds West 10.07 feet from the southeast
corner of the remaining land of the Parties of the First Part; thence leaving said right
of way for the following courses and distance:

North 01 degrees 39 minutes 12 seconds East 125.00 feet;

North 42 degrees 00 minutes 00 seconds West 34.00 feet;

North 76 degrees 24 minutes 13 seconds West 100.00 feet; and
North 87 degrees 17 minutes 36 seconds West 75.00 feet.

The party of the second part will maintain such easement in a state of good repair
and efficiency so that no unreasonable damages will result from their use to the premises
of the parties of the first part.

The parties of the first part also transfer and convey unto the party of the second
part, its successors and assigns forever, a perpetual easement with the right to erect,
construct, install and lay and thereafter use, operate, inspect, repair, maintain, replace and

remove water lines, valves, fittings, and accessories over and across the following land
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owned by Grantor(s) in Trimble County, state of Kentucky:

Retained Existing Line Permanent Easement:

Beginning. at a group of three water valves, said vaives located
approximately 780" easterly of Estelle Drive and 55' northerly of the
centerline of US 42; thence running northeasterly with, and 6' on each side
of, an existing 12" asbestos cement waterline approximately 180" to the
southerly extent of the 20" wide access and waterline easement of record as
“Proposed Line” in Deed Book 134, page 312, in the Office of the Trimble
County Clerk. The consideration recited hereby shall constitute payment in
full for all damages sustained by Grantor(s) by reason of the installation of
the waterlines referred to herein and the Grantee will maintain such
easement in a state of good repair and efficiency so that no unreasonable
damages will result from its use to Grantor(s) premises. The easement of
record in Deed Book 134, page 312, contemplated the easement described
herein reverting to grantor. The parties enter into this easement for the
specific purpose of allowing grantee to retain a portion of the prior easement.

The parties of the first part further grant a temporary easement to the party of the
second part, its agents, employees, contractors, sub-contractors and assigns, together with
all necessary equipment, to enter on and have access across the real property owned by
grantor more particularly described hereinafter for the purpose of accessing real property
being acquired by the party of the second part from the parties of the first part hereinabove
described, Such temporary easement shall continue for a period of three years from the
date of this deed. The temporary easements are more particularly described as follows
and is depicted on the plat attached hereto which is Exhibit “A™:

BEING a twenty-foot (20"} access easement as shown on the piat being
recorded herewith, the centerline of which is described as follows:

BEGINNING at a point in the north right of way of U.S. Highway 42, said
point being South 84 degrees 53 minutes 13 seconds West 350.00 feet from
the southeast corner of the remaining land of the Parties of the First Part;
thence leaving said right of way for the following courses and distance:
North 28 degrees 00 minutes 00 seconds East 30.00 feet;
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North 43 degrees 00 minutes 00 seconds East 40.00 feet;

North 58 degrees 00 minutes 00 seconds East 155.00 feet; and :
North 63 degrees 00 minutes 00 seconds East 119.23 feet to a point of
intersection with the centerline of Access Easement No. 1.

AND:

BEING a twenty-five foot (25’) temporary construction easement bordering
three sides of the proposed new water tower site, and being more particularly
described as follow:

BEGINNING at a point in the east line of the proposed new water tower site,
said point being North 05 degrees 33 minutes 24 seconds East 65.95 feet
from an iron pipe at the southeast corner of the new tower site and being the
northwest corner of the existing tower site; thence with the existing tower
site, South 87 degrees 17 minutes 36 seconds East 25.03; thence with the
lines of the construction easement for the following courses and distances:
South 05 degrees 33 minutes 24 seconds West 71,98 feet; North 87 degrees
17 minutes 36 seconds West 200.06 feet; North 05 degrees 33 minutes 24
seconds East 176.28 feet; and South 84 degrees 26 minutes 36 seconds
East 25.00 feet to an iron pipe at the northeast corner of the new tower site;
thence with the new tower site for the following courses and distances: South
05 degrees 33 minutes 24 seconds West 150.00 feet to an iron pipe; South
87 degrees 17 minutes 36 seconds East 150.00 feet to an iron pipe; and
North 05 degrees 33 minutes 24 seconds East 65.95 feet to the beginning.

All of the above described property is a part of the same property conveyed
to Ollie J. Burrows and Rosa P. Burrows by deed dated April 24, 1954, and
recorded in Deed Book 39, page 233; deed dated March 3, 1964, and
recorded in Deed Book 43, page 409; deed dated April 20, 1964, recorded
in Deed Book 43, page 411, deed dated April 20, 1964, of record in Deed
Book 43, page 413; Affidavits of Descent recorded in Deed Book 43, page
286 and Deed Book 43, page 287. Rosa P. Burrows died December 17,
1977 vesting title in properties to Ollie J. Burrows by survivorship. Ollie J.
Burrows died August 16, 1984, intestate and said properties descended to
Dennis J. Burrows, see Affidavit of Descent recorded in Deed Book 61, page
757, with all records being of record in the Office of the Trimble County
Clerk.
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Said property is subject to all easements and restrictions of public record and applicable

zoning regulations.

IT 1S UNDERSTOOD AND AGREED that the taxes which shall become due and
payable on the above described property during the year 2015 shall be assumed and paid
by the parties of the first part and thereafter paid by the party of the second part.

IT IS FURTHER UNDERSTOOD AND AGREED that the provisions of the

Contract dated the _1 day of N\“-)\ , 2015, are reaffirmed and not merged
into this deed and said provisions are personal between the parties and do not in
any manner affect the validity of this conveyance or the title to the above described
property.

TO HAVE AND TO HOLD the same together with all of the appurtenances and
privileges thereunto belonging unto the party of the second part, its successors and
assigns, forever with a covenant of GENERAL WARRANTY.

The parties hereto state that the consideration reflected in this deed is the full
consideration paid for the property. The parties acknowledge that the grantee has the iegal
authority and right to condemn this property which is acknowledged by the grantors. This
sale is done to avoid said procedure by agreement. The grantee joins this deed for the sole

purpose of certifying the consideration pursuant to KRS 382.135,

IN TESTIMONY WHEREOF, withess the signatureg of the parties hereto on the

date first above written.
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)ANDA BURROWS

GRANTEE:

HENRY GOUNTY IVWER DISTRICT NO. TWO
BY: j’?ﬂ% \TL K pfem——"
<3

M |

e CHGE Diaaiig 0E g,

STATE OF KENTUCKY)
SCT.

COUNTY OF ﬁ-g ede. )

The foregoing Deed and Consideration Certificate were acknowledged, subscribed
and sworn to before me this_ { ¢ day of _m@_,’_ 2015, by Dennis J. Burrows and
Linda Burrows, grantors.

My commission expires __ @ l‘%l e

;6 i ARY P%%%% KY. STA ?S AT LARGE

ERIKA HENSINGER
Notary Publie
State at Large

Kentucky
My Coml:nissim Exoires Aug 31, 2018

STATE OF KENTUCKY)
SCT.
COUNTY OF __OLDHAM )

The foregoing Consideration Certificate was acknowledged, subscribed and sworn
to beforl@ me this 7th day of May . 2015, by James Simpson, Ch:i.eﬁ Operating
Office , Henry County Water District No. Two, grantee. '

9/19/2018

LT oo

NOTARY PUBLIC, (KY. STATE AT LARGE

My commission expires




D139 p; 435
TRIMBLE counTy

THIS INSTRUMENT WAS PREPARED BY:

BERRY, FLOYD & BAXTER, P.S.C.
ATTORNEYS AT LAW
117 WEST MAIN STREET

C:\Documents and Settings\SMK\My Documents\My Dropbox\HCWD #2\HCWD Burrows Deed [l revised 050615.wpd
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- Jeffery C. Woods, CPA

RAISOR, ZAPP & WOODS,PSC -, - =
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© . i ' INDEPENDENT AUDITOR'S REPORT. = & . . =" 7 iy
\ D ) S BENEL . R LR i R s
: - Lt e et NI . i . ul H
To the Commissioners ofthe? '+ - R TR ]f RIS, ““‘}[ S
Henry County Water District#2, . . " .~ - .7 ' L ; AT SR
Campbellsburg, Kentucky 40011 “. -~ . " 7" o0 - LT o R L LR ‘
co Co . o L S
Report.on the Financial Statements - DRTERE PR B '; A

We have.audited the accompanymg fmancral statements of Henry County Wate' Dlstnct #Zras of ar d for the
years, .ended.December 31;.2014 and 2013, and the: related notes to the flnancra!‘statements whlch collectlvely. ¥
comprlse the Henry County Water Drstrrct #Z’s basm flnancral statements as l:sted~ n the tab[e of: contents. Ll
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Managements Respons.-brhty forthe Fmancral Statements ' R U T S
st '< : A - : v

Management is responsible for the. preparatron and falr presentatlon of these fnancral statements |n accordance

with accountrng ‘principles, generally accepted .in' the United ‘States’ of, Amenca,‘ this includes the .design, |

|mplementatron, and maintenance of internal control’ ‘relevant to the preparation and fair. presentatron of financial o

] (.

statements that are free from mater:al mrsstatement whether due to fraud or error, L N R R "‘”i Co. Lk
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Aud.-tors Responstbrhty fae
Our responsrbllrty is to express an Opinion on these financial statements based on our audrt We conducted our. ':
audit, in-accordance with audrtmg standards generally accepted in the Umted States- of America and "the -

standards: dpplicable to flnanclal audlts contajned in Government Auditing Standa(ds, issued’ by; ithe Comptroller

assurance. about whether the fmanmal statements are free from materral mlsstatement B

“ - r

: “ , .
An aud:t mvolves performlng procedures to obtam audlt ev:denCe about the amounts and dlsclosures rn the

: frnancral statements. The procedures’ selected depend on the auditor’ 5 judgment 'rncludlng the assessment of

the risks of material misstatement of the financial statements, whether due to: fraud or.error. -In makmg those risk &,
assessments, the auditor: consrders ‘Internal,.control relevant’ to the: entrty 's preparatlon and -fair presentatron of !

the financial statements in order to desrgn audit procedures that are appropnate in, the c:rcumstances but-not for 5 .

v Ca e EI 1Y e
: ' ! L‘ r‘ . "

s

-General of the United States.” Those standards. requrre that we plan and perform.the audit to obtam reasonable o

v

FI

the purpose of expressing -an opinion on the effectiveness’ of .the entity’s mternal control. - Accordlngly, we

express no. such opinion. An audit also mcludes evaluatlng the approprrateness of accountmg policiesiused and .
the reasonableness of significant accountmg estlmates made by management as,well as evaluatmg the. overaI[
presentatlon of the flnancial statements Lk LB T ; B

. ', . .- o . . ([N, 2y ll.'_‘(’
; . ; . v A !\ ;

We beheve,that the audit evrdence we have obtalned |s sufﬂcrent and approprlate to prowde a basls for our audrt

Opinion o T T T TR |

e 1 ~ r
e

opinion. - o _ : . , .

- -' o . -

In our optnlon, the financial statements referred fo.above. present farrly, in.all. materlal respects ther fmancral e

position of the Henry County Water District #2 as of'December 31, 2014 and;2013;i and the respective changes in
financial position and cash flows thereof for the years then ended |n accordance ‘with account:ng prmclples :
generally: accepted in the Unrted States of America.. © L e T R TR S
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Commissioners of the . T - v . _ Lo

Henry CountyWater D|str|ct#2 Coe P, ST e e
Page TWO . "‘.‘;n,-a ; v ‘ " '-,,j_ R .; - ’ ;' . =- . ) S ’ ' : :-", | . ST .——_
Other Matters R D A : e R
o . ! R P ! : - . 1o - . B [ ' - Ve
i, - -t o . P ".| . f v i - . . \
g i' ‘ . " ' h '
Requrred Supplementary lnformatron ' R A RN !

Management has omitted the management’s dlscuss:on and analys:s ‘that- ;accountlng prmcuples generally',',‘ “
accepted in the United States of -‘America’ requu'e to. be presented to supplement the hasic finangial statements.: .-
Such:missing information, although not a. part ofithe basic flnanclal statements, is requtred by. the Governmental
Accounting Standards. Board ‘who considers’it to be an essentlal part-of-financial ‘reportmg for placlng the. baSlC
financial 'statements inan. \approprlate operatlonal economlc, or hlstoncal context Our oplmon on, the basm
frnanmal statements is not affected by this mlssmg mformat:on e '

Otherlnformatron oy t o B N ':r._‘ ST

H ;\ N a & - ! v . P
Our audlt was conducted. for the purpose of. formmg oplnlons on the (flnanclal statements that tcollectlvely -

comprisé. the' Henry County Water ‘District #2's ba financial statements The' schedule of expendrtures of,. !
: federal awards is presented fon.purposesr ‘of addltlonal analysrs as : reqmred by Ui 'Office of Management and;

" Budget Clrcular A-133, Audits-of States, Local Governments,‘and"Non-Prof' t Orgamzatrons, and is not atrequlred_ N

partofthebasrcf‘nanmalstatements. Lot S Che IR et

1

Ty . : . B g,

. The schedule of expendltures of federal awards-is the responsrblhty of management and was derlvedr from and
" relates .dlrectly to the underlying accountmg and other records used to prepare: ithe basic’ fmanclal 'tatements,
Such information has beén ‘subjected to the'auditing procedures applied in’ the audit of the. ibaslc'
statements‘and certain. additional \procedures, including comparing and recoriciling such :
the underlylng accounting:‘and other: recordsUused to prepare-the basic’ ifmanCIalastatemept
financial statements. themselves and .other’ addltronal procetlures in -accordancewith’
generally accepted in the Wnited States of America. - .In our oplmon, ‘the schedule of. expendltures -of. federal‘
awards is fairly stated in all nmaterlal respects in relat:on to'the baslc fmanclal statements as a whole g .

Ea t

' ' A i . - L -5

Other: Reportmg Required: bv GovemmentAudrtmg Standards i S TS P !T S RN T

iy N KA

In accordance with Governmierit Audrtmg Standards, we have also |ssued our report dated March 9 2015 on our -

- consideration-of the’Henry Counity Water’ District/#2's. mternal .control over financidl reportmg andron ourtests-of - ,t

its. comphance with certam Jprev:su‘.:nslot’alaws, regulatrons,‘coritracts. wand.grant agreements and othenmatters. i
The purpose of. that report fis to:describe: the 'scope, of our testing.\of interpal: controlrover fmanclal reportlng!and !
complianceiand ‘the’ results vof that testlng,l ‘and 'not to provide.an oplmon on‘internal. control over; financial

" reporting or,on compliance That feport'is:an mtegral part ‘of an dudit performed in accordance with- Government

Auditing Standards |n consrderlng Henry County Water District #Zfsunternal control OVer fmanc1al reportmg and

compllancef S nmEes e b e e Lgt DT B

RAISOR lZAPP &wooos,.Psc N PP T 2 ,
" L a e AT - M 1 J .
Certified Public Accountants .. Ter WL et S ‘
Carrollton, Kentucky L R R e R -
March 9 2015 . 1. . S ,
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HENRY COUNTY WATER DISTRICT #2
STATEMENT OF NET POSITION |
December 31, 2014 and 2013 |, .

ASSETS
Current Assets: oo C
Cash, Including Time Deposits

Accrued Interest Receivable
Accounts Recewable (Net)

.nventory KRR N
: *Prepald Expense o R
‘ ' Total Current Assets o
Noncurrent Assets: R

Restricted Assets:’ = . .
: Cash, Including Time Deposrts e
"+ Accrued Interest’ Recewable '

DEFERRED OUTFLOWS OF RESOURCES

Deferred Loss - Early Debt Rettrement

LIABIL[TIES
Current Liabilities: - , .. - T s
Accounts Payable ' L S
Accounts Payabie - Constructlon .
‘Retamage Payable -, ey
*Accrued Compensated Absences .

* Accrued Salaries, Wages & Benefits

-Accroed Payroll Taxes/Employee Wlthholdlng i

"Utlllty Tax Payable
" Saleés Tax Payable -

-~

',Current Liabilities Payable from Restrlcted Assets

! Accrued Interest Payable Custamer Deposrts i
Accrued Interest - Notes’ Payable
.Revenue BondsiPayabIe IR SRR
Notes Payable I A PR

1.

Total’ Current Lrabrlltles

' Noncurrent Llabllltles
Revenue Bonds Payable {Net of Unamortlzed Bond Dlscount &

" Capital Assets (Net) = & - _ : *
. Total Noncurrent Assets o ‘,.* .
Total Assets R ';‘ - B w‘""’u SR

* Premium of $5, 140-for 2014 and $5 524 for 2013)

Notes Payable i

Noncurrent Liabilities:Payable from Restrlcted Assets '

a

Customer Deposits:Payable’ - : VL 27

’ e Total Noncurrent Liabilities - !

'Total Llablhtles S e
" DEFERRED INFLOWS OF RESOURCES .

‘ Funds Held for Future liines

NET POSITION

Net rivestment in Capital Assets j -
Restricted for Capital Projects o
Restricted for Debt Sennce N _' . R
Unrestrlcted et S,

Tota_l Net Position
' 2

See accompanying notes to the basic financial statements.

;
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LT

" 2014 2013
.8 178,833 - $.. v, 364,933
- : 83 s i G
. 393,082 ' 0 udgdEt

o 104773
- 30,014

. -.':aa‘i 113324
LT 27,2020

2,339,649,

= 1,107

. 15,232,458

706,785~ .}

4 .- 950,003

]
+
P

O 1722 324
PN 1015
L 13,820,445

17,573,214

$“ 15544584

-k a3
! .“$ )
P A |

18,279,999,

$ 16 494 687

-

. .
e s Ao ey
. s

6490983“'"’ $_ By 6483287 =

A 823_ 909 . 451, 876
1,347,396 1:433,113
."390,423 852909’

‘$  .'8.924,185

o9

9,052,711 .

> Page 3

e

L
St

SN A R "}"‘:“-- IS
L. $t 2461375 U '$.. . 263,465, i
po T L s Yo
$ T 74,089 % 'UB2410 0
rT g 10145 RERENTRANE {11 S
et TR i 283‘589 _ )

! “26778 S Ta5686 1

) ‘44,268 © ;3:'-' 1 40375, "

‘ 26,903 .o 16059 .

6,745, © . 7,586

. © 520 : ;435
: ’ SRR R PN
Lo 184 1 303" -

Con ¥ 3,200 e S
o 'v-‘=;470000 s 485000 .
T -1 72 AR I S

“§ . '819:659 - _§ - °-932,893 ' :
''$ - 6,360;140 . - $ --;6,830,524. . . .
- 2190739 N A T
o5 games L 730
7§ . 8,622,604 $ . 0'6,904074° . -
$ . 9442263 .. § . 7iB36967 .
- § 314000 . 8- -

“ar
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JTotal Operatlng Expenses : S v R 3,013; 130 ey
'NetOperatmg Inoome NN e o 314 047‘,'
. ',] |..', e 't 1 iF L T - '-: S {’aur Lo, _k;-. . L) ‘

v Income (Loss) Before Contrlbutrons e s }: e o = - ;'=. 27 878

L Pifchased Power.

’ Nonoperatmg Revenue (Expense) - !

" ‘Change in Net Position LT » R

Net Posifion--End of Year s f R $ .. 9,052,711

" 3 B PP 64416,
SRR CUele . e

: ‘othérinterest Expense ~ - ' v i
Payroll Taxes noo PR
Proféssional- Serwces R

'Regulatory Fees. g D A L
';Retlrement Expense & Employee Benef' ts B L
.,Transpprtahon Expense . A ’
.- Utilities, - =~ - P ~ R
’ Depreclatlon Expense S

s ‘-326 773
27,895 °

803,110

79, 925/
’ .595 743

36,610

Irivestmient income ; L 5. :‘5 10; 492

. lnterest Expense Cod . e (291 032)
~. ‘Bond Issuance’ Costs T T R L T R
' Galn (Loss) on SalelAbandonment of leed Assets R N

(61 /389)
- .,(366)

v

Total Nonoperatmg Revenue (Expense) B .

(333 166). -

Cap1tal Contnbutlons ST Tyt ‘-l;_‘ I AL '103 648

D

LR g 921,188

Net Position-}Beginning'of Year «.

8 754 531

R

Ed
i

See accompenying notes to the basic financial statements. . - L

(290 925) .

8 921 1B5L

HENRY COUNTY WATER DISTRICT #2 o . !
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION _ ,
For the Years Ended December 31 2014 and 2013 )"* et
i Operating RevenueS' coe v 2014 I
Charges forSennces B SRR L N L
Water Charges (Net of Esttmated Bad Debts) e $0 2 949 020 T L '2,93,9;"215 L
Wholesale Water Charges S PETIR Cos 282741 - W 1 23p,355 .
-\ Tota! Charges for. Serwces e, Lon$.% 31847617 0§ 01, 168, 570
Other Charges and Mlscellaneous R - P [ ," wiy ‘f- P
* Reconnect and:Disconnéct: Charges Cow $ . 33 040 L8 28, 297
. Forfeited Dlscounts O S " 483096 - - 84,093" '» "f
' Mrscellaneous' Sy fooi T, 29280 Lot ’ . 18 907 ..
© - oTotal Other Charges and Mrscellaneous 5 T B ,$ s 145‘416 N T ;132 197 R
5, W A T 3 ! v . k L 1- O ‘1. '.
Total Operatlng Revenues PR ‘ b s .3 327 177 S 301 767‘
[N B .;,rl \*" : : 'j) I B T ‘.‘ \ ? ‘-.
'Operatlng Expenses N cL, R T Vo b s Lo
Acoountlng and Collectlng'Labor : . S Sl EENRCI ) ’12’1 004 L
.Chemicals . R T 79 449 N 70159 ot
Commissioner Salanes - ' '; i:"'-‘ .. ‘ L SR i i
5 Contmumg Educat!on e L i ST 3308, * v iy
e j» v =22 281'
‘ Yoot o , T 4,031, "L i
"!nsurance oo Tl R ,‘ : o 44297 o 46 136
: _Malntenance of Mamlelstnbutlon System Expenses i : ! 296 490 . .5 ., 771 964 88 . .
‘ 'L e PRIV 6469 Lol 5,285

ks
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l : L © HENRY.COUNTYWATERDISTRICT#2. . * -« o " Cor

e . E o . STATEMENT OF CASH FLOWS . ] L -

‘1[ U “*  Forthe Years Ended December 31 2014 and: 2013 : s =
| ~ . s '4 R o _‘ 2014 L2013

] CASH FLOWS FROM OPERATING ACTIVITIES S O ff L o e
! Receipts from Customers: Ll N \ PR AR '. $_-: 3 371 721 P8 -3.317,962

[ Payments to-Suppliers - S e TR e (1 A61,827) - - (1,240,250). -+
Payments to Employees . T . {781,091) s (721,389) ¢

12,362

Other Receipts (Payments) -~ ‘ ) R A T 42,354 . e
, 358,685 ':5:7

Net Cash: Prowded (Used) by’ Operatmg Actlwtres pe g ¥ L I - $ '1.1;717'-,51577' o $ i

CASH FLOWS FROMCAPITALAND - T T e e
- . RELATED FINANCING: ACTIVITIES S .~‘ s el 't AR ;-J}’-* Aoho T
[“ Purchase:of CapltalAssets (Includlng Work, In Process) oo R (2‘511 671),

Principal-Paid on Capital Debt . g R o, : R . (460 475)
" Interest'Paid.on Capital Debt BRI i e C F(271 125) (291 309)
3 Note Proceeds : . i Ve s ‘2,353; 041 : L.
L, Bond Procegeds e e D T _.- o 749 277 bt
CapltahContrlbutlons e . . T N :135 048 - - ' :
. Proceeds Sile of- Capital’ Asset : v O L0 T . 3,940 ; ' S L A
.Bond Isstrance Cosis el , e DT, L. S ’ )
[ . . NetCash Prowded (Used)iby Capltal and*l-,- oy PO o TR Ly R
K Related Flnancmg 'AGtIVItIES I I . § 1 (751]242).
- ‘;i ' L. e . s 3 T = § e Py
[- - CASHRLOWS FROM |stsrme ACTIVITIES P AN COEE SR TR 5
.. . lnterestReceived | ¢ . P, . $ _q-, i11 310 C 8
‘ Net Cash Prewded (Used) by lnvestmg Actlwtles - S § 11 310 ;‘ _
[ ) . e Net Increase (Decrease) |n Cash and Cash Equlltalents $ 431 225 .
l, . ,Balapcé‘S-Be’ginﬂing‘- of the,mYear ! Nl 977 222
- e . ! Ha N o :.‘; ' P Lo, o . . u . l o
[‘ Balancés-End of the Year - . b, s 14084875
Cea o ey . £ . a o ”" o e T L. 3
R Y . .

E_, Y 1 X " .Balances . ; Balances- N .‘ R A
L . ,

; - S I Per Déceniber 31,2014 Per December 31,2014 : o Sl
: e F e e | Stétementof - eStatement of- '_; S
I o Sy - : NetPosition® .. . Cash Flows ' : SN o
[ __Cash .-;.f.‘., 3 U, 78833 LTI 78,833 B ST
“t. Certificatesof: Deposut‘ L 7"““'" . 4000000 7 A U N T 3
Restricted:Cash LoD T 329,614 T ; o i

= 1329 614 E
) Restncted Certnf cates of Depo_snt, " 1 010 035 P T Py
[" ~ TotaliGash:and-Cash * « . -x,_ﬂ CTr T Can e
\ii Equwalents End of Year N ';-2-,518,462

. s 5 1 * . e 1 " PLEN 1 L B
A ma kL L. e n e, LTS
LY ] i . R . I

By -~ _+., Restated A Restated o =
. g Balances \ . Ba!ances . 1' R
Ao ", Per December ‘31,2043 Per December a, 2013 RN

——
r

[ | Vel e 'K " Statement of‘ ' ", ‘Statement of ‘
. SR AL . T Net Position %, Cash Flows K D 5
RN -.:7 ERY DL S - 54, aga., ] oteda, 64, 898 e ity s

'! -

I Certlf'cafes of Deposu P f B ,= 310 035

L. Restiicted Cash _ T, ;s Db 922,324 0 o N '_922324

Restrlcted Certlﬁcates of: Depcs.lt o 800 000 . e P el R ETe, e il N

L : Total Gashand Cash *." .5 et e b Co v
L : Equwalents End of Year e § 2 087 257 co- 8§ _97-7,-222 e I :
l ' " P : ‘? . . \. . 2 'I ‘:- . T ,‘cu, i :..—._ . _-- . ,‘_»\;‘E-_-l -. ;‘,_ .t .

-

- See accompanying nbtes!tb,gﬁe;basié ﬁnanciaijstatements. oo
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HENRY‘COUNTY WATER DISTRICT#2 . . e

w . v STATEMENT OF CASH FLOWS: =~ T -
e RN For the. Years Ended December 31,2014 and 2013 . Lo

) il‘-d !' - \I, P ’ L ' y :z' - ‘ : X ) ‘2f013 Qr
RECONCILlATION OF ORERATING INCOME (LOSS) TO NET. CASH' RSN w L e T T

__f PROVIDED (USED) BY OPERATING ACTIVITIES L A E S R P

0

P R . b :

i petey N ol - J . S e . T

.t [T U L i

4 S . 3 'rf,', e f . L o w

i ¥ - . P P x> . I " . [
AU . .

e OPeratmg Income (Loss) Cn e ' -"’£ C |$ 314 047 431360

LN A . . o "

Adjustments to Reconclle Operatmg lncome to Net Cash -

Prov:ded (Used) by Operating Actlv:tles -’.-.'; C oo
Cash FIows Reported in OthertCategones ¥ ", "
A Depremaﬂon Expense P AR ;
A Ghange in Assets and Llablhtles. Soworg e U
Cley 0 . Receivables,Net . T 7 Y DI
o s '~0ther Recev«rablesI ST TN LY
© Lo Inventorles AR SR
oo LT, Frepald Expenses A Y v e
'+ Accounts Payable If PRI P

-

. T '.h”'"
L .. " Accried Expenses . T E T -

i \ 'Customer Meter Deposnts Payable S (1 944)
Nt cash Prowded by'Operatlng Actwmes ) e RS I $ sy
r oo - ., _ k’;:' »— _' 4

T - N R . . —

s . .

- At December 31, 2014 and 2013 Henry County Water DlStl‘lct #2 had $10 145 and $315 099 of cap:tallzed
expendltures for constructlon in accounts!payable ahd retamage payable on the; Statement ofusNet Position. e
At.Deécember 31, 2014 Henry County Water‘Dustrlct #2 had $17 976 of capltal assets m accounts payable e
on the Statement of Net Posmon. - ; ~ . ° . . -

SCHEDULE OF NONCASH’INVESTING CAPITAL*’AND FINANC_ING ACTIVITIES e DL

"'r

i 1 E .Y e _ N -
. - - - B N s+ 7 N
v r -~
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HENRY COUNTY WATER DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2014 and 2013

NOTE 1~ DESCRIPTION OF ENTITY AND SIGNIFICANT ACCOUNTING POLICIES

Description of entity: Henry County Water District #2 is a rural water company serving approxlmately 6,300
customers in the Kentucky counties of Henry, Trimble, Carroll, Oldham and Shelby, and is regulated by the
Public Service Commission of the Commonwealth of Kentucky The water district was formed under the laws of
Henry County through its Fiscal Court and began operatrons in 1965.

In evaluating how to define Henry County Water District #2 for ftnancial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in the reporting
entity was made by applying the criteria set forth in GAAP. The basic -~ but not the only -- cnterlon for.including
a potential component unit within the reporting entity is the govermng body's ability to eXercise: ‘oversight
responsibility. The most significant manifestation of this ablllty is financial mterdependency Other
manifestations of the ability to exercise oversight responsibility include, :-but are not limited to; the’ selectlon of
governing authority, the designation of managemient, the ability to significantly influence operatlons and
accountability for fiscal matters. The other criterion used to evaluate potential component units for inclusion or
exclusion from the reportmg entity is the existence of special financing relationships, regardless of whether the
District is able to exercise oversight responsibilities. Based upon the application of these. crlterla, the Dlstnct
has no component unlts S

A summary of the District's significant accounting policies follows: -

" Basis of presentation and accounting: As stated in Kentucky Revised Statutes (KRS) 278.015, “any wate‘ istri .

shall be a public utility and shall be subject to the jurisdiction of the Public Service Commissio
278.220, it is outlined that the Public Service Commission may . estabhsh a system, of accounts to be
utilities subject to its jurisdiction, and may prescribe the manner: m whlch such accounts sha
financial statements of the District are prepared in accordance with generally accepted accountm _
{GAAP). The District applles all retevant Governmental Accountmg Standards Board (GASB) pronouncements

All act:wtles of the D:strlct are accounted for within a single proprletary (enterprlse) fund Proprletaryfunds are
used to account for operations that are (a) financed and operated in a manner similar to private: businéss
enterprises where the .intent of the governing body is that the cost (expenses, including depreclation) 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 govérning body has decided that periodic determination of revenues
earned, expenses incurred, and/or net income is appropriate for capital maintenance; publlc pohcy, management
control, accountability, or other purposes. _

Proprietary funds utilize the accrual basis of accounting. ‘Under the accrual basis of accountmg, revénues are
recognized when earned and expenses are recorded when the liability is incurred or economic asset used

The accounting and financial reporting treatment applied to the District is determlned by its measurement focus,
The transactions of the District are accounted for on a flow of economic resources measurement focus. The
accounting objectives of this measurement focus are the determination of operating income, changes in het
position®(or cost recovery), financial position, and cash flows. With this measurement focus, all assets and all
liabilities associated with the operations are included on the statement of net position. Net position (total assets
plus deferred outflows net of fotal liabilities and deferred mflows) is segregated into net investment in capital
assets, restricted; and unrestricted components.

Revenues and expenses: Operating revenues and expenses consist of those revenues and expenses that result
from the ongoing principal operations of the District. Operating revenues consist primarily of charges for
services. Non-operating revenues and expenses consist of those revenues and expénses that are related to
financing and investing types of activities and result from nonexchange transactions or ancillary activities.

Debt Issuance Costs: Debt issuance Costs are expensed when incurred.
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_employees, as.well as: system lmprovements Expenses for mamtenance and repalrs that do’ not
-'useful Ilfe of, the assettare charged to operatlons as they are mcurred . !

: Inventog Inventorres of supplles are valued At the Iower of cost or. market on a flrst-ln flrst-out basrs‘ "' R

'Bond Drscount and Premlum The bond drscount afid premlum are amortlzed over the‘llfe of the bonds. o , e

.Income Taxes The HenryaCounty Water‘Dlstrlct #2 1s not sub]ect to mcome taxes ;L o ;

HENRY COUNTY WATER DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) o
December 31,2014 and 2013 o I

NOTE 1 - DESCRIPTION OF ENTITY AND SIGNIFICANT ACCOUNTING POLICIES (Contlnued)

The Dlstnct adheres to the use, restrlctlons establrshed by Bond Agreements when expenses are mcurred for
which both restricted and, unrestricted net pOSItIOI‘I is avarlable The Dlstr:ct has no polrcy rdef ng whlch_
resources (restrlcted or unrestrrcted) to lise! flrst L v Y

x "'a- (]

Property and equrpment Property and equlpment purchased or constructed |s stated ‘at .cost; "The‘D:strlct’ _
policy is fo capitalize. asset purchases e)(ceedlng '$500 for offlceeeqUIpment and $1:000 for, serv:ce equipment
The cost of meters, mcludmg mstaIIatron is recorded at the" Public Service Commission. approved -charge of -
$1,120. ‘Interest related .to costs, and major |mprovements ‘renewals and replacements is capitalized: as-dcostof . .-
the pro;ect Deprecratlon i computed onlthenstralght-lme basis" over the est|mated useful Ilves ‘of \the related'

, assets The range of estlmated useful Ilves by type of assetls as follows o . P

i -Structures & Improvements 7 60 years ) L ' N
- Distiibution System 5 ) 7 40 years ;. e T
“oL - Machlnery & Eqmpment -25 years N i',i,\ N

Construct:on |n process represents costs related to varlous water Irne extensmns bemg mstalled 'y '

R 4-1‘ it

" ; iyt i
- R . . . S+ L

_ Debt Issuance Costs:’ Such costs are expensed as mcurred o ey S T C

y w e [T R - . e
TR S VAN S T I

Compensated Absences See Note 10 for the Dlstrlct’s pol|cy on: vacatlon and smk pay

PR
. Fi
-
'

ad T

¢ -+
M 1' “a

,‘Contrlbuted CaLal Under the Governmental Accountlng Standards Boards (GASB) Statement No 33 C
.Account.-ng and Financial'Reporting - for: Nonexchange Transactrons,.the District recogmzes cap|tal contnbutlons .

as'revenues, in the statement of revenues,‘expenses and changes in fund net. posrtlon ‘Capital. contnbutlons a
include -donated property, |mpact fees, tap on fees’ and: grants Tap on fees and JAmpact fees of $103 468 and
$73, 460!were recelved by the Dlstrlct for the years ended December 31 2014 andr201 3f respectlvelyt i

Net Posmon Net posntron compr:ses ‘the varlous net earnmgs from operatmg and Ton- operatrng revenues, :
expenses and contfibutions. of capltal Net posmon is: classrfled in the following ;three components ‘net_.
investment in capltal assets restricted, and: ‘unrestricted. net posmon Nét rnvestment in: capltal assets consrsts

of all caprtal assets, net of accumaulated depreciation: and reduced by outstanding, ‘debt. that.is attrlbutable o' the
acqursrtlon constructron and improvement. of those assets; debt related to- unspent proceeds or, othe restrlcted e
cash and mvestments |s excluded from the. determmatlon Restrlcted net ,posmom consrsts -of | net posmon for .
which constramts are’ placed thereon by, external partles such as 'lenders, . grantors, contrtbutors, Taws,
regulatlons and enabling 'legislation, - mcludlng self-lmposed Iegal mandates Unrestrlcted net posrtlonfconmsts
er all other net posltlon not included: in the above categones G Do ,_5_ L

Iy

Deferred. Outflows and Deferred Inflows Deferred Outflows of Resources and Deferred Inflows of Resources are

not assets or liabilities; revenues or: expenses Rather, they represent resources ‘or the! use of resources related‘ .
to future: perlods LA : : - . S N

tas s i

S .
"Estlmates The preparatlon of fmanclal statements reqwres management to- make estrmates and assumptlons

that affect'the reported amounts of assets and’ Iiabllitles and drsclosure of contrngent assets and. liabilities at the -
date :of the financial statements and the reported amounts.'of revenues and expenses durmg the reportmg
period..Actual: results could drffer from those estlmates. S : S i :

I L . H i I ; :
Statement of Cash Flows: For the purpose of the Statement of Cash Flows "Henry County Water« Drstrlct #2
considers all highly liquid investments (mcludmg restrlcted assets) with a maturlty of three months or less when

purchased to be cash equwalents - . v

.

: . Nt
[P - A .
. L . -
1
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2010 and 2013 Bond Resolutlons ratify and conﬂ[m the creatlon of the 1996 Depreclatlon Fund" T Kentuckyr
A

HENRY COUNTY WATER DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2014 and 2013

NOTE 2 - DEBT RESTRICTIONS AND COVENANTS

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

one sixth (1/6) of the next semiarinual interest payment
+ one twelfth (1/12) of next annual.principal payment
month’ly transfer

The transfers and/or segregated deposits were sufficient to meet the total obhgatlon outstandmg on’all issues at
December 31, 2014 and 2013. During calendar year 2014 and 2013 all transfers were made tlmely as appropriate

Upon the issuance of the original bonds, a Depreclatlon Account was estabhshed to prowde 'funds for
extraordinary repairs and extensions to the system and/or make up any defrclency in the Bond. and Interest
Smklng Account, After monthly deposrts are made into the Bond ‘and Interest Account monthly transfers are

Infrastructure Authorlty Note requires the establ:shment of a replacement reserve account
Depreclatron Account was fully funded

NOTE 3 - CASH AND INVESTMENTS Y

KRS 66.480 authorizes the District to invest in obllgatlons of the Unlted States and its: 'ag
instrumentalities mcludlng repurchase ‘agreements, through- sources including'’ natlonal “and.. state

or its Agency, certificates of .deposit. and interest bearing accounts in mstrtutlons insured by ‘the’ Federal ,
Depository Insurance Corporation and other investments described therein provided that approved securities are

pledged to secure those funds on deposit in an amount equal to the amount of those funds The D|str|ct may
also invest in mutual funds meetmg the requirements of the statute : L L

BN

CUSto_dlal Credit Risk

Custodial credit risk for deposits is the risk that in‘the event of a bank failure, the District’s deposits may not be

returned to it. As of December 31, 2014, and 2013 in accordance with District policy, $1,550,719 and $1,350,625
respectively, of the District’s deposits were covered by federal depository insurance and $1,580,709 and
$1,333,808, respectively, were collateralized by securities held by the pledging financial institutiofn’s agent or
trust department in the District’s name. Thus; the district had no deposits that were exposed to custodial credtt
risk.

Henry County Water District #2’s policies regarding deposits of cash are discussed above. The table presented
below is designed fo disclose the level of custody credit risk assumed by the District based upon: how its
deposifs were insured or secured with collateral at December 31, 2014 and 2013. The categories of credit risk are
defined as follows: '

District (publlc trust) or by its agent inits name.

Category 2 — Uninsured but collateralized with securities held by the pledging financial institution’s trust
department or agent in the District’s name.

Category 3 — Unihsured and uncollateraiized or collateralized with securities held by the pledging
financial institution, or by its trust department or agent but not in the ‘District’s name; or
collateralized with no written or approved collateral agreement.

Page 9
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. HENRY GOUNTY WATER DISTRICT#2/. = 1" o
NOTES TO BASIC FINANCIAL STATEWENTS (CONTINUED) LA
o December 31, 2014 and 2013 o e R
NOTE 3.CASH AND INVESTMENTS (Contm ued) el e e

.g L o \t

~December 31 2014 T . ‘_‘:, N . r “« B h1 . .. X 4 ;i “.’. '

Ve

L P Y Totalr Bank Custody Credut Rlsk Category )
., Type of Deposits. ' . . .Balande - R TR R, R RN

Demand.Deposits” .. v+ .. -.§ -:200,028" " 200, 028, e $ L 200,028 -’

Time & Savings 4 e T 29300 . A4,350(691 - .'1:580,709"" S - 5. 237,954

S Total DepOSIts AR A ;'s 3131 428 - $ 1550 719 $. 1,580,709 j_ ,- :s;; o~ $F v 2/517,982.

l "Total Carrymgn -
“'Value ©.

$ ;

X
P & )

_ Dedem’bé’r.?.'_.‘i,‘-201‘3- po gt T
S Rt T I Tota].Béin_k > Custody Crednt Rlsk Category R
; ", Type of Deposits .. - , Ba:an'ée AT 1V 2 L "3 :
DemandDeposits =~ -, .. §~ 765 . '$ - 65 $ T $: - w1687
Time & Savings' -, v i .7 2684 368 . ~1350,560 .- 7,333,808 5% i ‘2;086 692‘ i
TotaI Bepos:ts $ 2 684 433 - $ 1 350 625, . $ 1 333; 808 . - - 2,0865757
gt e PTSE T T E el i e il R
'Reconcmatlon ‘to Statement of Net Posmon S ' L
4 . . LTI A o . ié.{_‘ L i i L

_December 31, 2014’ "'—ﬁecémber-31 ‘2’6’{3“; e

L Unrestrlcted Gash, lncludmg T:me lepos:ts K A , 178,833 - !
Restrscted .Cash, Includmg Tlme Deposrts LY 2 339 649 ¥
Less Cash onHand® - . - -7 v S (500) " '
P L s AR § .. 2,517,082 $ .
NOTE4 RESTRICTED ASSETS H e
_Restrlcted cash -and ttme depos:ts COI‘ISlSt of the followmg % RN , :* ." L
L P December31 2014. *December31 2013 :
Bond and lnterest Smkmg Account ' _ '$L Tt ,531 058 W ‘ 524 480
. Debt'Covehant ; PRE AN E IR * B V240 035. b f?ﬁ;"’w i ,’ '.,“' e
Depreclatlon Account e A -1;- 608,396 = D ’606,‘.718. ST
y . iCustomer Deposits. & lmpact ChargewEscrow Ly -166; 251:.1-‘.“.;‘ S L0139, 250 .
Constructlon Account PTG T © 823 909‘*_- - _ 451 876
Total co T e T T g 12329549 O a722324
P oL, . Tt A T Lo T &
. a . ! ,‘?,! q_-: i i

Reétrict'éﬂ're,c_'eivables consist of the following: ‘-
e : . . [ . - g

'
':s;

. A A N - .t N
- . - . ity . . . H PR
* [ o T ppeld ! — 5 P L

oy WO TR e T Dé’cember 31 2014
i Interest Recelvable R S $ R S 1y ) 4 -' $ -
* PR T 11T S

- Eﬁ-e‘cer’n‘bei‘'?L‘i :2‘013 : 3
1915, .,
"4 915; -; R

[
._ ‘g

] IR .
N u e e :.' ‘.r;_..; -t .-' e “ IR SR i” ,!..: RN It.‘:ﬁ.,,','.._,._w ‘q...,‘ _‘H_,EL TN
" NOTE: 5 CUSTOMER Accouurs RECEIVABLE . = : .1-"~ e

. Customer Accounts Recewable has been .netted wuth an Allowance for Bad Debts of- $54 640 and $48 096 at

December 31, 2014 and 2013, respectwely ‘The amount prowded for. bad debts represents the portlon of the total .
amounts for whlch collectlon is. unllkely, based on hlStOl'Icall(:OHEGtIOI’I data L 1‘ RERL I “ ‘ ‘h.; %_,;. Sy

P £ ;-

- Estimated" unbllled water serv:ce revenue of $123 440 and $159 938 |s mcluded m 'accounts recelvable at

December 31, 2014 and 2013 respectlvely woE R T ':;.-w_-:;-:‘

1 i - " i . o
el -t &, i ; o
4 il ~ Ky Sor 55, . . :—
. v . Page 10
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HENRY COUNTY WATER DISTRICT #2 e
7 A , NOTES TO BASIC-FINANCIAL STATEMENTS (CONTINUED) ; - oy
o ’ ) December 31, 2014 and 2013 o :
NOTEG CAPITAL ASSETS R . - ._L_ ' L Fi
L Capltal asset actlwty for the years ended December 3, 2014land 2013 was as follows R . i:,'
. ’ Balance at fi . ’ ey Balance at
L‘ Co e PR January1, 2014 o' vAdditions. ., "Decemberdt, 2014
", i N 3 EF . - \ . R ’,. oy -:: -
. . T v . st Ty - L .
LLand & Land Rights .. .. .| 2 . 176,617 . §" - - ] 176 617
I‘ ’Structures & Improvements S el '24 ,207,319 7 - ' "2','401 978 - - 26 609, 297'
e 'Dlstrlbutlon System T T L . 2 484 196 . 1,; 34, 235* -.2,482;810
) Machlnery& Equnpment L v 1253 797 AT 5?0 - e \; ,4;_5,-4s‘_r .
S Construction in Process " 4 "'; _ b 458243 u 5,018,787 (2,801, 978) _'75,05
lh , ' Totals at H|stor|cal Cost' s:.'__ ",. 28, 530 172 - § ,4.526,670 s (z 437, 599)
.Less° Accumulated Depreclatlon* ) . . 7 3 s i '
) :.Structures & lmprovements $ (12 549, 873) 3 $ ~(674 970)
V'_.D|str|hut|on Systern » . F ’ i ,(1 286‘184) Wl (53 962), .
_Machmery& Equ:pment ! : t. v (823,670) TF - (74188)
Total Accumulated Depreslatlon SRR 759 727) '$ (303 110)
x ,1. 5 1 - L < ' " 1(, 4 PR & v
B oo ’ ! Sh ' ton -_
-Capttal Assets Net 87 ..13,_82_0,445 s '3.323,5&;0_5;»;
. Ty © "« l'Balanceat ' - R
v . ) vt Jdanuary 1, 2013 :+  Atditions Dlsposals
- ‘ )‘ - ] R R 1 . '; .- ‘ T o " B ;-' N L ) ":’-‘:‘fr: e ....-_
LL_ 'Land & Land Rights:. - . % " 176,617 $ R
. r W ! : LN T o
i Stru:tures &lmprovements oo TR R ;-5! ’24‘,1@5,—-753 . ,.81 556 : i !-‘.- Ty
A DlstrlbutlonySystem - 5»_" R e} 2,754,831 ‘ 341 251 (611 886) v
L. ] Machlnery&Eqmpment ' ' o389 v M2ide8, < 1283,
i Constragtion in Process e VT 35434 -, 504,365 © .. .. {81, 555) b , (458,
o - Tétals: dtHistorical Costs S TTYs 728,225,244 $ 1,048,370 + _$ . (693, 442) g - . '28,580,172
. . . - - ' B P ? a N * ‘l g“ n " - -
1o t:'e’ss; Acc_ujnutated_‘_De{Jreciat_io'n o R R ) -
1B Structures & linprovemignts. ¢ - S “’(11 374 963] . % 1(874,910) -
i; . Distribution System. - .. . T T (1,828317) (55, 636)~ I _—
- Machlne '&‘Equlpment YR T L a4 A (862,94D) _,_-? . (80, 7217 S '} !
: ) v §  .{14,566,229); .,(791 267) ‘.s =597_,769 $
y . et T R SR e :
[. o C_:apitallflsi.sets, Net , = ‘0 - e g 18,658,015 - - s * 57403 o (95/673) _:
| lncluded under the Dlstnct’s capltal assets ‘were $4 433 513 and $4, 104 621 of fully depreclated assets, -at

" not. belng deprecrated

+
. ')’"

' Depreclatlon expense aggregated $803 110 and $791 267 in 2014 and 2013 vrespectwely

i 3
. Fy v f
'-‘\"

- December 31, 2014 and 2013 respectwely Land and land rlghts and constructlon |n process arercapltal assets

I O

-

i’ : NOTET CUSTOMER DEPOSITSIESCROW Ce -
§ ' Customer deposlts are collected lupon mstallatlon of water ser\nce Th|s amount is to be refunded ‘to,; the

i customer’ upon dlscontmuatlon -of service (after the. customers bl" has’ been paid in full) 'or one year fpendmg a

i . . satisfactory paymernit’ record.,,Deposlts recelved from customers are:held’in an mterest bearmg account {whichis. -
,l mcluded in the ‘financial statements as. restrlcted cash) Records are: mamtamed whlch detail the accrued o




HENRY COUNTY WATER DISTRICT #2 ‘ Co
NOTES TO BASIC FINANCIAL STATEMENTS (QONTINUED) et T
- December 31, 2014 and 2013 _ L C

N

NOTEB DEFERRED ourFows OF RESOURCES 1__ e e

In 2013, Henry County Water District adopted GASB 65, Items Prewous!y Reported as Assets and‘-Lrablhtres. - \‘
Under GASBS No. 65 a consumptron of net posmon by the Drstrrct that is appl:cable to a future perrod |s reported
as a deferred outflow of Tesources. L _— e , - .

Drfference between the reacqursrtlon pnce ' ': ' ' L
and thesnet carrymg amount of the o[d bond R LR T :

" issues refunded ) - SRV TR '
 3010'Bond Issue. g ) 173 185 "o

. rZD13*Bond Issue L ;i J i85 280 b .

Lt : :
RS

"Kentucky lnfrastructure Authonty representswa 20 year .
loan secured by watér revenues. “Interestiis' charged at
- 1.75% ‘per., annum.. In addition, a loan ser\ncmg fee'of
'0.25% " of: the annual- outstandrng loan” -balance will be
payable to: the,authorrty as: part of each mterest payment.
- "Total draws ‘on ‘ther loan. were $2,153, 041” Seml-annual
payments wrth final. maturlty December1 2034 MAETSL

T'.2014 Shelby Energy Electrrc Cooperatwe Corporahon thees

-~ “Note, original:loan amount’ of‘°$200 000, secured:by two S

-, certificates of. deposrt owned by the District. .Interest is - e

.. charged at the rate-of 1%: per anpum.. Monthly payments e

- with-initial maturrty at :September 5, 2016 and automatlc Ty
renewal, through September 5, 2017 ot

' Total Notes Payable B T 2'-347 566+ u$. it

CurrentPortlon . R R 156,827 EE TR S

-~'Noncurrent Poition * . = . e T Tyt 12,198, 739“” SN SO
.. .. 4. TotaINotes Payable.. ., ' . ;4 .. $.. - 2347566 - % ¢ iV -
= - ) - i S s o - AR
. i ! ' Ca ‘ Lo
' ‘ Page 12
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M

$2,760,000, secured by water: revenyes. Interest- i5 IR !

= .'( ™

onms G ey |

‘ ‘On October 6, 2014’ Henry County Water DIStl‘ICt ‘¢losed a loan, in the’ amount ‘of $2 A153; 041 with:, Kerif
Infrastructure Authonty secured by water revenues.. Interest is charged at 1.75% per-annum: In addltlon.a loan

interest’ pament Proceeds from this | loan were used to lnstall sapproxlmately 24 000 llnear feet of
Final maturity is: December1 2034, . .} 1'-4-‘;:-, R it Qo

--2014 Shelbv Energy Electrlc Cooperatwe Co rpor t|on Note Pavable Ce -

JRUSEES S
n

-~ - PR o e e = e e i, = ey

HENRY COUNTY WATER DISTRICT #2

: NOTES TO BASIC FINANCIAL STATENMENTS (CONTINUED)
‘ December 31 2014 and 2013 ' I T

NOTE 9 - LONG-TERM DEBT\(Contmued) R U M S :
Bonds Payable e CT "o -. 1"'. R . 2 T T
N Wty L *._',‘-_ © - ' Decémber 31; 2014 .. - December31, 2013 .
. “’r . . “h}‘ et T j" A T o v ] T rra_ G
2010 B Bond rlssue orlgmal issue,amount of, $5,663,000; . - - L VIR
secured by water reventies. Interest.is charged 3.20% to S T T LY
- 4.33% per. annum. Fmal maturnty is. January<1 2028 : 4 4,430,000 : | "$
-Kentucky Rura] Water Flnance Corporatlon Publlc, - N RIER
Projects- 1Refund|ng - Révenie ‘Bonds (Flexible Term' - et

Program) .Series 2013B, original isste; (Dlstrlct Share)'s

charged at-the ratés .of 2.30% = 3.5% per annum Fmal S AL e A e R
maturlty is. February1 2032 T s e ’ LA 395000 R

e i ¥ L
In I - B

Total Bonds Payable _.-;6 825 ooo s

[y

CutrentPortion ™ -’ LS DT " 470}000.- ‘-_;%'l:,f-..'
'!Noncurrent Portion . "~ P e Uh - ,355,000 . T
) “Total Bonds Payable i : o . 8 825 000 i $
‘: Unatnortized Bond Premium RPN L 5, 140 Ly
..  Total Bonds Payable Net of S SIS fo e
o ’ Unamortlzed Bond Prem:um and Discount SO B '-,,,6,-83_0,,140_ ;:j: & R
Accrued Compensated Absences I PO - ..
Accrued Compensated Absences (All Current) R B .- 26 778 ' $ '

Kentucky llnfr structure Authorltv Federally Ass|sted Drmkm Water Revolvm Loan Fund‘ _-; ) :

senncmg*fee of 0.25%. of: the -annua! :outstandmg loan ‘balance will ‘be payable to the- authorlty as’ part of each
Vi ter mam

. Ei ‘. .
o 4 PR

51 [

The origmal balance of the Shelby Energy Electr|c Cooperatwe Corporatlon note payable was 5200 000, ,‘The note ' }

is payable in monthly lnstallments of '$5,642 through September 5, 2016, The noté! shall ‘on September 55,2016 be"
automatlcally renewed:for.an additional-one’ .yéar.term ending-on. September 7 2017 In the eveiit.the: note is not o

renewed. the ‘entire unpald ‘balance shall 'hé immediately due and owing on September 5, 2016. Jriterést is
charged at 1% per: annum, Also, Shelby Energy may charge on - annual loan. Servicing ’ charge that does: not

rexceed 1%: of the unpald balance on theloanat the. hegmnmg of the: year The: prlnclpal balance outstandlng at" .

w7
f i’
oo

December31 2014was$194525 TP et a .

:Kentuckv RUraI Water Flnance Corporatlon Pubhc Prolects Revenue Bonds. Serles 2010 B Sabory e» . Q'

Oon May 13 2010 Henry County Water Dlstrlct entered mto a $5 663 000 ;bond agreement W|th Kentucky Ruralé_

‘Water Fmance Corporatlon The 'proceeds of the' bonds awere: used to- refund the 'Dlstrlct’ ithen outstandmg
Refundmg Revenue Bonds, Serles 1998 (prmcrpal mterest and 1% redemptlon&premlum as requlred) Fmal
matunty onthe 2010 i |ssue |s Januaryl 2028 R - SRS S A o 3 Pt T

i
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-~ . HENRY COUNTY WATER DISTRICT #2 o e

S . .1, NOTESTO BASIC FINANCIAL STATEMENTS' (CONTINUED)

e ‘, N ol S December31 2014and 2013 . e ;
NOTE 9 - L.NG-TERM DEBT [Contmuedl S Ut T .‘ a0

BondsrPayabIe Kentuckv Rural Water Fmance‘Corporatlon Flexlble Term Flnance Program Serles 20138 L ) R
. A R

- On: February 27, 2013, Henry County Water; Dlstrlct #2 |ssued $2:760; 000; iSenes 20133 KentuckysRural Water "

lFmance Corporatlon Pubhc Pro_|ects Refundmg Revenue Bonds:wlth |nterest rates of 2 30% - 3 55% 1 advance :

refunded ‘borids were Jredeemed on February 27 2013 at a prlce equal 1o, 100%Lof &the prmmpel :
refunded bonds outstandmg at that date. Bond lssuance eosts -were‘ $61 389 i e oo

new: debts) of $356 023 Fmal maturltyron the.2013 |ssue |s February 1y 2032..

Changesrm Long-term Debt CL 7 e :

o e 1 L o

J;-rs ; . ‘ } s
The followmg |s a summary\of changes lnrlong-term debt for the years ende‘d Decerqber 31 2014

December3’l 2014 L F ot S T

‘ ' ‘e .
LT .. .- . - . Balanceat
R i Janua'r'y?t, 201'4_

ith'es'Péir’able Cor w8 " VR ','-

‘Borids Payable T S 280 000

AccFaed: Compensated Absences n f__"__“ v 45 656 ‘
Total Enterprlse Fund Debt . 1,325,656 . =
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o Dol Balafice at, Co e
T ' e January1 2013 ‘Additions” Retrrements o

v . ; ¢

.Bonids Payable Peo, T ,':'$ RN 7678 o0 $ zrsu ooom $ 3, 158 ooo
. Accrued Compensated Absences L. ‘28 603__ . 17 053‘,‘, e :
" Total Enterprlse Fund: Debt s 7 706,603 . $ 2,777, 053 v 'T158 oood R
an .,‘ L\ " K a7 i .::'-', . ' . ‘.w i ""'f":'.‘ .t ?'L-,,r' ', ', "t ',,‘3 :‘_ :,,5 'T' el ke A, At
The. annuai requrrements for all Iong-term debt outstandmg -at* December-3 2014 -arg; s=f_ollpurs:1 i e
. P SR > Sy T L R it ) PR
. : , S 4; . ‘ 4 b S " L ';d‘:‘ R "T'otail.P' _cipal, Interest
lx dor '-Note-’ l ‘ . lNOtEtPayable ‘;"\Ser\lié[’.:' ;. ' : ,. N 'BDI‘I:& g o fTi‘uste‘e ;" N Trustee Fee and o
.Payable. . . ' .nterest . -%* Fee -~:: _Bonds ..... ‘nterést . . iFees. " K : Servicing Fe Fee'- .

T

2016 - : § 156,827 i $ 38,926 §' 5,326, $. 470, 000_, s: 244526 - $- ' 800 & ', e (916,506
2016w e 189, 086-- ;- 36,686~ i< * 5,098 - : 485‘000' T234,452 - . -t o800 e - t917;902°
2017 - ;'» . 155,739 ©v 34,373 "a866- - 4950000 - _.217,3a2 ' gdo, " - " -, 908220
2018, 3 195,641 zJ: Toocsazmzt ) Trajean T 7 Tazjono! '.202 296+ g0, .0 . ‘756879‘
2019 . v« eTa2 -‘; " 30731 .. 4380 ' 442000.: °,° 4BE.189 . CL, LU 763,582
.8, bW, 3,838,656,

2025:2029°, . ., 559,567 '1;.‘ 80,701 RERRE TR 4,712,000%.,, ; " 204, 069 i 36000 - i . E:‘._: 2,571,467,
2030-2034" 610,503 ! . ‘29763 " 4251 " 308,000} ° L1642 ..o 800 C L b . 966,559
. 1§ 2,347,566 % 1. - 410,958 ~§.% 58,200 °$, 6,825,000 ' § 1,984,406 . $.013;500% T . . r 11,639,720
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‘ " HENRY COUNTY WATERDISTRICT#2 ~  ©7 /it L. &h 4
. NOTES TO BASIC. FINANCIAL STATEMENTS (CONTINUED) o :
’ A December31 2014 and. 2013 N Tt o :
NOTE9 LONG-TERM DEBT (Con tlnued) , ‘:wf,-:__ 1 | ”"'Q‘ PR
_ -,

. __ . Vi aBOﬂd -,':" 3 Total Prmclpal Coe K 3

. 0:.. Due . . Bofdsl .. ' Interest ", 7 andlnterest T SR
2014 ©. 8 1485000, § zss,qse s 713365 L

- ., 2018 - 470,000 ° 245426- .o ¢ TI5A% -

LT A T Ags000 T e T T A
o 2017 e ‘495,000 D 218 242, . . -0 713, 242 L_' —_— A S R
) : . 2018 ' ¢ -a21,000 "203196 ,' 24798 . L T :

D e nT L, 201920230 0 - 2304000 L TIBTIG.C Y - 3169 144 T N

SR " 50242028 2470000« TV 280,204 . 2400294 T e o
L .. . (20292032 © . 4s0,000 .. . 32,917-- - * 482,917 URPIAN EEEE A
R o ©.%. 7,280,000 '§ .. ‘_2,-2_56,272,_, Lagt 5'9;53_6;72?-2‘27' " n ;

i B A . L .-t T . 1 n = il P
NOTE 10> COMPENSATED ABSENCES ; + o R
: v . P ! s :' W

Vacation and sick pay .are consrdered expendltures in' the year earned

“VacatronrDay T * =;

ank 1 -.“r"‘

' employment and one- addltlonal day per year up ito the ma:nmum of four weeks.- T
vacation: time may be.carried ‘over to.the nextyear. If ‘there, is stlll any vacation, le;
will be jpaid’ ‘'straight time.for that portlon not =carrled over in January ofthe followmg' 1]
eaccumulated vacatlon leave at trme of retlrement or re5|gnmg, he may have the 'opt|on to use the leave lt

All full .t|me employees ear ick day per ‘month. An employee may carry over any
the year that was ot used w;thout l:mlt If and when® the employée retlres or- resngns there wull be‘ no' pay for v
zpersonal days per year W|th ino carry over or. pay fcr any unused '
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At December 31, 2014 ard 2013 the Dlstrrct‘had an. unrecorded stck'pay llablllty to’ |ts employees of $1 31 813 and y
$1 29 129 respectwely The estlmated llabulltrea mclude requn'ed salary related payment T r_r A
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NOTE 11 EUND EQUlTY- RESTRICTED NET POSITION ; L g
T RN e 4" ¥ Bocember 312913 3 . o,
. Restricted for Capltal Prcjects : o R PR

h R ' - Lo 'fh Lt .
' . ., WoniesReserved forFuture System Improvements RS L - 823 909" «$.r-" T 451,876, ..
R f‘l“"f" G Total Restnctecl for Caprtal Prolecté"'” P et o TR T 828,009 28 v v o 481,86 vy e s e
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Restncted for Detherwce' . R .
2010 and2013 Bond lssues&KlA NotePayable ¢ T S 5
‘" cash’ S TEE I DU S B 1,139,454
Add: Accrued Interest Recaivable  «* - Y. T - Tt ’»:‘, 1,107
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HENRY COUNTY WATER DISTRICT #2 _
NOTES TC BASIC FINANCIAL STATEMENTS (CONTINUED
December 31, 2014 and 2013 .
NOTE 12 ~ BAD DEBT EXPENSE

Water revenue charges have been netted with an estimated bad debt expense of $7,934 and $7,916 at-December
31, 2014 and 2013, respectively. ’

NOTE 13 — INTEREST EXPENSE

Interest expense incurred for the years ended December 31, 2014 and 2013 was $291,377 and $291,474,
respectively. Capitalized interest in 2014 was $4,043. No interest was capitalized in 2013. _

NOTE 14 — INSURANCE AND RELATED ACTIVITIES

The District is exposed to various forms of loss of assets associated with the risks of fire, personal liability, theft,
vehicular accidénts, efrors and omissions, fiduciary responsibility, etc. Each of these risks is t:o'velf‘écl ‘through
the purchase of commercial insurance. The District is also subject to the risks associated with: employee injury.
These risks are covered through premiums paid, to Kentucky Employers’ Mutual Insurance, a commercial
insurance company. : : : _ R S

NOTE 15 — THE COUNTY EMPLOYEES' RETIREMENT SYSTEM

Henry County Water District #2 participates in the Commonwealth of Kentucky's County Employees' Retirement -
System {CERS). Electing employees and all new employees of the District may participate in the System. :The
most recent financial report on CERS is included in the Kentucky Retirement System’s annual report; June 30,
2014. The most recent financial report on CERS is included in the-Kentucky Retirement System’s:ai sport,.
June 30,2014, Copies of this report will be distributed to each participating employer in the Kentucky Er
Retirement System, County Employees Retirement System, and State Police Retirement System. -Copie

be available to Legislative personnel and state libraries. I B e o

Plan Description - CERS!is a ¢ost-sharing multipte-employer defined benefit pension plan that covers substantially
all regular full-time members employed in non-hazardous duty position of each participating counfy, :city and
school board, and any additional eligible local agencies electing to participate in CERS." The plan.provides for
retirement, disability, and death benefits to-plan members. Retirement benefits may be extended to beneficiaries of -
plan members under certain circumstances. Prior to July 1, 2009, cost-of-living adjustments (COLAs)-were
provided annually equal to the percentage increase in the annual average of the consumer price index for all urban

consumers for the most recent calendar year, not to exceed 5% in any plan year, L

Effective July 1, 2009, and on July 1 of each year thereafter, the COLA is limited to 1.5% provided the recipient has
been receiving a benefit for at least twelve months prior to the effective date of the COLA. If the recipient has been
receiving-a benefit for less than tweive months priorto the effective date of the COLA, the increase shall be reduced
on a pro-rata basis for each month the recipieiit has not been receiving benefits in the twelve months preceding the
effective date of the COLA. The Kentucky General Assembly reserves the right to suspend or reduce cost-of-living
adjustments if, in its judgment, the welfare of the Commonwealth so demands. On July 1, 2013, the COLA was not
granted. . :

Contributions - For the fiscal years ended June 30, 2014 and 2013, plan members who began participating prior to
September 1, 2008, were required to contribute 5% of their annual creditable compensation. :Participating
employers were required to contribute at an actuarially determined rate. Per Kentucky Revised Statue Section
78.545(33}, normal contribution and past service contribution rates shall be determined by the Board on the basis
of an annual valuation last preceding the Jiily 1 of a new biennium. The Board may amend contribution rates as
of the first day of July of the second year of a biennium, if it is determined on the basis of a subsequent actuarial
valuatioh that amended ‘contribution rates are necessary to satisfy requirements determined in accordance with
actuarial bases adopted by the Board. For the fiscal years ended June 30, 2014 and 2013, participating
employers contributed 18.89% and 19.55%, respectively, of each employer’s creditable compensation. The
actuarially determined rates set by the Board for the fiscal years ended June 30,2014 and 2013, were 18.89% and
19.55%, respectively. Administrative costs of KRS are financed through employer contributions and investment

earnings. ,
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HENRY COUNTY WATER DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
‘December 31, 2014 and 2013

NOTE 15 — THE COUNTY EMPLOYEES' RETIREMENT SYSTEM {Continued)

: In accordance with House Bill 1, signed by the Governor on June 27, 2008, plan members who began
| participating on, or after, Septémber 1, 2008, were required to contribute a fotal of 6% of their annual creditable
’ compensation. Five percent of the contrlbutlon was deposned to the member’s account while the 1% was
deposited to an account created for the payment of health insurance benefits under 26 USC Section 401(h) in the
Pension Fund (see Kentucky Administrative Regulation 105 KAR 1:420E). Interest is paid each June 30.on
members’ accounts at a rate of 2.5%. If a member terminates employment and applies to take a° refund the
! member is entitied to a full refund of contributions and interest; however, the 1% contribution to the '401(h)
account is non-refundable and is forfeited. For plan members who began partlclpatmg prior to September 1
2008, their contributions remain at 5% of their annual creditable compensation. o
In accordance with Senate Bill 2, signed by the Governor on April 4, 2013, plan members who began participatin'g
on, or after, January 1, 2014, were required to contribute to the Cash Balance plan. The Cash Balance Plan is
known as a hybrld plan because it has characteristics of both a defined benefit plan and a defined contribution
plan. Members in the plan contribute a set percentage of their salary each month to their own account. Non-
hazardous members contribiite 5% of their annual creditable compensation and 1% to the health lnsurance fund
which: i$ not credited to the member’s account and is not refundable. The employer contrlbutlon rate. is set
annually by the ‘Board based on an actuarlal valuatlon The employer contrlbutes a set percent .-of the

. the members account For non hazardous members, their account is credlted with a 4% employer"
~ The employer pay credit represents a portion of the employer contrlbutlon

A N

) and $39 189 for the employer: and employees; respectwely All contrlbutlons were made ‘as requlre
[ year ended December 31, 2014 . : -

} The District’s total payroll for the year ended December 31, 2013 was $776, 894 Contributions were has
$746,795 (eligible gross wages). The total pension expense for the year ended December 31, 2013 was $143, 614 -

[ and $37,653 for the employer and employees, respectively. All contributions were made as required durmg thls

year. There have been no changes in the plan since mceptlon : i

System'’s total contribution requirements for all employers

For non-hazardous duty, the required contributions to the plan for all participating employees were as follows (%

[ The District’s contrlbutwn for the year ended June 30, 2014 and 2013, was .037% and 039%, reSpectwely, of the
[ in thousands):

County Employees Retirement System (CERS) — Pension Funds

[.- Actual Contributions as a

Annual Required Actual Percentage of Covered
Contributions Contr_ibu'.tions. ~ Employee Payroll -
!' June 30, 2014 324,231 324,231 14.27%
June 30, 2013 294,914 294,914 13.19%
{' June 30, 2012 261,764 275,736 12.33%

; County Employees Retirement System {CERS) — Insurance Funds

T Actual Contributions as a
| : Annual Required ACtu__al ‘Percentage of Covered
Contributions Contributions Employee Payroll
June 30, 2014 130,652 123,278 84.40%
June 30, 2013 195,561 - 159,993 . 81.80%
June 30, 2012 214,421 171,925 3 80.20%

Page 17



J

f ! ] ! 1

| S B

HENRY COUNTY WATER DISTRICT #2
NOTES TO BASIC FINANGCIAL STATEMENTS (CONTINUED)
December 31, 2014 and 2013

NOTE 15 — THE COUNTY EMPLOYEES' RETIREMENT SYSTEM (Continued)

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

NOTE 16 ~ ECONOMIC DEPENDENCY

Henry County Water District #2 provides water services to residential and commercial customers in the Kentucky

counties of Henry, Trimble, Carroll, Oldham and Shelby. The District also supplies water for resale to the cities of-
Eminence and New Castle located in Henry County. It sholld ‘be noted that 7.3% and 7.1% of the.total water
charges for services revenue was received from these cities for the years ended December 31, 2014 and 2013,
respectively. The wholesale rate is $2.58 per 1, 000 gallons. Also, the District supplles water for resale to West
Carroll Water District at the same wholesale rate. ,

NOTE 17 — FUNDS HELD FOR FUTURE LINES AND CONTRIBUTED CAPITAL — IV IMPACT FEES

The Drstrlct collects funds from developers for their allocable cost of line extensrons The amount i |s calculated
based on the size of the line and the number of estimated hook-ups. As others pay to hook-up to the line, -
portions of these funds are refunded to the developer. Once a line has been completed the deveIOper‘s cost of .
the line ls recorded as capital contrlbutrons from customers. : LT

ﬂ

NOTE 18 COMMITMENTS CONTINGENCIES AND SUBSEQUENT EVENTS

The District has been approved for flnancmg for a $3.25 million water project. The u. S H|ghway 4
project involves constructing a néw 1 million gallon composite storage tank on U.S. Highway |
through Kentucky Infrastructure Authority,,-. the State Revolving. Fund,- Shelby Energy Electri_
Corporatron and local funds ‘TetraTech has been selected as the engmeer for this pro;ect 3

$15,130 of constructlon costs and englneenng fees relating to the Highway 42 Water Tank prolect have been -
capitalized as construction in process. $29;700 of engineering fees relating to the Wellfield prolect have been
capitalized as construction in process. The remalnmg $30,222 is for line extensions. .

NOTE 20— RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In June 2012, the GASB issued Statement ‘68, Accounting and Financial Reporting for Pensrons - an
Amendment of GASB Statement 27. GASB 68 is effective for perrods ‘beginning after June 15, 2014. Under
this statement governments will be reqmred to report the net pension liability associated with its’ employee’s
pension as d liability in their accrual-based financial statements (for example, the government-wide Statement.
of Net Position). A government has a present obligation to pay deferred benefits. earned by its employees o
“Net Position Liability”: represents the government's obligation to pay deferred benefits when the total pension
[plan’s] liability exceeds the pension plan’s net assets. This reporting requirement'is an important change that
will more clearly depict the government’s financial position. While this information will, in some cases give
the appearance that a government is financially weaker than it was previously, the financial realrty of the
government’s situation will not have changed. Management is currently evaluating the impact of the adoptron
of this statement on the District’s financial statements. . .
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o INDEPENDENT AUDITOR 'S REPORT ON INTERNAL CONTROL OVER FINANCIAL o o B
P REPORTING AND ON. COMPLIANCE: AND OTHER MATTERS e b Ap e ;
o ‘BASED: ON AN AUDIT'OF FINANCIAL' STATEMENTS PERFORMED TS . e R
te IN ACCORDANCE WITH GOVERNMENTAUDITING STANDARDS . g -
v L : . R St Y "J“i n :' N . P " 1‘“} i oo s ’
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To the Commrss:oners ofthe K ; Lo AR " *
Henry County Water Drstrlct #2. SN TR SO Lo
o rCampbeIIsburg, KY 40011 RN P IR £ I T 5 S
. lssued by the: Comptroller GeneraI of the United States, the fmanclal statements of Henry C __unty .
* Water District #2 a$ of and for the year ended December 31, 2014; and the. relatedrtnotes to the_ inancial; Sy
. statements and have ISSUed our. report thereon dated March 9 2015 3 "

I ot N - T
’nl 5 L ) e

Lo INTERNAL CONTROL OVER FINANCIAL REPORTING -,f Lo e e Lk

J

. ‘Iniplannlng and performlng wour: audlt of: the flnancraI statements, we: consrdered?Henry County Waterd ST
District. #2's internal control -over financial reportrng (mternal control):t6 determine. the audlt ot '
R procedures that are appropnate in.the circumstances.for the -purpose of expressingiour-opinion on,.
. thefinancial, statements, 'but :not.for the. purpose of! expresslng an. oplmonaron the- effectlveness of
Henry County Water Dtstrrct #2's internal-control.’ Accordingly, we do, not: express an oplmon oh the S
_effectlveness of: Henry County Water Dlstnct #2’s internal control e piC o

paragraph and’ was not desrgned to |dent|fy aII def:olenmes in.internal: control thatrmlght be mater:al

weaknesses or sugniflcant deflclenc:les .and therefore,"fmaterla{ weaknesses or. slgmflcant i
. deficiencies ' may' existthat ‘were not ‘identified.” However, as described in ‘the . accompanymg .
- . schedule.-of findings,and questioned costs,nwe ldentlf' ed certaln deftmencles m mternal controI that' N N
T wey conSIderto be materlal weaknesses .! B I "f- q -m-'.;’*i" ' "

- ' o
H oo - N r “

‘ln

A deficiency in mternal control exlsts when the de5|gn or operatlon of a*-control does not!allow o LZ g
' management or ernployees, in‘the normal course-of- performlng therrrassngned functlons, to prevent,. s
.or detect and correct, mrsstatements .on a timely basis.:A; matenal weakness is :a deficiency,.ora- - -
combmatlon of rdef|c|enc|es in internal ’control such’' that: there ‘is'a reasonable posslblhty\that a- -
=% material mlsstatement of ithe. ent:tys fmanclalistatements will:not be prevented “or;.detected’ rand= :
corrected ona tlmely bas:s ‘We consrder the deficiencies described i in the:accompanying schedule W
of flndmgs and questloned costs to'be: materlal weaknesses (Items 201 4-001 and 201 4-002) . '

For et e “f.:'m‘ . W“l Cear L . ' s : AS r., T, s - R n; vy i'". e w
:.t' ! e i v ' . b :
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" voa Carrollton, Kentucky *

‘Commlsswners ofthe . Byt T ' P
Henry County Water Dlstrlct #2 R I
) PageTwo R i ' et s . ! .
l‘COMPLIANCE AND OTHER MATTERS : f';- o ;;f. e L, 3 ; o

As part of obtammg reasonable assurance about whether Henry County Water*Dlstrlct #2’s fmanclal
statements are free from material misstatement, we performed tests_of ‘its' compllance with certain -
- provisions of laws, regulatlons contracts, and -grant. agreements noncompl;ance W|th whlch could. -
- “have a dlrect and .material effect on the determmatlon of: fmancral statement amounts. However.
providing an opinion on compllance with those provisions: was _notian objectlve of our* audlt and:
accordmgly, we do .not’express such an opinion. , The: results of our, tests: drsclosed an mstance of

‘and which is. descnbed m the accompanymg schedule of, frndlngs and questroned costs as’ Item 201 4-l

- ' TesSponse was not. subjected to. the audltmg procedures. applled 'in the audlt of _the flnanclal

: i statements and accordlngly, we. express no oplmon on 1t T Ce s e

: o T . e T T S
' T PURPOSEOFTHIS REPORT IR U T T : ', L - Lo
L Thewpurpose of this: =report is solely to descrlbe ‘the, scope of our’ testmgr ‘of ! lnternal control

- fcomphance and the results-of that testmg, and'not to provrde an opinion.on thé'effectiveness: of. he .
entity’s mternal contiol or.on compliance. This report is an |ntegral -part .of an audlt performed |n

1

E . ° raccordarice with Government Auditing Standards in ‘considering ithe entity
compllance. Accordmgly, thls communlcatlon is not'suitable’ for any’ other purpose. . . »-«,‘; g
o= 1 - - ) .
' L L o -: “ ot .*".4 _1"-” ‘.‘1'_" .
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March 9 2015
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= noncomphance or other matters that is: requured to’ be reported under: GovemmentAudmng Standards L

v ', accompanylng schedule of fmdmgs and questloned costs Henry County Water District #2’
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: Report on Comphance for Each Major Federal Program o T R RTIEEEE

fi ndmgs and questloned costs Lt : W

Aud:tors.ReSpons.-brhty SRR b

. ’Our responsrblllty is to express an oplmon on compllance for each of Henry County Water Dtstrlct #2 s major federal
-programs based-on our.audit of the types.of compllance requurements referred to above. "‘We conducted our audit of.
By compllance in accordance with: audltmg standards generally accepted inthe! Umted States of. Amenca the: standards ’3.-
- applicable tofinancial audlts contalned in’ Govemment Auditing: Standards, .|ssued by the Comptroller General of the
United.States; and 'OMB Citcular A—1 33 Audrts of States, Local: Governments and’ Non-Profrt Orgamzatrons Those
‘standards and OMB Circular-A-133 reqwre thatwe. plan andfperform the audlt tO'Obtﬂln reasonable assurance;about |
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\ We have audlted Henry County Water D:stnet #2's compliance wnh the types of compllance requnements descrlbedf:n “
the OMB Circutar A- 133 Compliance Supplenientthat could have a direct and material effect ‘on-&ach of Henry County.
AWater Dlstrlct #2's ma}or federal programs for the year ended December 31 2014 Henry County Water«Dlstrlct#Z’ LI
| i

Management's Responsrb.'hty Y ; , e e el R .

. . .‘. N - -, : . ..{r’ Lot :_ T . '. ',, . g i ) .
Management is responsnble for compllance Wlth the - reqmrements ‘of laws regulatlons contracts, apd grants '
applicable to its federal’ programs - , AN T vk

(s

s " . -
Py T ‘ ' L

¢

whéther noncompliance with the types'of- compllance reqmrements referred to above. that could.have a‘directand L5
material effect on a majorfederal program: occurred An audit’ mcludes exammmg, ‘ona test basis; -ewdence about . .. Y

*. Henry County Water District #2's: comphance W|th those reqmrements and performlng such other procedures aswe '

C T e e D s or -

considered- neceSSary ln the clrcumstances. Pl e L R RN , . J

(A

* . ‘_“ iv .
1 : o N

We believe that our audlt prowdes a reasonable basis for our opmlon on‘com pllance fon each major federal program.

* However, our aud:t doesmot prowde a Iegat determlnatlon of: Henrnyounty WaterlDlstrlct #2’s compllance. ol
o Optn.-on on Each. Major Federal Program A -'; T *_f.?' T“-' "‘1 DI ’*1 e - ‘ b 'T“ - T
-~ In sour oplmon ‘Henry- CoUnty Water Dlstrlct #2 complled in. all materlal respects; w:th the types of, compllance o
requirements: referred.to above that could: have a;dlrect and matenal effect on each of 1ts :major federal programs for ...
* the year: ended December 31 2014 et I S T A L A SN PSRN
] - - I

Members Prwate Companies Practice Section of the Amencan Instltute of CPAs
Members - Kentueky Soc:ety of Certlhed Publlc Accountants - . :
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Henry County Water Dlstrlct#z T o _— JE o Cate K
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. Report on Internal Control over Compltance . ' S A T TR
- N ; . H N . N - F‘, f. M T R

Management of Henry County Water Dlstrlct #2148 responsrble for establlshlng and mamtammg effectlve |nternal
control over compllance with the types of compuance requirements: referredsto above..In plannlng and performmg our '
audit of comphance we consrdered Henry County Water District #2's’internal control: over compliance with the types .
of requirements that could have d directand material effect on each major federal program to determme the audltmg '
f . procedures ithat are approprlate in the clrcumstances for the. purpose of’ expressmg an: oplnlon on complrance for.,
each-major'federal program® and to test.and. report :on rnternal contro[ over comphance in accordance with OMB .
Circular A-133, but not'for the purpose of expressmg an oplnlon on the effectiveness., of lnternal .control over
compliance. Accordmgly, rwe do.not" express an opmron on the effectlveness of Henry County Water*D:strlct #2 s . f
i . mternal control over compllance O YU T I R

; . [ S
S T }.i 5

A: def.-c.-ency in rnternai control-cver comphance exrsts when the desrgn or operatlon .of a control over compl:ance . o
[‘ . does not allow management or; employees, in the normal course ‘of performlng their: assrgned functlons fo prevent, or . ‘_
- detect and correct noncompllance with.a, type of compllance reqmrement ofa federal program. ona tlmely basis. A e
materral weakness in mternal control. over com pliance.is a. deflclency, 'or'comblnat on :of défic c:encres, in mternal
- control over, compllance, _such that: there is a reasonable posslblllty that, matenal noncomphance with a type -of
[ comphance requurement of a federal programwill not be prevented ar detected and corrected, on a. tlmely basis. A,
srgmfrcant def;crency in internal-control over comphance is a- def|c1ency, ora comblnatlon of. deflc:encles ininternal . '_
] controlover comphance ‘with atype. of, complrance requirement of a; federal programrthat i5'less severe th’éin a=materra|
[ ‘weakniess ‘in internal control over comphance yet ihportant: enough to merit atte" an by those: charged W|th

governance X e, . . o ' o . 3 ; ot .

- 1 ot r
4 H

- Our conswleratron of lnternal control over compllancewas forthelrmlted:purpose descrlbed in the. flrst paragraph of .
[ this section and was. not ;designed o identify, il deficiencies«in: mternal control, over comphance that! mrght be
material weaknesses or'srgmﬂcant deflclencles. :We did not. ldentlty any defrclencres in‘intérnal control over
comphance thatwe considerto be materral weaknesses. However, materral weaknesses may ex1st that have. not been

‘ » . 1 . - 25
{ ldent|f|ed te e T e e e e o - v R T
. . o~ o . R - . T 5 ". o . . [
- . ,Krs Vi - o N * ' . " . ”;i ,_’ I ‘. _‘,,rl,b ,\‘r . ; r‘”__".

*

The purpose of this report on mternal control over comphance is solely to descrlbe the scope of ourtestmg of :nternal

[ - -control: over compliance: -and the: results .of “that testing based on the requ1rements of OMB Clrcular A-133
Accordtngly, thIS report is not suntable for any other purpose. EICI, NEIN G e ' ’,__.J
-~ . AT T e LT »*?' o Y
[ ids W’QU“H’ “‘w““’d—“ 'OSQ N P A A T L
' - . s ) it MRS L e ' = it . - i
RAISOR ZAPP&WOODS PSC oL ‘,. P - ce T
- i E ; ) P L ol . fomd T P
.- Certified Public Accountants - »_ S S P
! Carrollton, Kentucky R L A Vet T R S
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HENRY COUNTY WATER DISTRICT #2 _
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS .

P . S . For the Year Ended December 31 2014 - ino, o
) . ‘ ; ’. j' R Pass-through ;,"L ' C
. o o . Federal” - Entity ', . " T a0
' ' ' K o .1 ' CFDA; 7 . Identifying.  .Federal-, - :
Federal Grant!Pass through GrantorlProgram or Cluster Title ~“Number'' ‘. Nimber . - Expehditures :
Enwronmental Protectlon Agency ;‘ B . .._(--:-‘;,;; S R ;‘:" . .
.+ -Pass: through Kentuckylnfrastructure Authonty S, RN E

. kCapltallzatlon Grantsﬁfor Clean Water State Revolwng Funds

: 141\
Wt !

"o Tota[ Pass through therKentucky :nfrastr cture Authorlty

D8 -,k1 163 423

Total Emnronmental Protectlon Age ncy ] S’: 1 163 423

‘Totat Expendltures of Federal Awards Ced e e ' _"_‘_s_;.:l‘.:ls3,42_3‘ P

li-u‘ ‘- ae T

NOTES TQ THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

LS R q.

NoteA 5Ba3|s of Presentatlon ;

[y

The accompanymg schedule of expendrtures of federal awards (the Schedu!e) mciudes thef federal vio

* 'grant activity of Henry County Water" Dlstrlct #2 under programs of the federa! government for: the year

’ ended December 31,-2014, and is presented on the. accrual basm of accountmg .The: mformatlon in thrs
schedule is presented in accordance with the requiremerits ‘of OMB Clrcutar Ai33, Audrts.of ‘States, :
© v+ . Local Governments, and Non-Profrt Organrzatrons. Because’ the Schedule presentstonty easelected
e, ,portlon of.the operatlons of the Henry County Water ‘District #2 it is not intended to':.and; ;does\,not R
' ,present the flnanclal posmon, changes in. net posmon or cash flows of Henry County Wate Djst_r'i_ct ﬁ{z.‘.é’

i
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' ,2 Two. deflclencles ll‘l mternal control related to the audlt of ntherflnanclal statements aresreported m the

f .
i, 2o,
‘||1 !
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HENRY COUNTY WATER DlSTRICT #2 . C e
SCHEDULE OF FINDINGS.AND QUESTIONED CO§TS ;jd;j,_ i

LT e For the Year ‘Ended December 31,2014 )
,SUMMARY OF AUDITORSRESULTS SR T I
i .t ‘ 'ri“‘:.i -- P ; ‘!r.‘.-,n. {; a
1. “The auditors’ report expresses anrunmodlfled oplnlon on the fmancial statements of Henry County
- -Water Dlstnct#z s C ,1; e : . :
i . - i : ;. v D oo B 5. ;

Report on lnternal ‘Control Over'Fmancm! Reportmg and'on’ Compllance and Other Matters Based on -
an Audit of: Flnanclal Statemerts Performed in. Accordance with Government Audltmd fStandards )
Items 2014- 001 and 2014 002 were reported as materlal weaknesses g RS SRS :

3 One instance. of .noncompllance materral to the f:nanmal statements of Henry County Water'Dlstnct‘" :
- #2; which would.be required to be reported- in accordance with- Government Audltmg Standards, was\
t * .disclosed., durmg the aud|t as, Item 2014 003. . sy .-_-,*:; ;;- o .‘ L - -

o
R

4 No 5|gn|f|canti

’f"'en_cles lint mternal control over the majore federal award program Were: s
reported: in.the IReport ion . Compllance ,for fEach ‘Major aProgram in on Internal

4

Control over, Compllance requnred by OMB Clrcular A’133 R 5. :

4‘-'

5 The audltors report' on compllance for the _major federal award program for the Henry County Water -
Dlstrlct #2 expresses an unmodlfled opmlon on the ma;or federal program _ ; e

133 are. reported m thrs Schedule ,; o .

[_ K ' "'e'-vThe program tést' d as a ma]or program Wwasy < n r ’ ,

] : ' ST . ,’ S .. - . _ LT N
J o ) Environmental Protectioni‘/Agency: ;. .- [ o S s T st
r I Capltahzat:on Grants for Clean Water A LT ' R _{.;
' A ‘State Revolving: Fuids =~ - ol ‘66=458= R T PR
[ ch 8 The threshold used for dlstlngwshmg between Type A and Type B: programs was $300 000 S «*i
] ' L 5 f.-g' ‘:y-d _'F' ‘ L, L ." ) "J BRI _. -l..u; . -_-' ;’
S ’9 The Henry County Water Drstrlct #2 dld not quahfy as a Iow I‘ISk audltee Y L TR
oo o . . R Ao Tt :
L ' B.". ’FINDINGS FINANCIAL STATEMENTS AUDIT ' ’.2",;; ,.'.‘ i \ P : : g J_-;\'_,‘_ i *.:—'
Jo "GOVERNMENT AUIITING STANDARDS L T
[T o a‘_-DEFICIENCIES IN lNTERNAL CONTROL _ ) ,'.:;--' ’i ]
. hS:
[ r« N e . P’ e, . . - ." ' R b P _‘. “'.
QQM_IO__N__ ‘n?\‘;'.".i—_:h. ‘r'—1 o e ! ";" oaloe ot _:"r‘”'-: . A T‘.‘. v, ! ., l‘;. ,":— ' ':a‘( * - 'a:_ :. ‘::Y.‘;L."-
| Due to the size’ of ‘the entlty, crOSs-trammg ‘and checkmg procedures are not m place for certam ]
7 . administrative’ positions.” This limits intetnial. control.. This: ‘condition ‘was alsd"cited. as.\a matenal
"7 . weakness n_the sc_h_edule of flndmgs and responses for the - year ended December 31, 2013 as, Item 4
|[' 2013-001 ‘.H.‘,_“ o 1 L ' Lor o ‘—::‘- : A —F“ B
i oAl L] D W . iy L
; Internal controls should be in place ‘to provide. management WIth reasonable, but not absolute assurance ?_‘_-

' P ‘that -assets :are . safeguarded agalnst Joss from unauthorized. use or dlsposmon, and allow tlmely

preparatlon of fmanclal data conslstent W|th management assertlons - '; Y T SR
- = - - - - T S ! g .’;
- P . T .,.. Page'24
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: HENRY COUNTY WATERDISTRICT#2. %71 ¢ o .
SCHEDULE OF FINDINGS AND QUESTIONED'COSTS (CONTINUED) RIS ;
. . . For the Year Ended December 31 2014 ¥
FINDINGS FINANCIAL STATEMENTS AUDIT (Contlnued) W 3;', Vo 3
GOVERNMENT AUDITING STANDARDS (Contlnued) “:1 I '
DEFICIENCIES N |NTERNAL CONTROL (Contlnued) . |
2014-002 FAILURE TO'PREPARE COMPLETE SET OF FINANCIAL STATEMENTS INCLUDING REQUIRED
NOTE DISCLOSURES (Contlnued) i i
RESPONSE PR o .'_ Lo ": ', I

L 1 o

The outsourclng of thls ser\nce is afresult Of management's cost beneflt declsmn fo avoi ]
internal resource. costs:’ "We concur With the wrecommendation and will contlnue to’ lmprove our. Overatl Pt
accountmg knowledge in-performing our OverS|ght responsibilities: We:are ‘aware:of, our responsrbllltles

for the Fi nancral statements We have: re\newed and approved the flnancral statements as present d T
: COMPLlANCE ARND OTHER MATTERs 20 i L ."l Bt i IR
[: ) 2014—003 VIOLATION OF KRS 424 260 N RN , E R . ; " ;
o CONDITION R A oy L " o E
[ : The Henry‘COunty Water District #2 “drd'not advertrsexfor bids On certam matenals, supphes, eqmpment
. or-services.: This condltlon Wwas also clted as an mstance of noncomphance. material: to .the financial
L ._
E ‘ .KRS"-4'24.26 'E;mres dlstncts to |mplement procedures tO ascertaln that : A
'than $20, 000 is properly bld N N A . '
© CAUSE: ;‘ g I P S S
[- ‘ L P‘ro(cedures were: not fOllowed regardlng Kentucky Rewsed Statutes - ’|‘ ' ¢ . . ; o ,!
N S R A '_ R S S
ki i Ohodsl and serv;ces may not be- purchased at the most & mpetltwepnﬂce ‘ M "*‘j}'; SRS !
[ T‘M L -}',,j Vel o ! " AOBRERY
' The Dlstnct’s management should rev:ew purchases fo ;".. ' ‘ t S
L i The lpurchase that’ was determmed -as: not followmg KRS 424 260 was conhsrdered by the Commtssroners
[- _to'be.an emergency purchase ‘but: was ‘not.: documented’ as- such.” We will. strlve ‘o’ properly document ;
purchases ‘deemed emergency purchases and thereforeenot«subject to adVertlsement for bid.i in: the future f
[J c. FINDINGS AND QUESTIONED cosrs MAJOR FEDERAL!AWARD RROORAMS AUDIT : “ “" AR
R ' ’SIGNIFICANT DEFICIENCIES : ’ s ¥ ‘
""‘-"c;oﬁ".blianéé-ir-'—,"f‘fl“'}'”‘jf’ , - J ﬁ ¢ L
\ | M Wl ) B ‘ ";}:'i PN 0T “Page 26
. £ M . * T
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KENTUCKY INFRA'STRUCTURE AUTHORITY
Steven L. Beshear 1024 Capital Center Drive, Suite 340 John E. Covington I

Frankfort, Kentucky 40601 Executive Director
Governor Phone (502) 573-0260

Fax {502) 573-0157

http:/ikia.ky.gov R EC E EVE

FEB 26 2016

October 2, 2014 : - PUBLIC SERVICE
COMMISSION

James T. Simpson, Chief Operating Officer
Henry County Water District #2

P.O. Box 219

Campbellsburg, KY 40011

KENTUCKY INFRASTRUCTURE AUTHORITY
FEDERALLY ASSISTED DRINKING WATER REVOLVING LOAN FUND
CONDITIONAL COMMITMENT LETTER (F15-014)

Dear Mr. Simpson:

The Kentucky Infrastructure Authority (“the Authority”) commends your efforts to
improve public service facilities in your community. On October 2, 2014, the Authority
approved your loan for the U.S Highway 42 Storage Tank project subject to the
conditions stated below. The total cost of the project shall not exceed $3,254,000 of
which the Authority loan shall provide $2,800,000 of the funding. Other anticipated
funding for the project is reflected in the followirig attachments. The final loan amount
will ‘be equal to the Authority's portion of estimated project cost applied to the actual
pro;ect cost. Attachments incorporated herein by reference fully describe the project.

An Assistance Agreement will be executed between the Authority and the Henry County
Water District #2 upon satisfactory performance of the conditions set forth in this letter.

A period of twelve months from the date of this letter (October 2, 2015), will be allowed

for you to meet the conditions set forth in this letter and enter into an Assistance
Agreement. A one-time extension of up to six months may be granted for applicants
that experience extenuating circumstances. Funds will be available for dlsbursement .
only after execution of the Assistance Agreement.

The Assistance Agreement and this commitment shall be subject, but not limited to, the
following terms;

1. The Authority project loan shall not exceed $2,800,000.

KentuckylnbridledSpirit.com K%;iquzzb‘smnmy An Equal Opportupity Employer M/F/D



James T. Simpson
Qctober 2, 2014

Page 2
2.,

3.

10.

Principal forgiveness does not apply for this loan.

The loan shall bear interest at thé- rate of 1.75 pecent per annum
commencing with the first draw of funds.

The loan shall be repald over a period not to exceed 20 years from the
date the loan is closed.

Interest shall be payable on the amount of actual funds received. The first
payment shall be due on June 1 or December 1 immediately succeeding
the date of the initial draw of funds, provided that if such June 1 OF.
December 1 shall be less than three months since the date of the initial
draw of funds, then the first interest payment date shall be the June 1 or
December 1 which is at least six months from the date of the initial draw-of
funds. Interest payments will be due each six months thereafter until the
loan is repaid.

Full principal payments will commence on the appropriate June 1 or
December 1 within twelve months from initiation of operation. Fuill

-payments will be due each six months thereafter until the loan is repaid.

A loan servicing fee of 0.25% of the annual outstanding loan balance shall
be payable to the Authority as a part of each interest payment.

Loan funds will be disbursed after execution of the Assistance Agreement
as project costs are incurred.

The Authority loan funds must be expended within six months of the
official date of mitlatlon of operatlon

Fund “F” loan funds may be consudered to be federal funds. OMB Circular
A-133, “Audits of States ‘Local Governments ‘and Non-Profit
Orgarniizations, requnres that -all recipients and subrecipients expending
$500,000 or more in a year in federal -awards must have a single or
program-specific audit conducted for that year in accordance with the
Circular. If the federal amount eéxpended plus all other federal furids .
expended exceeds the threshold, you are required to arrange for an A-133
audit. to be performed by an independent, licensed CPA, or in special
cases, the Auditor of Public Accounts of the Commonwealth of Kentucky.
Please note that the guidance for single audit requirements will change for
calendar or-fiscal years beginning after December 26, 2014. Please
consult with your independent auditor as soon as possible to understand
how the changes will affect you. -



James T. Simpson
October 2, 2014
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11.

The Authority requires an annual financial audit to be performed for the Irfe
of the loan. _

The following is a list:of the standard condrtrons to be satisfied prior to execution of the
Assistance Agreement or mcorporated in the Assistance Agreement. Any required
documentation must be submitted to the party desrgnated

1.

The 'Authorjty to Award (bld); package must be submitted to the Division of
Water for approval within 14 days of bid opening.

The Assistance Agreement must be executed within six (6) months from
bid openrng

Documeéntation of final funding commitments from all parties other than
the Authority as reflected in the credit analysis shall be provided prior to
preparatlon of the Assrstance Agreement and disbursement of the loan
monies. 'Rejections -of ‘any anticipated project funding shall be
immediately reported and may cause this loan to be subject to further
eonsideration

The loan must undergo revrew by the Capltal Projects and Bond Oversight
Committee of the Kentucky Legislature prior to the state's execution of the
Assistance Agreement. The committee meets monthly on the third
Tuesday At this time we know of no further submission required for their

review; however, they may request information as needed.

Any. required .adjustment in utility service rates shall be adopted by
ordinance, municipal order or- resolution by the appropriaté governing
body of the Borrower. Public hearings as required by law shall be held
prior to the adoption of the service rate ‘ordinance, order, or resolution.

Any required approvals by the Kentucky Public Service Commission shall
be obtained.

The Borrower must complete and return to the Authority the attached
“Authorization for Electronic Deposit of Vendor Payment” Form.

An environmental review shail be conducted by the Division of Water for
all construction projects receiving DWSRF funds, within the term of this
binding-commitment and prior to project.bid.

Technical plans and specifications and a complete DWSRF specifications
checklist shall be approved by the Division of Water prior to project bid.
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James T. Siméson
October 2, 2014
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10.

11.

12.

13.

14,

15.

All easements or purchases of land shall be completed prior to
commencement of construction. Clear Site Certification of all land or
easement acquisitions shall be provided to the Division of Water. - DOW
representatives shall be notified for attendance of the pre-construction
conference.

Project changes or additions shall require a complete environmental and
change order review before they can be included in the DWSRF loan
project.

Applicant must provide certification from their legal counsel stating that
they have prepared construction specifications in accordance with all
applicable state or federal wage rate laws, and that the procurement
procedures, including those for- construction, land, equipment and
professional services that are a part of the project, are in compliance with
applicable federal, state and local procurement laws.

The Borrower shall comply with all Davis Bacon related monitoring and
reporting and require all contractors to pay wages pursuant to applicable
prevailing wage rates (federal or state) for all work relating to the subject
Project.

The project shall comply with the reporting requirements of the
Transparency Act, and shall complete the attached Transparency Act
Reporting Information Form and provide to the Authority no later than 30
days after the KIA Board approval date of your loan.

If the project has a “Green Reserve” component, the Borrower must
submit a Business Case, if required.

The project shall comply with American lron and Steel requirements of
The Consolidated Appropriations Act of 2014 (H.R. 3547), which became-.
effective January 17, 2014, unless engineering pians and specifications
were approved by the Division of Water prior to the effective date.

Any special conditions stated in the Project Review attachment must be resolved.



James T. Slmpson
October 2, 2014
Page 5

Please inform the Authonty of any changes in your financing plan as soon as possmle
We wish you every success for this project which will benefit both your community and
the Commonwealth asa whole

John Covington, 1lI !
Executive Director -

Attachments

cc: .James T Simpson, Henry Co Water District #2
Herbert Lemaster, P.E., Tetra Tech, Inc
Division‘of Water
Dirk Bedaiff, Peck, Shaffer & Williams LLP
~ State Local Debt Office, DLG _ \ : ; -
Borrower File - Henry County Water District #2 - F15-014 ' Do

DDA

Please sign and return a copy .of- this. Ietter indicating - your - acceptance of. thls :
commitment-and its tefms. Also attach the completed “Authorization for Electromc
Deposit of Vendor. Payment” Form.

Rl

" Date




