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DEL - 1 2008 COMMONWEALTH OF KENTUCKY 

PUBLIC SERVICE 
cnhmnwnhi BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 

THE APPLICATION OF THE LEDBETTER 
WATER DISTRICT FOR APPROVAL OF 
INCREASED RATES FOR WATER SERVICE 

1 

) 
) CASE NO. 2 0 0 8 - M %  

STATEMENT AND NOTICE 

Ledbetter Water District ("Ledbetter"), by counsel, pursuant to KRS 273.180 and 

KRS 278.1 90, hereby petitions the Commission for approval of a proposed increase in 

its water rates and charges. In support of its application, Ledbetter respectfully states 

as follows: 

I. Ledbetter is a non-profit water district that has been engaged in the 

distribution and sale of water. It currently provides water service to approximately 1,237 

customers in Livingston County in Kentucky. Ledbetter is organized under KRS 

Chapter 74. Ledbetter's principal office, place of business, and mailing address is 1483 

US. 60 West, P.O. Box 123, Ledbetter, Kentucky 42058. 

2. The proposed increase in the rates and charges is necessary for 

Ledbetter to meet its operating expenses, to maintain financial viability, and to continue 

to provide adequate service. 

3. As authorized by KRS 278.192 ( I ) ,  and for the purpose of justifying the 

reasonableness of the proposed general increase in rates, Ledbetter has utilized an 

historical test period consisting of the twelve (1 2) consecutive calendar months ending 

December 31,2006. 



4. Ledbetter's annual reports are on file with the Public Service Commission 

as required by 807 KAR 5:006, Section 3( 1). 

5. Ledbetter hereby gives notice to the Public Service Commission of the 

adjustment of its rates to those rates set forth in Exhibit No. 1 in the filing requirements. 

The proposed rates will result in increased annual revenues of $71,024 which is an 

increase of g8.5 percent over normalized revenues from water sales of $383,920, 

6. The proposed tariffs (Exhibit No. 1) are shown in comparative form on the 

same sheets, side by side, and those comparative sheets are identified as Exhibit No. 2 

in the filing requirements. 

7. Ledbetter has complied with 807 KAR 5:Qll, Section 8, (2) (b) and 807 

KAR 5:001, Section IO, (3) and (4), by publishing, in a newsletter going to all 

customers, a copy of the Notice identified as Exhibit No. 8 in the filing requirements, 

said publication having been mailed on November 26,2008. 

8. A copy of this filing has been mailed to the Utility Intervention and Rate 

Division of the Attorney General's office of the Commonwealth of Kentucky. 

9. As required by 807 KAR 5:001, Section 10, (4), (f), Ledbetter will post a 

copy of its Customer Notice (Exhibit No. 8) at its place of business on November 26, 

2008, and it will remain posted until the Public Service Commission has determined 

Ledbetter's rates. 

I O .  The list of the documents filed in support of Ledbetter's application for 

approval of the proposed adjustment of rates or the explanation for their absence is 

contained in the Filing Requirement Index. 
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WHEREFORE, the Applicant, Ledbetter Water District requests that the Public 

Service Commission of Kentucky grant to the Applicant its proposal to increase its rates 

and charges as set forth in this Petition. 

Dated at Ledbetter, Kentucky this November 25,2008. 

LEDBETTER WATER DISTRICT 

saos. 
Chairman 

LAW FIRM OR ATTORNEY 

Courthouse- 
P.O. Box 97 
Smithland, Kentucky 42081 
(270) 928-2880 
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COMMONWEALTH OF KENTUCKY ) 
)SS 

COUNTY OF LIVINGSTON ) 

The undersigned,PhilliP Day being duly sworn, deposes and states he is the 
Chairman of the Ledbetter Water District, Applicant, in the above proceedings, that he 
has read the foregoing Application and has noted the contents thereof; that the same is 
true of his own knowledge, except as to matters which are there in stated on information 
or belief, and as to those matters, he believes same to be true. 

IN TESTIMONY WHEREOF, witness the signature of the undersigned on this 
-3 ,2008 

(zPLYL$Q %mL 
, Chairman 

Ledbetter Water District 

Subscribed and sworn to before me by P h i l l i p  D a e  , Chairman of the 

My Commission Expires nnrnmhoT.r 1r,2009 

Ledbetter Water District, on thismv. 25,,2008 

In and f& said County and State 
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Ledbetter Water District 

Proposed Tariff 



FOR .edbeller 8 Weslsin L,vinqston Counly 
Cornmunily. TOW or C ty 

P S C  KY NO 

SHEET NO 

Ledbetter Water District 

(Name of Utility) SHEET NO 

CANCELLiNG P S C KY NO 

RATES 

Monthly Rates 
CUSTOMER CHARGE 
First 25,000 gallons 
Over 25,000 gallans 

$6.59 Monthly Rate 
$5.42 Minimum bill 
3.59 per 1,000 gallons 

DATE OF ISSUE 
Month / Dale / Year 

DATE EFFECTIVE 
Month / Date / Year 

ISSUED BY 
(Signalure of Officer) 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE 
COMMISSION 

IN CASE NO DATED 



FOR: Ledbetter 8 Western Livinqston County- 
Community. Town or City 

P S C  KY NO 

SHEET NO 

Ledbetter Water District 

(Name of Utility) -SHEET NO 

CANCELLING P S C KY NO 

RATES 

F LEAK ADJUSTMENT RATE: 

The rate for a leak adjustment shall be the last volumetric rate step in the declining 
block rate design of the current rate structure 

See Leak Adjustment Policy in Rules and Regulations. The customer will pay hislher 
average bill for the previous 6 months and all usage over the average is billed at the 
Leak Adjustment Rate 

G. WHOLESALE WATER RATES: 
Not Applicable 

H. FIRE SPRINKLEWSYSTEM RATES: 
Not Applicable 

DATE OF ISSUE 
Month / Date / Year 

DATE EFFECTIVE 
Month / Date / Year 

ISSlJED BY 
(Signature of Officer) 

TITLE 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE 
COMMISSION 
IN CASE NO DATED 



FOR Leaoelier 8 Western Lwnqslon Counlv 
Cornrnun l y  T o m  or C 1) 

Ledbetter Water District 

P S C  KY NO 

SHEET NO. 

CANCELLiNG P S C KY NO. 

(Name of Utility) SHEET NO. 

RATES 

D. SPECIAL NON-RECURRING CHARGES 

ConnectionTTurn-on Charge 
ConnectionRurn-on Charge (After Hours) 
Field Collection Charge 
Late Payment Penalty 
Meter Relocation Charge 
Meter Re-read Charge 
Meter Test Charge 
Re-connection Charge 
Re-connection Charge (After Hours) 
Returned Check Charge 
Service CalVlnvestigation 
Service Call/lnvestigation (After Hours) 

25 00 
40.00* 
25.00 
10% 
Actual Cost 
25.00 
25.00 
50.00 
65.00* 
35.00 
25.00 
40.00* 

*NOTE-Regular working hours for the utility's Maintenance Staff is 7:30 am to 3:30 pm 
Monday through Friday, excluding holidays. Upon customer request, and subject to 
availability of Maintenance Staff, services may be performed outside regular working 
hours at the after hours rate. 

DATE OF ISSUE 
Month / Date / Year 

DATE EFFECTIVE 
Month / Date / Year 

ISSUED BY 
(Signature of Officer) 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE 
COMMISSION 

IN CASE NO DATED 



Ledbetter Water District 

Stri ke-Thraug h Tariff 



FOR' Ledbetter 8 Weslern L i m q S l O n  CoLniy 
CommLnity T o m  or City 

P S C  KY NO 

SHEET NO 

Ledbetter Water District 

(Name of Utility) SHEET NO 

CANCELLING P S C KY NO. 

RATES 

Monthlv Rates 
CUSTOMER CHARGE 
First 25,000 gallons 
Over 25,000 gallons 

$6.59 Monthly Rate 
$5.42 Minimum bill 

3.59 per 1,000 gallons 

DATE OF ISSUE 
Month I Date / Year 

DATE EFFECTIVE 
Month / Date / Year 

ISSUED BY 
(Signature of Officer) 

TITLE 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE 
COMMISSION 

IN CASE NO DATED 



FOR Ledbetter & Western Livingston County 
Community, Town or City 

P S C  KY NO 

SHEET NO., 

Ledbetter Water District 

(Name of Utiiity) SHEET NO. 

CANCELLING P . S C  KY NO. 

RATES 

F. LEAK ADJUSTMENT RATE: 

The rate for a leak adjustment shall be the last volumetric rate step in the declining 
block rate design of the current rate structure. 

See Leak Adjustment Policy in Rules and Regulations. The customer will pay hidher 
average bill for the previous 6 months and all usage over the average is billed at the 
Leak Adjustment Rate. 

G. WHOLESALE WATER RATES: 
Not Applicable 

H. FIRE SPRlNKLERlSYSTEM RATES: 
Not Applicable. 

DATE OF ISSUE 

DATE EFFECTIVE 

Month / Date I Year 

Month / Date I Year 

ISSlJED BY 
(Signature of Ofricer) 

TITLE 

BY AUTHORITY OF ORDER OF THE PUBL.IC SERVICE 
COMMISSION 

IN CASE NO. DATED 



FOR: Ledbetter & Western Livinqslon Counhl 
Community. Town or City 

P S C  KY NO 

SHEET NO. 

Ledbetter Water District 

(Name of Utility) SHEET NO, 

CANCELLING P S C KY NO. 

RATES 

D. SPECIAL NON-RECURRING CHARGES 

ConnectionRurn-on Charge 
ConnectionRurn-on Charge (After Hours) 
Field Collection Charge 
Late Payment Penalty 
Meter Relocation Charge 
Meter Re-read Charge 
Meter Test Charge 
Re-connection Charge 
Re-connection Charge (After Hours) 
Returned Check Charge 
Service Callhvestigation 
Service Callllnvestigation (After Hours) 

25.00 
40.00* 
25.00 
10% 

Actual Cost 
25.00 
25.00 
50 00 
65.00* 
2S3Q 
25.00 
40.00" 

35.00 

*NOTE-Regular working hours for the utility's Maintenance Staff is 7:30 am to 3:30 pm 
Monday through Friday, excluding holidays. Upon customer request, and subject to 
availability of Maintenance Staff, services may be performed outside regular working 
hours at the after hours rate. 

DATE OF ISSUE 
Month / Dale / Year 

DATE EFFECTIVE 
Monlh / Dale / Year 

ISSUED BY 
(Signature of Officer) 

TITLE 

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE 
COMMISSION 

IN CASE NO DATED 



LEDBETTER WATER DISTRICT 
STATEMENTS OF NET ASSETS 

As of December 3 1.2006 

ASSETS 

CURRENT ASSETS 
Ilnrestricted cash 
Restricted cash and cash equivalents 
Accounts receivable 
Other current assets 

CAPITAJ., ASSETS 
Utility plant in service 
Less accumulated depreciation 

Total assets 

LIABILITIES 

C L m T  LIABILITIES 
Bonds and notes payable 
Accounts payable, trade 
Other accrued expenses and current liabilities 

NON CURRENT LIABILITIES 
Water district (revenue bonds) 

Total liabilities 

NET ASSETS 
Invested in capital assets, net of related debt 
R.estricted for debt service 
Unrestricted 

Total net assets 

$ 52,811 
43,280 
26,261 

_._ 4,403 
126,155 

1,931,100 
(930,190) 

1,006,9 10 

$ 1,133,665 

$ 23,000 
12,318 
69,682 

105,000 
~~ 

2 15,000 

$ 320,000 

$ 734,113 
43,280 
35,612 

$ 813,665 
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Led better Water District 

COST OF SERVICE STUDY 



Total 

Allocation Percentages 

$1,937,100 $1,662,136 $274,964 

100% 85.8% 14.2% 



I I I I I Allocation of Depreciation 

Total $930,190 1 $806,778 1 $123,412 

Source: PSC Annual Report 2006 



Total Operating Expenses I $377,854 1 $120,845 /$162,119 I $94,890 
Source: Field Review 2007 8 2008 



Operation & Maintenance 
Debt Service’ 

Total Commodity Demand Customer 
$377,854 $1 20,845 $162,119 $94,890 

40,710 34,929 5,781 
Depreciation‘ 46,360 I 

I I I I 
Revenue Required from Rates I $442,313 I $120,845 I $223,640 I $97,828 

40,194 1 6,166 

NOTES: 
’Debt Service has been allocated on a percentage from the Plant Value Allocation Sheet. 
Depreciation has been allocated on a percentage from the Depreciation Allocation Sheet 2 

Interest Income 
Other Operating Revenue 

(1,055) (1.055) 
(21,556) (1 3,602) (7,954) 



Customer First 25,000 
Total Charge gallons 

Actual Water Sales: 
57,787,525 

Percent 100% 86.7% 
Thousand Gallons 66,676,275 

~ 

Weighted Sales for Demand: 1 
I 

Thousand Gallons I 124,463,800 1 
__ 

Over 25,000 
gallons 

8,888,750 
13.3% 

Allocation of Volumetric 
costs: 

Commodity 
Demand 
Customer 

Total 

$120,845 $104,773 $16,072 
223,640 207,762 15,878 

$ 442,313 $97,828 $312,535 $31,950 
97,828 97,828 

Number of Bills 

COSS Rates 

14.844 

$6.59 $5.42 $3.59 



Verification of Rates 
I I I I I 

Bills 
Customer Charge 14,844 
First 25,000 gallons 
Over 25,000 gallons 



Water Sales-I ,237 cust $354.828 I $7,536 I $433.388 

Other Op. Rev. 
Total Revenues 

Calculation of Revenue Requirement and Increase: 
$ 4 15,289 - Adjusted Operating Expenses 

40,710 - 1 2 x DSC of $33,925 
$ 455,999 - Revenue Requirement 
($ 383,920) -Less Adjusted Revenue 
($ 
5 

1,055) - Less Unrestricted interest Income 
71,024 - Required Increase (18.5% increase) 

$71,024 
$42,760 ($21,204) $21,556 

$397,588 $57,356 A $454,944 

Explanatory Notes: 

A. Normalized Revenues as determined by Commission Staffs billing analysis, including the proposed 
increase of $7 1,024 

Taxes Other Than Inc. 
Total Operating Exp. 
Net Operating Income 

Interest Income 
Interest Expense 
Net Income 

$7,850 1 0  $9,973 N $9,973 
$425,294 ($1 0,005) $415,289 
($27,706) $67,361 $39,655 

$1,055 0 $1,055 
($1 1,990) $2,065 0 ($8,925) 
($38,551) $31,785 



B Employee Salaries were adjusted to reflect proforma salaries allocated 60% to water operations and 
40% to sewer operations. calculated as follows: 

Total $205,927.76 $100,229.34 $200,458.68 $212,174.52 
Water at 60% $127,305 
Sewer at 40% $84,869 

C. Officers’ Salaries were adjusted to allocate $5,100 of proforma expense 60% to water operations (or 
$3,060) and 40% to sewer operations 

D. Employee Benefits Expenses were adjusted to reflect a proforma expense level of $76,331 64 at 
September 2008, which when allocated 60% to water operations equals $45.799,, 

E. Purchased Water Expense was adjusted to reflect normalized purchases of 39,090,838 gallons at the 
current purchased water rate of $2,20 per thousand gallons 

F. Purchased Power Expense was adjusted to reflect increased expense based upon increased 
proforma volumes of water produced based upon normalized sales, at a factor of 1 0401674, 

G. Chemicals Expense was adjusted to reflect increased expense based upon increased proforma 
volumes of water produced based upon normalized sales, at a factor of 1.0407674 

H. Materials and Supplies Expense was adjusted to remove four nonrecurring or capital items totaling 
$9,112 from expenses. Recovery of these expenditures has been allowed over a multi-year period in 
amortization or depreciation expense, as follows: 

I. Contractual Services Engineering Expense was adjusted to reclassify $350 of expense from this 
account to Contractual Services Accounting Expense 

J. Contractual Services Accounting Expense was adjusted to reclassify $350 of expense to 
Contractual Services Accounting Expense from Contractual Services Engineering Expense 



K. Contractual Services Other Expense was adjusted to remove contractual meter reading expense 
payments of $.10.812, with that work now being absorbed by district employees 

L. Depreciation Expense was adjusted for two items totaling $440., First, this expense was reduced by 
$21 to reflect normalized expense based on plant at the end of 2006 Second, expense recovery of $461 
was allowed over a multi-year period for three expenditures removed from Materials and Supplies 
Expense 

M. Amortization Expense was adjusted by two items. The first was a three-year amortization of $667 to 
allow recovery for the $2,000 tank inspection expenditure removed from Materials and Supplies Expense 
over a three-year period. The second was a 10-year amortization of $7,850 to allow recovery of an 
estimated expenditure to do interior painting of two water storage tanks, which are in need of immediate 
attention, 

N., Taxes Other Than Income Expense was adjusted to reflect FICA tax of 7 65% on the employees' 
and officers' salaries allocated to water operations of $130.365., 

0. Interest Expense was adjusted to reflect proforma expense due in 2009. 



Ledbetter WD Exhibit 4 Revised 2006 Adjustments 
Water Sales-l,237 cust. $354,828 $7,536 
Other Op. Rev. $42,760 ($21,204) 
Total Revenues $397,588 ($13,668) 

Ref. Adjusted 
$362,364 
$21.556 

A $383,920 

Explanatory Notes: 

A. Normalized Revenues as determined by Commission Staffs billing analysis 

B. Employee Salaries were adjusted to reflect proforma salaries allocated 60% to water operations and 
40% to sewer operations, calculated as follows: 

Interest Income 
Interest Expense 
Net Income 

$1,055 0 $1,055 
($1 1,990) $2.065 0 ($8,925) 
($38,551) ($39,239) 



Employee Total 2006 z of 2008 Annuallzed Proforma 
- 2008 (2x) 

I I 1 

Office 
Office Manager 
Office Clerk 
Total Office 

$17,283.40 
514,653.06 

$54,932.46 $31,936.46 $63,872.92 $63,872.92 

C. Officers’ Salaries were adjusted to allocate 55,100 of proforma expense 60% to water operations (or 
$3.060) and 40% to sewer operations 

D. Employee Benefits Expenses were adjusted to reflect a proforma expense level of 576,331 64  at 
September 2008, which when allocated 60% to water operations equals 545,799 

E. Purchased Water Expense was adjusted to reflect normalized purchases of 39,090,838 gallons at the 
current purchased water rate of 52 20 per thousand gallons 

F., Purchased Power Expense was adjusted to reflect increased expense based upon increased 
proforma volumes of water produced based upon normalized sales, at a factor of 1 .,0401674 

G. Chemicals Expense was adjusted to reflect increased expense based upon increased proforma 
volumes of water produced based upon normalized sales, at a factor of 1.0401674 

ti. Materials and Supplies Expense was adjusted to remove four nonrecurring or capital items totaling 
$9,112 from expenses Recovery of these expenditures has been allowed over a multi-year period in 
amortization or depreciation expense, as follows: 

Vendor Date Amount Est. Life (yrs.) Amortization 
McKeel Equip. 1/5/2006 $4,259.20 50 

Midwest Meter 10/9/2006 51,948.00 10 
Yates Tank 11/10/2006 $2,000.00 3 $666.67 
Total $9,112.20 $666.67 

G&C Supply 412112006 $905.00 5 

Depreciation 
585.18 

$1 81 .oo 
$194.80 

$460.98 

I. Contractual Services Engineering Expense was adjusted to reclassify $350 of expense from this 
account to Contractual Services Accounting Expense 

J. Contractual Services Accounting Expense was adjusted to reclassify 5350 of expense to 
Contractual Services Accounting Expense from Contractual Services Engineering Expense 

K. Contractual Services Other Expense was adjusted to remove contractual meter reading expense 
payments of 510,812, with that work now being absorbed by district employees 



L. Depreciation Expense was adjusted for two items totaling $440. First, this expense was reduced by 
$21 to reflect normalized expense based on plant at the end of 2006 Second, expense recovery of $461 
was allowed over a multi-year period for three expenditures removed from Materials and Supplies 
Expense., 

M. Amortization Expense was adjusted by two items, The first was a three-year amortization of $667 to 
allow recovery for the $2,000 tank inspection expenditure removed from Materials and Supplies Expense 
over a three-year period The second was a 10-year amortization of $7,850 to allow recovery of an 
estimated expenditure to do interior painting of two water storage tanks, which are in need of immediate 
attention. 

N. Taxes Other Than Income Expense was adjusted to reflect FICA tax of 7.,65% on the employees' 
and officers' salaries allocated to water operations of $130,365., 

0. Interest Expense was adjusted to reflect proforma expense due in 2009 
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Ledbetter Water District 

Billing Analysis 

Current Rates 



Billing Analysis for: Ledbetter Water District 
Meter Size: 5/8 inch 
Test Period From: January through December 2006 

FIRST NEXT 
USAGE BILLS GALLONS 25,000 25,000 

FIRST 25,000 14762 55,737,525 55,737,525 
OVER 25,000 82 10,938,750 2,050,000 8,888,750 

14844 66,676,275 57,787,525 8,888,750 

REVENUE BY RATE 
INCREMENT 

BILLS GALLONS RATE REVENUE 
FIRST 25,000 57.787.525 $4 42 $255,421 
NEXT 25,000 8,888,750 2 98 26,488 

Customer Charge 0 14844 0 5 42 80,454 
TOTAL 14844 66,676,275 $362,364 



Ledbetter Water District 

Billing Analysis 

Proposed Rates 



Billing Analysis for: Ledbetter Water District 
Meter Size: 5/8 inch 
Test Period From: January through December 2006 

FIRST NEXT 
USAGE BILLS GALLONS 25,000 25,000 

FIRST 25,000 14762 55,737,525 55,737,525 
OVER 25,000 82 10,938,750 2,050,000 8,888,750 

14844 66,676,275 57,787,525 8,888,750 

REVENUE BY RATE INCREMENT 

BILLS GALLONS RATE REVENUE 
FIRST 25,000 57,787,525 $5 42 $313,208 
OVER 25,000 8,888,750 3 59 31.91 1 

Customer Charge 14844 6.59 97,822 
TOTAL 14844 66,676,275 $442,941 



Comparison of Rates 
Ledbetter Water District 

I I I I 

28.27 22.4% 

I I I I 
I cost of I 

4,000 23.10 I 
5,000 
6,000 
7,000 
8,000 
9,000 

27.52 33.69 6.17 22.4% 
31.94 39.1 1 7.17 22.4% 
36.36 44.53 8.17 22.5% 
40.78 49.95 9.17 22.5% 
44.20 54.20 10.00 22.6% 

Block Usage 

Customer Charge 
First 25,000 gallons 
Over 25,000 gallons 

-. -. 
[:Effect-& Customerii&rage .. Bill - 5,000 Gallons=] . --- - 

cost of 
Current Rates Service 

Rates 
$5.42 $6.59 
4.42 5.42 
2.98 3.59 

Proposed 
Rates Current Rates 

$33.69 I $6.17 I 22.40% $27.52 1 

Amount % 
Increase Increase 



Led better Water District 

Non-Recurring Charges 



NONRECURRING CHARGE COST JUSTIFICATION 

Type of Charge: RETURNED CHECK CHARGE 

1. Field Expense: 

A. Materials (Itemize) 

6. Labor (Time and Wage) 

Total Field Expense 

2. Clerical and Office Expense 

A. Supplies 

6. Labor 

Total Clerical and Office Expense 

3. Miscellaneous Expense 

A. Transportation 

6. Other (Itemize) 

BANK CHARGE 

Total Miscellaneous Expense 

Total Nonrecurring Charge Expense 

$ 0.00 

$ 0.00 

$ 5.00 

20.00 

$ 25.00 

$ 

10.00 

$ 10.00 

$ 35.00 

nrcjust.doc - August 13, 2007 



Led better Water District 

Public Notice 



NOTICE 

Ledbetter Water District has filed an application with the Public Service Cornmission to 
increase its rates for water service. The proposed effective date of the change is 
January 1,2009. 

Monthly Rates Current Proposed % Increase 
Customer Charge $5.42 $6.59 Monthly Rate 21.6% 
First 25,000 gallons 4.42 5.42 Minimum bill 22.6% 
Over 25,000 gallons 2.98 3.59 per 1,000 gallons 20.5% 
Leak Adjustment Rate 2.20 3.59 per 1,000 gallons 63.2%* 
(*Note: The Leak Adjustment rate shall be the last volumetric rate step in the declining 
block rate design of the current rate structure.) 

The monthly bill for a customer using an average of 5.000 gallons per month will 
increase $6.17 from $27.52 to $33.69 or 22.4%. 

Non-Recurrinq Charqe Current Proposed % Increase 
Returned Check Charge $25.00 $35.00 40.0% 

The rates contained in this notice are the rates proposed by Ledbetter Water District. 
However, the Public Service Commission may order rates to be charged that differ from 
these proposed rates. Such action may result in rates for customers other than the 
rates included in this notice. 

Any corporation, association, body politic or person my request leave to intervene by 
motion within 30 days after notice of the proposed rate changes is given. The motion 
shall be submitted to the Public Service Commission, 211 Sower Boulevard, Frankfort, 
Kentucky 40602, and shall set forth the grounds for the request including the status and 
interest of the party. Intervenors may obtain copies of the application and testimony by 
contacting Ledbetter Water District at 1483 US HWY 60 West, Ledbetter, KY 42058 or 
the Public Service Commission, 21 1 Sower Boulevard, Frankfort, Kentucky 40602, 
(502) 564-3940. A copy of the application and testimony shall be available for public 
inspection at the utility's offices. 
Ledbetter Water District 



NEWSLETTER 

Public Notice of Rate Increase 
Copy mailed to every customer on 11/26/2008 



NOTICE 
Ledbetter Water District has filed an application with the Public Service Commission to 
increase its rates for water service. The proposed effective date of the change is 
January 1,2009. 

Monthlv Rates Current Proposed % Increase 
Customer Charge $5.42 $6.59 Monthly Rate 21.6% 
First 25,000 gallons 4.42 5.42 Minimum bill 22.6% 
Over 25,000 gallons 2.98 3.59 per 1,000 gallons 20.5% 
Leak Adjustment Rate 2.20 3.59 per 1,000 gallons 63.2%* 
("Note: The Leak Adjustment rate shall be the last volumetric rate step in the declining 
block rate design of the current rate structure.) 

The monthly bill for a customer using an average of 5,000 gallons per month will 
increase $6.17 from $27.52 to $33.69 or 22.4%. 

Non-Recurrins Charse Current Proposed 
Returned Check Charge $25.00 $35.00 

% Increase 
40.0% 

The rates contained in this notice are the rates proposed by Ledbetter Water District. 
However, the Public Service Commission may order rates to be charged that differ from 
these proposed rates. Such action may result in rates for customers other than the 
rates included in this notice. 

Any corporation, association, body politic or person my request leave to intervene by 
motion within 30 days after notice of the proposed rate changes is given. The motion 
shall be submitted to the Public Service Commission, 21 1 Sower Boulevard, Frankfort, 
Kentucky 40602, and shall set forth the grounds for the request including the status and 
interest of the party. Intervenors may obtain copies of the application and testimony by 
contacting Ledbetter Water District at 1483 US HWY 60 West, Ledbetter, KY 42058 or 
the Public Service Commission, 21 I Sower Boulevard, Frankfort, Kentucky 40602, 
(502) 564-3940. A copy of the application and testimony shall be available for public 
inspection at the utility's offices. 
Ledbetter Water District 
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CERTIFIED PUBLIC ACCOUNTANTS - 
60 Lakeview Drive, Suite 1 Paducah, KY 42001 

Phone: (270) 554-91 90 Fax: (270) 554-9666 

INDEPENDENT AUDITORS' REPORT 

Board of Commissioners 
Ledbetter Water District 
Ledbetter, Kentucky 

. _.' . -. , 
~ 

i....;t..wer 3 I LIJUO, an" me .,,ateti Statements ut &tvC,..,es, bxpenses aid Changes in N ~ L  
Assets and Statement of Cash Flows for the year then ended. These financial statements are the 
responsibility of the water districts management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 

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

In our opinion, the financial statements referred to above present fairly, in all material respects 
the financial position of Ledbetter Water District, as ofDecember 3 1,2006, and the results of its 
operai:ions and its cash flows for the year then ended, in conformity with accounting principles 
generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated August 
7,2008, on our consideration of the Ledbetter Water District's internal control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, 
and grants. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards and should he read in conjunction with this report in considering the results of 
our audit. 

September 9, 2008 
Paducah, Kentucky 
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LEDBETTER WATER DISTRICT 
LEDBETTER, KENTUCKY 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR TKE YEAR ENDED DECEMBER 31.2006 

This discussion and analysis of the Ledbetter Water District (the District) is offered by 
management as a narrative overview of the financial activities of the District for the year 
ended December 21,2006. This information should be considered in conjunction with 
the District's financial statements that follow. 

Financial Highlights 
Metered water sales dropped by $10,603, and tap-on fees fell by $9,200. The 

uperaring txpenses t ,wusive cr i  depreciation decreased by $ 1 ~ , 4 1 0  or 5 8% 

While salaries and benefits increased by 25,751, or 15.7%, this was offset by a 
decrease in expenses for materials, supplies and repairs of $33,954, and a 
significant decrease in professional fees and outside services 

_I,.- ~ r ,  

Using This Annual Report 
This annual report consists of R series of financial statements: The Statement of Net 
Assets, The Statements of Revenues, Expenses and Changes in Net Assets and The 
Statement of Cash Flows. These statements provide information about the activities of 
the District and present a long-term view of the finances. 

The Statement of Net Assets 

The Statement of Net Assets includes all the District's assets and liabilities and 
provides information about the nature and amounts of investments in resources 
(assets) and obligations to creditors (liabilities). The difference between assets 
and liabilities is reported as net assets. Over time increases or decreases in net 
assets may serve as a useful indicator of whether the financial position of the 
District is improving or deteriorating. 

The Statement of Revenues, Expenses and Changes in Net Assets 

The Statement of Revenues, Expenses and Changes in Net Assets identifies 
revenues generated, expenses incurred and net assets changed during the period 
reported. This statement measures the success of the District's operations over 
the reporting period and can be used to determine if the District has successfully 
recovered all its cost through its water rates and other charges. 

- 3 -  



LEDBETTER WATER DISTRICT 
MANAGEMENT DISCUSSION AND ANALYSIS 

December 31,2006 

The Statement of Cash Flows 

The Statement of Cash Flows provides information relating to the District’s cash 
receipts and cash disbursements during the fiscal year. The statement repoIts net 
changes in cash resulting from operations, investing, and financing activities and 
helps the user assess where cash cane from, what cash was used for, and what 
changes occurred in cash balances during the reporting period. 

A condensed version of the Statement of Net Assets at December 3 1, 2006, follows: 

Net Assets at Year End 

Assets: 

Receivable 
Other current assets 
Utility plant, less accumulated depreciation 

Total assets 

Liabilities: 
Accounts payable 
Accrued expenses 
L,ong term tebt 

Total liabilities 

Net Assets: 
Capital assets, net of related debt 
Restricted for debt service 
Unrestricted 

Total net assets 

26,261 
4,403 

1,006,910 

$ 1,133,665 

$ 12,318 
69,682 

238,000 

$ 320,000 

$ 134,773 
43,280 
35,612 

$ 813,665 

- 2 -  



LEDBETTER WATER DISTRICT 
MANAGEMENT DISCUSSION AND ANALYSIS 

December 31.2006 

A condensed version ofthe Statement of Activities follows: 

Operating Revenues: $ 390,210 

Operating Expenses: 417,915 

Operating Income 

Nonoperating Revenue and Expense 

Change in Net Assets 

Beginning Net Assets 

Net Assets, December 31,2004 

(27,705) 

(I 0,845) 

(38,550) 

852,215 

$ 813,665 

Capital Assets 

At December 31,2006, the District had $1,006,910 invested in capital assets, including 
utility assets, buildings, furniture and equipment, and vehicles. 

Cepital Assets at Year End 

Land 
Utility assets 
Furniture and equipment 
Vehicles 

$ 7,880 
1,727,572 
155,033 

1,9.37,100 
47,015 

Less accumulated depreciation (930,190) 

Budgetary Highlights 

Salaries and benefits were higher than the amount budgeted. Total operating revenues 
and expenses (excluding depreciation) were lower than the amounts budgeted. Budgeted 
amounts were based on previous years, during which grant funds had resulted in higher 
revenues and expenses. 

- 3 -  



LEDBETTER WATER DISTRICT 
MANAGEMENT DISCUSSION AND ANALYSIS 

December 31,2006 

Currently Known Pacts, Decisions or Conditions 

During 2006 the District continued to negotiate with the Kentucky Infrastructure 
Authority to finalize the terms under which the Water District will take over the 
Sanitation District Renegotiating the debt is still the significant issue. Progress was 
made, this year, toward a final resolution of this matter (Subsequent to year end the 
negotiations resulted in a new debt structure for the Sanitation District. See their report 
for December 3 I ,  2006 for more detailed information ) 

The District expended less money on system upgrades this year. The largest 
improvement project was the installation of over seven thousand feet of water main on 
Condra Road. The material had been purchased during 2005 using grant funds This 
project improved the water supply to the north end of the District, and made service 

. ,  

Contacting the District’s Financial Management 

This Financial Report is designed to provide a general overview of the District’s 
Finances, comply with finance-related laws and regulations, and demonstrate the 
District’s commitment to public accountability. If you have any questions about the 
repoit or need additional information, contact the District Manager at the address below: 

District Manager 
Ledbetter Water District 
1483 US Highway 60 West 
Ledbetter, Kentucky 42058 

- 4 -  



LEDBETTER WATER DISTRICT 
STATEMENTS OF NET ASSETS 

As of December 31,2006 

ASSETS 

CURRENT ASSETS 
Unrestricted cash 
Restricted cash and cash equivalents 
Accounts receivable 
Other current assets 

CAPITAL ASSETS 
-. u 

Less accumulated depreciation 

Total assets 

LIABILITIES 

CURRENT LIABILITIES 
Bonds and notes payable 
Accounts payable, trade 
Other accrued expenses and current liabilities 

NON CURRENT LIABILITIES 
Water district (revenue bonds) 

Total liabilities 

NET ASSETS 
Invested in capital assets, net of related debt 
Restricted for debt service 
Unrestricted 

Total net assets 

$ 52,8 1 1 
43,280 
26,261 
4,403 

126.755 

I ,,,* .,., 
(930,190) 

1,006,Y 10 

$ 1,133,665 

$ 23,000 
12,3 18 
69,682 

105,000 

215,000 

$ 320,000 

$ 734,773 
43,280 
35,612 

$ 813,665 
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LEDBETTER WATER DISTRICT' 
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 

For the Year Ended December 3 1,2006 

OPERATING REVENUES: 
Metered watex sales 
Miscellaneous revenues 

Total operating revenues 

OPERATING EXPENSES: 
Salaries and benefits 
Chemicals 
1 Tti 1 it; ss 

.I_ ̂ ,.I, L. .&..;.a .&..,, rdll:> 

Transportation and training 
Insurance 
Professional fees and outside services 
Office expense 
Taxes and licenses 
Commissioner's expense 
Purchased water 
Miscellaneous 
Depreciation 

Total operating expenses 

OPERATING INCOME 

NONOPERATING REVENUES (EXPENSES): 
Interest income 
Interest expense 

Net nonoperating expenses 

CHANGE IN NET ASSETS 

Net assets, beginning of year 

$ 360,100 
30,110 

$ 390,210 

$ 185,945 
18,662 

I : , ;  

~ 5 , 0 1 4  
3,371 

11,131 
14,809 
4,486 

998 

85,320 
903 

45,920 

41 7,915 

3,900 

(27,705) 

1,055 
(1 1,900) 

(1 0,845) 

(38,550) 

852,21 5 

Net assests, end of year $ 813,665 
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LEDBETTER WATER DISTRICT 
STATEMENT OF CASH FLOWS 

For the Year Ended December 31,2006 

CASH FLOWS FROM OPERATING ACTIVITIES 
Receipts from customers 
Payments to suppliers 
Payments to employees 

Net cash provided by operating activities 

$ 388,349 
(156,301) 
(185,770) 

46,278 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES 
Acquisition of capital assets (34,987) 
Principal paid on capital debt (23,3 10) 

(1 1,900) 
C istorn-- cl-nncite nyAver-I net -J--fv,r! ~ ““0 

(66,397) 

Interest paid on capital debt and customer deposits 

Net cash used by capital and related financing activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Interest on investments 

Net cash provided by investing activities 

Net decrease in cash and cash equivalents 

Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year 

1,055 

1,055 

(19,064) 

115,155 

$ 96,091 

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED 
BY OPERATING ACTIVITIES: 

Operating loss $ (27,705) 

Adjustments to reconcile operating income to net cash provided by operating activities: 

Depreciation expense 
Changes in assets and liabilities: 

(Increase) decrease in accounts receivable 
(Increase) decrease in other current assets 
Increase (decrease) in accounts payable trade 
Increase (decrease) in payable to sanitation 
Increase (decrease) in accrued expenses 

45,920 

(1,861) 
1,018 

(6,568) 
38,176 
(2,702) 

Net cash provided by operating activities $ 46,278 



LEDBETTER WATER DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 

December 31,2006 

Note A - Entity 
The Ledbetter Water District was organized as a special district in accordance with KXS 
65.005 on January 7,1964 The governing body of the district is made up of four 
commissioners and a secretary-treasurer. 

Note B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Accountinp Method 
The Ledbetter Water District maintains its books and these financial statements are presented 
on the accrual basis of accounting. The significant accounting policies, as summarized below, 
are in conformity with generally accepted accounting principles as applicable to governmental 

,rr j  f -  A ”?? 1,’ ‘ 
. .  ... “ L, J,*L,*LL. . , L A .  p. .I”&...\ ..t 

Basis of Presentation 
The Ledbetter Water District implemented GASB Statement No. 34, “Basic Financial 
Statements-and Management’s Discussion and Analysis - for state i d  local Governments” in 
2004, which establishes a new financial reporting model for state and local governments 

Accounts Receivable 
Customer accounts receivable repIesent gross receivables due from customers. No allowance 
for doubtful accounts has been provided since it is believed that the balance in accounts 
receivable is collectible. The effect of using this method rather than the allowance method is 
imma.teria1. 

Caaital Assets 
Capital Assets consist of property, plant and equipment necessary for administration and 
operation of a drinking water distribution system. Capital assets are recorded at cost and 
depreciation is calculated using the straight-line method over the estimated useful lives of the 
various classes of assets as follows: 

Years 
35-50 Utility plant 

Office furnishings and equipment 5-10 

- 8 -  



LEDBETTER WATER DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 

December 31,2006 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Capital Contributions 
Contributions in aid of construction are derived from two main sources: 1) developers, when 
they construct and pay for sewer lines and then donate these additions to the District; and 2) 
other government, in the form of grant contributions for property, plan or equipment 
Developer contributions 5ue recorded at the developer’s cost and are depreciated over their 
estimated useful lives using the straight-line-method. 

Use of Estimates 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures. Accordinglv, actual results cnuld differ from t h n v  

NOTE C - CAPITAL ASSETS 
Capital asset activity for the year ended December 3 1,2006 was as follows: 

Capital assets not being depreciated: 
Land 

Beginning Ending 
Balance Increases Decreases Balance 

$ 7,480 $ - $  - $  7,480 

Total capital assets not being depreciated 7,480 7,480 

Other Capital Assets 
Utility assets (pipes, pumps, plants, structures) 1,109,572 18,000 1,727,572 
General and office equipment 138,046 16,987 188,033 
V e h i c I e s 47,015 47,015 

Tolal other capital assets at historical cost 1,894,633 34,987 1,929,620 

Less accumulated depreciation (884,271) (45,920) (930,191) 

Other capital assets, net 1,010,362 (10,933) 999,429 

Total capital assets, net $ 1,017,842 $ (10,933) $ ~ $ 1,006,909 - -  
NOTE D -BONDS AND NOTES PAYABLE 
The District acquires debt to provide funds for the acquisition and construction of utility 
capital assets. Changes in bonds and notes payable for the year ended December 3 1,2006, 
are as follows: 

Beginning Ending 
Balance increases Decreases Balance 

Bonds 
Notes 

Total 

.$ 260,000 $ - $  (22,000) $ 238,000 

$ 261,310 $ - $  (23,310) $ 238,000 
1,310 (1,310) 

- 9 -  



LEDBETTER WATER DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 

December 31,2006 

NOTE E - REVENUE BONDS 
A detail of the Ledbetter Water District’s revenue bonds is as follows: 

Series of 
1970 - 1978 

Amount of original issue (purchased 
by Farmers Home Administration) $ 230,000 $ 359,000 

Purpose of Issue Original System Additions 
Construction 

Serial principal maturities (all January 1) I973 - 2010 1981 -2018 

- 3  .. . er,e-t 

The following is a schedule of principal and interest requirements. 

Principal Due January 1 Interest Requirements 
Year Series of Series of Total 

Ended 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 

1978 1970 Janua& 
12,000 11,000 5,950 
12,000 12,000 5,375 
13,000 12,000 4,715 
14,000 13,000 4,150 
15,000 3,475 
15,000 3,100 
16,000 2,725 
17,000 2,325 
18,000 1,900 
19,000 1,450 
19,000 975 
20,000 500 

$ 190,000 $ 48,000 $ 36,700 

July 1 Requirements 
5,375 14,325 
4,775 34,150 
4,150 33,925 
3,475 34,625 
3,100 21,575 
2,725 20,825 
2,325 21,050 
1,900 21,225 
1,450 21,350 

975 21,425 
500 20,475 

20,500 

$ 30,750 $ 305,450 

Both bond issues are secured and payable from an exclusive pledge of a fixed portion of gross 
revenues of the District’s system as now or hereafter constituted, and additionally secured by 
a statutory lien on the District’s system. 

- 10- 



LEDBETTER WATER DISTRICT 
NOTES TO THE FINANCIAL STATEMXNTS 

December 31,2006 

NOTE F .- RETIREMENT PLAN 
The district's employees began participation in the County Employees retirement Systems 
(CERS). CERS is a cost sharing, multi-employer public employee retirement system, that 
provides retirement, disability, and death benefits to member s of the plan. Benefits and 
contribution rates are established by state statute. Kentucky Retirement Systems issues a 
publicly available financial report that includes financial statements and required 
supplementary information for CERS. Requests for a copy of the report should be made in 
writing and submitted to Kentucky Retirement Systems, Perimeter Park West, 1260 Louisville 
Road, Louisville, Kentucky 40601 I 

The Board of Trustees of the Kentucky Retirement System has established contribution rates 
for the District. The employees contribute 5%, and the employer contributes 13.19% in 2006 
of the Rmployee's gross earnings. All emdovpes, either f i r 1 1  or nwt-tirrl?. wh? -vir a-3 

Total'contributions were $32,2.30, of which $22,767, was paid by the District and $9,463, was 
paid by the employees, for the year ended December 31,2006. 

. .  :.A. 'It-: ;.;j,,"J\LL :L I '  . 

NOTE G -RISK MANAGEMENT 
The District is exposed to various risks of losses related to torts, theft o f ,  damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters. To 
handle the risk of loss, the District purchases necessary insurance from commercial insurance 
carriers. 

NOTE H - SANITATION DISTRICT - RELATED PARTY 
During the year ended December 31,1998, the District was asked and voted to take over the 
operations of the Ledbetter Sanitation District. These financial statements do not include the 
records of the Sanitation District. A separate report will be issued for the Sanitation District. 

The District shares costs with the Ledbetter Sanitation District. The largest portion of this is 
the payroll costs of the District's employees. The District receives reimbursement from the 
Sanitation District for the time employees spend on Sanitation District issues. This includes 
reimbursement for salary, taxes, retirement benefits and other costs incurred by the District 
The accounting is tracked using individual employee time sheets. Settlement is made at the 
conclusion of each pay period. For 2006 the total reimbursements for payroll related costs 
received from the Sanitation District is $85.422. 

As of the date of this report, Ledbetter Sanitation District and Ledbetter Water District were 
in the process of merging the two systems. The agreement will include a restructuring of the 
debt owed by the Ledbetter Sanitation District to the Kentucky Infrastructure Authority. 
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LEDBETTER WATER DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 

December 31,2006 

NOTE I - CASH DEPOSITS 
The District deposits its cash with financial institutions that are insured by the FDIC. As of 
December 3 1,2006, all of the Districts deposits were covered by FDIC insurance, 

Book Balance 

Demand deposits $ 11,147 
Certificate of deposit 24,344 

$ 96,091 

. ,- - 
?! - r 1  

Cash and Cash Equivalents 
For purposes of the Statement of Cash Flow, cash and cash equivalents consist of bank 
deposits and certificates of deposit having original matures of twelve months or less 

NOTE K - BOND COVENANT COMPLIANCE 
The District, as of December 3 1,2006, did not have the balances required by their bond 
agreements in the Bond Sinking Fund accounts, the Depreciation Reserve account, or the 
Operation and Maintenance account. Sufficient cash and cash equivalents were available to 
meet all of the districts obligations to the funds, but the cash deposits were not segregated as 
required by the district's bond covenants. 

- 12-  



REQTJIRED SUPPLEMENTAL INFORMATION 

- 1 3 -  



LEDBETTER WATER DISTRICT 
BUDGET COMPARISON 

Years Ended December 3 1,2006 

OPERATING REVENUES: 
Metered water sales 
Miscellaneous revenues 

Total operating revenues 

OPERATING EXPENSES: 
.. - , . . . . .  . , .  . . -  

Chemicals 
Utilities 
Materials, supplies and repairs 
Transportation and training 
Insurance 
Professional fees and outside services 
Office expense 
Taxes and licenses 
Commissioner's expense 
Purchased water 
Miscellaneous 
Depreciation 

Total operating expenses 

OPERATING INCOME 

NONOPERATING REVENUES (EXPENSES): 
Interest income 
Interest (expense) 

Net nonoperating income (expenses) 

CHANGE IN NET ASSETS 

Variance 
Favorable 

Budget Actual (Unfavorable) 

$ 374,255 $ 360,100 $ (14,155) 
61,603 30,110 (31,493) 

435,858 390,210 (45,648) 

. ,- . 
20,490 
14,956 
44,208 
10,967 
11,294 
23,382 
30,713 
10,914 
3,675 

90,249 
12,617 

409,409 

f ,  

18,662 
17,456 
25,014 

3,371 
11,131 
14,809 
4,486 

998 
3,900 

85,320 
903 

45,920 

41 7,915 

t J ' J ,  Ll/ 
1,828 

(2,500) 
19,194 
7,596 

163 
8,573 

26,227 
9,9 16 

4,929 
11,714 

(45,920) 

(8,506) 

(225) 

26,449 (27,705) (54,154) 

119 1,055 93 6 
(21,026) (1 1,900) 9,126 

10,062 (20,907) (1 0,845) 
I__._ 

$ 5,542 (38,550) $ (44,092) 

Net assets, beginning of year 852,215 

Net assests, end of year 
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CERTEIED PUBLIC ACCOUNTANTS 
60 Lakeview Drive, Suite 1 Paducah, KY 42001 

Phone: (270) 554-9190 Fax: (270) 554-9666 

- 
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL 

OVER FINANCIAL REPORTING 
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENTAUDITING STANDARDS 

Board of Commissioners 
LEDBETTER WATER DISTRICT 
Ledbetter, Kentucky 

.. . .  , , +,; I . .  .:!. - ,  , .  , , . ,  
. .. 

ecember 31,2006, and have issued our report there on dated September 9,2008. We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. 

COMPLIANCE 
As part of obtaining reasonable assurance about whether Ledbetter Water District’s financial 
statements are free of material misstatement, we performed tests of its compliance with 
certain provisions of laws, regulations, contracts and grants, noncompliance with which could 
have a direct and material effect on the determination of financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective our 
audit and, accordingly, we do not express such an opinion. 

The results of the tests disclosed that at December 3 1,2006, the District did not have the 
balances required by their bond agreements in the Bond Sinking Fund accounts, the 
Depreciation Reserve account, or the Operation and Maintenance account. Sufftcient cash 
and cash equivalents were available to meet all of the districts obligations to the funds, but the 
cash deposits were not segregated as required by the district’s bond covenants. 

- INTERNAL CONTROL OVER FINANCIAL REPORTING 
The management of the District is responsible for establishing and maintaining effective 
internal control. In planning and performing our audit, we considered Ledbetter Water 
District’s internal control over financial reporting in order to determine our auditing 
procedures for the purpose of expressing an opinion on the financial statements and not to 
provide assurance on the internal control over financial reporting. Our consideration of the 
internal control over financial reporting would not necessarily disclose all matters in the 
internal control over financial reporting that might be material weaknesses. 

We noted certain matters involving internal control and its operation that we consider to be 
reportable conditions under standards established by the American Institute of Certified 
Public Accountants. Reportable conditions involve matters coming to our attention relating to 
significant deficiencies in the design or operation of internal control that, in our judgment, 
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could adversely affect the Project’s ability to record, process, summarize, and report financial 
data consistent with management’s assertions in the financial statements or to coniply with 
applicable laws and regulations. 

There is a lack of separation of duties between employees that collect receipts, prepare 
disbursements, and reconcile the checking account. Internal controls are considered to 
be weak when one person handles receipts and disbursements, records activity and 
reconciles balances. 

The District is not in compliance with the covenants required by their bond issue 
agreements as regards deposits in the Bond Sinking Funds and the Depreciation 
Reserve Fund. 

A material weakness is a reportable condition in which the design or operation of one or more 
of the internal control components does not reduce to a relatively low level the risk that errors 
or irregularities in amounts that would be material in relation to the financial statements being 

orma1 coarse of perfomling 
- .  . .:..1 . ~ , o q y y - $ i r t y  .. . .:y?\i lz--,:s .~ , 

titeu within a timely period 
their assigned functions. 

Our consideration of internal control would not necessarily disclose all matters of internal 
control that might be reportable conditions and, accordingly, would not necessarily disclose 
all reportable conditions that are also considered to be material weaknesses as defined above, 
However, we do not believe the reportable conditions described above are material 
weaknesses. 

This report is intended solely for the information and use of the commissioners, management, 
the Public Service Commission and the Farmers Home Administration and is not intended to 
be and should not be used by anyone other than these specified parties. 

September 9,2008 
Paducah, Kentucky 



CERTIFIED PUBLIC ACCOUNTANTS 
60 Lakeview Drive, Suite I Paducah, KY 42001 

Phone: (270) 554-91 90 Fax: (270) 554-9666 

SUPPLEMENTAL LETTER OF COMMENTS 

Board of Commissioners 
LEDBETTER WATER DISTRICT 
Ledbetter, Kentucky 

We have audited the financial statements of Ledbetter water District for the year ended 
December 3 1 2006 and have issued our report thereon dated September 9. 200R 

In connection with that audit, we have prepared the following comments, as required by the 
USDA Rural Development, formerly the Farmers Home Administration: 

. .  .~ ., .. . .. .... . .  

a) We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America; 

We evaluated the District’s system of internal control and have reported on the 
system in a separate letter, included as a part of this report on page 18; 

The accounting records were adequate with recommendations for improvement 
during 2005 partially implemented during 2006; 

Adequate controls are maintained over physical assets; 

Except as reported in Note K. to the financial statements (regarding the 
maintenance of separate cash accounts as required by their loan covenants), the 
District complied with all loan agreements; 

All differences found during the audit of the accounting records have been 
adjusted for in the records; 

Kinds and amounts of insurance are as follows: 
a. Property insurance: $2,288,558 per occurrence 
b. Liability insurance $2,000,000 each occurrence 
c. Worker’s compensation: As required by law 
d. Public employee dishonesty: $100,000 

There were two reportable conditions that were noted for the year. They were: 
a. There is a lack of separation of duties between employees that collect 

receipts, prepare disbursements, and reconcile the checking account. 

b) 

c) 

d) 

e) 

f) 

g) 

h) 
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b. The District is not in compliance with the covenants required by their bond 
issue agreements as regards deposits in the Bond Sinking Funds and the 
Depreciation Reserve Fund. (As mentioned in e, above). 

i) Accounts receivables are all current as of December 31,2006, $26,261 

Our audit was conducted for the purpose of forming an opinion on the financial statements of 
Ledbetter Water District taken as a whole. The supplemental information listed in this lettei 
is not considered necessary for a fair presentation of Ledbetter Water District’s financial 
position, results of operations, or cash flows in conformity with accounting principles 
generally accepted in the United States of America. This information, however, was 
subjected to the same auditing procedures applied in our audit of the fuiancial statements and 
in our opinion, is fairly stated in all material respects in relation to the financial statements 
taken as a whole. 

September 9,2008 
Paducah, Kentucky 
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