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Mr. Jeff Derouen

Executive Director

Kentucky Public Service Commission
PO Box 615

Frankfort, KY 40602

PUBLIC SERVICE
Re:  Green-Taylor Water District COMMIRRINN
Application for Rate Increase
Case No. 2009-00032

Dear Mr. Derouen:

Please find enclosed a prepared testimony in support of Green-Taylor Water District’s
application for rate adjustment. Should you need additional information please advise.

Sincerely,
CANN-TECH, LLC

ﬁf ody, P.E.

Project Manager

CC: Roger Moss, Green-Taylor Water District (letter only)

1100 Glensboro Rd., Suite 9
Park View Center
Lawrenceburg, KY 40342
Phone: (502) 859-0907 * Fax: (502) 859-0668
Email: waterboy @kih.net
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BEFORE THE KENTUCKY SERVICE COMMISSION

RE: GREEN-TAYLOR WATER DISTRICT
CASE NO. 2009-00032

DIRECT TESTIMONY OF MONTY RHODY

Please state your name and business address.
My name is Monty Rhody. My business address is 1100 Glensboro Road, Park View
Center Suite 9, Lawrenceburg, Kentucky.

By who are you employed?
I am employed by Cann-Tech, LLC.

What is your position with Cann-Tech, LLC., and briefly state your general duties
and responsibilities.

My position is Project Manager and my duties and responsibilities include initiating
projects, planning projects, executing projects monitoring projects and closing projects.
The types of projects include water distribution, water treatment, sewage collection,
sewage treatment, stormwater, site development and various studies.

What is your educational background?
I have a Bachelor of Science Degree in Civil Engineering from the University of
Kentucky, Lexington, Kentucky.

What is the purpose of your testimony in this proceeding?
My testimony is in support of the rate increase conducted under my direction for the
Green-Taylor Water District.

Are you familiar with the general financial condition of Green-Taylor Water
District?
Yes, I am and that is the reason for the filing of this Application to increase its rates.

Please describe the action sought by Green-Taylor Water District in this case.
Green-Taylor Water District seeks a rate increase that will produce $294,262 of additional
revenue on an annual basis, or an overall increase of 15.61%.
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What were the basic factors that caused Green-Taylor Water District to seek a rate
increase at this time?

The reason for the rate increase at this time is due to the increase in operating expenses
and a decrease in water sales. Operating expenses increase approximately 7% from
2006 to 2007 and approximately 7% from 2007 to 2008. Total operating revenues
decreased approximately $20,000 from 2007 to 2008. The increase in operating
expenses is due to an increase in material cost and increase in fuel cost. This
information was obtained from Green-Taylor Water District’s 2007 and 2008 audits.
Exhibit 2 is the 2008 Audit which wasn’t available at the time of this application
submittal.

Have you prepared an exhibit presenting the results of your rate increase study?
Yes, see exhibit 1.

What is the reason for adding the entire rate increase to the minimum bill only?
Green-Taylor Water District wanted to increase the minimum bill only so that their larger
customers wouldn’t be affected as much.

How was the cost determined for the Meter Test Charge?

It was determined based on actual cost to test a meter. This information was provided to
me by the Green-Taylor Water District. Exhibit 3 is the Nonrecurring Charge Cost
Justification for a Meter Test.

How was the cost determined for the Re-connection Charge?

It was determined based on actual cost to re-connect a meter. This information was
provided to me by the Green-Taylor Water District. Exhibit 4 is the Nonrecurring
Charge Cost Justification for a Meter Re-connection.

How was the cost determined for a Returned Check Charge?

It was determined based on actual cost for a returned check. This information was
provided to me by the Green-Taylor Water District. Exhibit 5 is the Nonrecurring
Charge Cost Justification for a Returned Check.

Does this conclude your direct testimony?
Yes, it does.
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GREEN-TAYLOR WATER DISTRICT RATE ANALYSIS

Current Income (Loss) Before Capital Contributions from 2007 Audit= ($22,224)
Current Income (Loss) Before Capital Contributions from 2008 Audit=($168,604)
*Estimated Income (Loss) Before Capital Contributions After Rate Increase= $125,658

) Predicted
Rate Increase to Minimum Bill Predicted Revenue Increase in Annual Revenue
$0.00 $1,884,630 N/A
$1.00 $1,941,148 $56,518
$2.00 $1,997,666 $113,036
$3.00 $2,054,185 $169,555
$4.33 $2,178,892 $294,262

Based on 2008 Customer Count

Residential and Non-Residential Meters

Percent Increase

Current Rate 3% 7% 10% 15%
Minimum Bill $16.80 $17.80 | $18.80 $19.80 $21.13
Average Bill $29.23 $30.23 | $31.23 $32.23 $33.56

[ Tncrease in Minimum Bill/Average Bill | $1.00 [ 5200 | $3.00 | $433

*Base on 2008 Audit which wasn't available when this rate increase request was submitted.
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GREEN-TAYLOR WATER DISTRICT
FINANCIAL STATEMENTS

Yaars Ended Decembesr 31, 2008 and 2007
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INDEPENDENT AUDITORS REPORT

To the Board of Commissioners of
Green-Taylor Water District

We have audited the sceompanying financial statements of the business-lype activities of Green-Tayior
Warer District, a5 of and for the years ended December 31, 2008 and 2007, which coliectivaly comprise
the District's basie financial statemonts as ligted in the table of contents. These financial statements are
the responsibility of Grean-Taylor Water District's management. Our responsibility is to express optilons
on these financial statements based on our audit.

We conductad our audit in accordance with audlling standards generally acoepted in the United States of
America and the standards applicable to financial audits contained in Government Audlting Standards,
issued by the Comptroller General of the United States. Those stdhdards requlre that we plan and perform
fhe audi{ o obtain reasonable assurance about whether the financial statements are free of material
misstatemaent. An audlt includes examining, on a test basis, evidence supporting the amounts and
disclosurss In the financial statements, An audit also includes assessing the accounting principles vsed
and the significart astimates made by management, as well as evaluating the overall fingnciat statement
gresentation. We helieve that our audit provides a reasonable basis for our opinions.

in our opinion, the finencial stalements referred to above present fairly, in all matedal respecis, the
respactive financial position of the business-type activities Green-Taylar Water [igtrict, as of December
31, 2008 and 2007, and the respective changes in financial position, and, where applicable, cash flows
theraof for the yaars then ended In conformity with accounting principles generally acceptad in the United
Stales of America.

in zocordance with Governmient Auditihy Standards, we have aiso issuad our report dated March 26,
2009, on our consideration of the Green-Taylor Water District's internal control over financial reporting and
on cur tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreaments
and other matiers. The purpose of that report 1s to describe the scope of our testing of internal control over
finariclal reparting and compliance and the results of that testing, and not to provide an opinion on the
iniernal control over financial reporting or on compliance. That report is an integral part of an audit
performed In acsordancs with Government Auditing Stendards and should be considersd i agsessing the
results of our audit.

The management's dizcussion and analysis on pages 3 through 6 are not a required part of the basic
financial statements but are supplementary information rabjuired by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inguiries of management regarding the methods of measurement and presentation of the
required supplementary information. Howeaver, we did not audit the infermation and expraess no opinion on
it.

301 E. MAIN STREET « PO. Box 1083 - CAMPHRLLAVILLE, KY 42719-1083 - (270) 465-6842 « FAX (270} 465-7703
E-Mail: wihepa@windstream.net « www.wlhepas.com

MembBeERrs: AICPA « KYCPA
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Board of Commissioners of
Green-Taylor Water District
Page 2

This report is intended solely for the information and use of management, the Board of Commissioners,

and federal awarding agencies and pass-through entities and is not intended to ba and should not be user
by anyone other than thess specified parties

Wise, Buckner, Sprowles & Assocustes, PLLC

Wigs, Buckner, Sprowles & Associates, PLLC
Camphbelisville, KY

March 26, 2009
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GREEN-TRYLOR WATER DISTR

P.0O. Box 168

238 Industrial Park Road
Greenshurg, KY 42743-0168
TTY {-800-548-6956 or 711

Fhone (27019324947 (270)932-7595 1-800-972-9347
Fax (270)232-7036

Managemasnt's Discussion and Analysis
Graen-Taylor Waler District is presenting the following discussion and analysis in order to provide an
overall review of the utiity's financial actvitiss for the fiscal years ending December 31, 2008 ang 2007.
We encourage readers to consider the information presentsd here in conjunction with the utifity's financial
statements and notes to the basic financial statements in order to enhance their understanding of the
utllity’s financial performance.

2008 HIGHLIGHTS

Green-Taylor Water District has continued to grow in 2008, despite the fact we have faced some difficult
challenges this year. The new 500,000 gallon slevated water storage tank and telermetry buliding on Hwy
68 was completed. We wers able to build this much needed storage facility using funds from 2 grants
received in prior years. The addition of this new large capacity tank hag allowsd us to discontinue the
maintenahce of two much smalier aging tanks. These will be disassembled in the coming vear.

We have struggled somewhat with water loss and the higher price of materials and supplies in 2008.
Despite our efforts to maintain & low percentage of water loss, this has been an ongoing battle this year,
We have repaired and replaced some groblem areas, including a major creek crossing, but water loss
continues to plague aur facility. Our average for the year is 17% which is almost 2% higher than last year.
The enormous increase in the cogt of fuel during the last half of the year tock a tremendous toll on our
budget. The fuel cost increase also affected the price of the materials and supplies nesded to maintain
our system. Electric and natural gas companies also raised rates again, which added to our operating
costs, Our water suppliers did not 1aise rates this year, which allowed us some relief,

Althaugh we have contfinued to grow in 2008, this financial statement will show that the increase in fudl,
elactricity, material and supplies has impeded our progress. We are commilted to praviding quality
service to our customers and will continue to exhaust'every available resource to supply our customers
with the highest quality water possible,

Required Financial Ststements

The Financial Statements of the District report information utilizing the full acerual basis of accounting.
The Financial Statements conform to accounting principals which are generally accepted in the United
States of Amnerica. The statements of Net Assets include information on the District's assets and liabilities
and provide information about the nature and amounts of investments in resources {assets) and the
obligations to Districts creditors (liabifiies). The Statement of Revenues, Expense and Changes in Net
Assets identify the District's revenuas and expenses for the years ended December 31, 2008 and 2007.
This statenent normally provides information on the District's operations and can he used to determine
whether the District has recovered all of its actual and projected costs through user fees and other
charges. The third financial statement is the Stalements of Cash Flows. This statement provides
informatlon on the District's cash recelpts, cash payments and changes in cash resulting from operations,
investments and financing activities. From the Statements of Cash Flows, the reader can obtain
infarmation on the sourca and use of cash and the change in the cash and cash squivalents balance,



Green-Taylor Water District
Management's Discussion & Analysis
Page 2

Financlal Analysis of the District

The Statements of Net Assets includes all of the uillity's assets and habilites and provides informatlion
aboul the nature and amount of investments in resources and the objigations to creditors. This statement
provides the bagis for evaluating the capital structure and assessing the liquidity and financial flexibility of
the utility.

A summary of the Digtrict's Statements of Net Assets is presented below.

ASSETS 2008 2007
Cash and Investments $ 128027 0§ 1282378
Other Agsats 480,178 831,977
Capital Assets 11,664,843 11,236,502

Total Assets 13,424,846 13,350,856

LIABILITIES
Cunrent Liabilities 195,233 504,964
Otrier Liabllitles 285,056 283,688
Long-term Liabllitles 4,693,000 4,825 300

Total Liabiliies §,173,289 5814052

NET ASSETS
Invested in Capital Assets, Net of Related Debt Y 6784443 6.226,103
Restricted ’ 1,004,455 810,641
Unrestricted, Restated 462,659 700,058

Total Net Assets § 8,251,657 $  7.736.802

Net Assets increased §514,755 from 2007 to 2008.

2008 Operating Resulfs

Condensed Statemeant of Ravenues, Expenses and Changes in Net Assels:

2008 2007
Operating Revenues $ 1,842,584 $ 1,982,672
Other Revenues 20,849 37,687
n Total Revonues 1,872,413 1,990,739
Operating Expansas 1,657,826 1,539,808
Depreciation and Amortization 268,624 268,605
Non-operating Expenses 213,467 215,460
Total Expenses 2,141,017 2,021,863
income/(Loss) Before Capital Contributions and Grants (168,604) " (22,224)
Capital Contributions 41,800 43,086
Grants 641,659 886,014
Change in het Asssts 514.755 708,776
Beginning Net Assets 7,738,502 7,030,026
Prior Period Adjustrant -
Ending Nst Aseets $ 8,251,557 $ 7,736,802

[oi}
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Green-Taylor Watar District
Managemant's Digcussion & Analysis

Page 3

The following chart shows the difference between net revenues and net income for the vears ended
December 31, 2008 and 2007.

Revenues and Income

$2.000,000
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$1.,600,000

$1,200.000
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The following ple chart shows expenses as a percentage of revenue for the yesr ended December 31,

2008.

Expensos as a Percentage of Revenue

Depreciation and

Amortizs?on. 14% Perzonal Services, 32%
- o ’

Contractuadl Sewvices, 1%
p—

Operationsl, 8% - o \"\_Suppllas and Matarlals,
oL/
Repairs and 5%
Mainterance, 0%
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Green-Taylor Water District
Management's Discussion & Analysis
Page 4

Capital Azsols

At December 31, 2008 and 2007 the District had $11,664,543 and $11,236,503 invested in capital assets,
sansisting primarily of plant and equipment.

2008 2007
Land $ 50,235 b 49,217
Construction in Progress . 673,303
Buiidings 151,733 138,788
Plant & Equipmaent 15,116,308 13,761 487
Total Caplial Assels 15,317,277 14,623 BDS
Less: Accumulated Deprecigtion {3,662,734) (3.387,301)
Capial Agsets, Net $ 11,664,543 $ 11.236,504

Bebt Qutstanding

At year-end, the District had $4,825,500 in notes cutstarding versys $4,948,000 last year. Long-term dabt
outstancling decressad §122,500 from 2007 to 2008.

Financial Contact

The District's financial statements are designed 0 provide the Districts customers, comrigsiohers,
creditors ‘and other interested parties with a general overview of the District's financial operations and
financial condition. If you have questions about the report or need additional financiat information, pleace
contact the Districr's Manager, Rager Moss at (270) $32-4847 or 250 Industral Park Road, Greenshburg,
KY 42743,



GREEN-TAYLOR WATER DISTRICT

STATEMENT OF NET ASSETS

Yogars Ended Decamber 31, Z008 andg 2007

AGSETS
Cash & Cash Equivalents
Customaer & Other Accounts Receivable
Accounis Receivable - Stale
invantory
Prapaid Expenseas
Interest Recaivable
Hestricted Cash & Invesimenis
Dabtissuance Cosy{netof accumutated amartization)
Canital Assets:
Land & Congirudlion in Progress
Gther Capital Assets (netof accumulated depraciation)

TOTAL ASSETS

LIABILITIES
Accounis payable - Trade
Accrued & Withhald Taxes
Customer Deposits
Accrued Payroll
Interest Pavable
GCurrent Portion - Gapital Lease
Current Portion - Revenue Bands
Non-Cutrent Portion - Caplital Lease
Nan=Current Portian » Revenue Bands

TOTAL LIABILITIES

NET ASSETS
invested in Capital Assets, Net of Related Debt
Restricted
Unrestrictad

TOTAL NET AGSETS

The accompanying notes are an intagral part of the financial statements,

7

2008 2007
$ 275,672 $ 328,865
271,051 283,063
O 336,793
82,0586 91,016
15,429 15,400
©0e6 869
1,004,455 953,512
100,844 104,835
50,235 722,520
11,614,308 10,513 884
13,424,846 13,350,856
78,252 395978
13,255 16,130
88,280 83,261
7.648 7,794
105,758 106,488
7,800 7,800
132,500 122 560
46,800 54 600
4 893,000 4,825 500
8,173,289 5,614 052
6,754,443 .226,103
1,004,465 853511
462,658 557,188
§ 8251567 $ 7,736,802
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GREEN-TAYLOR WATER DISTRICT
STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN MET ASSETS
Years Ended December 31, 2008 and 2007
2008 2007
OPERATING REVENUES
Charges for Sarvices $ 1878803 $ 1,8B48630
Senice Charges and Other 63,661 78,041
TOTAL OPERATING REVENUES 1,942 564 1,062,671
OPERATING EXPENSES '
Parsanal Service 609,509 576,803
Contractusl Services 26,408 22,388
Supplies & Materials 96,995 77.069
Repairs & Maintenance 137 835
Operational 924 278 854,002
Depreciztion & Am ortization 260524 266,608
TOTAL OPERATING EXPENSES 1827560 1,808,502
OPERATING INCOME (LOES) 15,014 158,169
NON-OPERATING REVENUES (EXPENSES)
Interest Income 28,492 33,299
Interast Expengos and Fiscal Charges (213,467) (215.480)
Gain {Losg)on Disposal of Assat - -
Dther income 1,357 3,768
TOTAL NON-OPERATING REVENUES (EXPENSES) (183,618) {178,393)
INCOME {(LOSS)BEFORE CAPITAL CONTRIBUTIONS {168,604) (22.224)
Capital Contnbutions 41,800 43086
Grants 641,558 685914
* CHANGE IN NET ASSETS 514,755 708,778
MET ASSETS
Baginning of Year 7,736,802 7,030,028
End of Year $ 8,261,657 $ 7,736,802

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



GREEN-TAYLOR WATER DISTRICT
STATEMENTE OF CASH FLOWS

Years Ended December 31, 2008 and 2007

CASH FLOWS FROM OPERATING ACTIVITIES

;ash Recalved Fram Customers

Cash Payments to Employees for Services

Cash Payments to Suppliers for Goods & Services
Customer Deposits Recalived

Customer Depositz Returned

NET CASH PROVIDED (LSED)BY QPERATING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIMITIES
Priacipal Pald on Bonds
Intarest Paid on Debt
Acquisition of Capital Assets and Construction I Progress
Procaeds from Granis

Contributed Capital
Bonds }

NET CASH PROVIDED (USED) BY FINANCING ACTIVITIES

CASH FLOWE FROM INVESTING ACTIMITIES
Interast

NET CASH PROVIDED (USED) FROM 'NVEST‘N!G ACTMTIES
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS - END OF YEAR

RECONCGILIATION OF CASH AND CASH EQUIVALENTS TO THE
STATEMENT OF NET ASSETS
Cash and Cash Equlvalents
Raslricted Cash and Cash Equlvalents

TQTAL CASH AND CASH EQUIVALENTS

The accompanying notes are an integra!l part of the financial statements.
9
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2008 2007
§ 1,953,685 $ 1,868,110
(609,657) (873,748)
{1,029,351) (961,720)
, 18,219 20,200
{11.224) (14,040)
322642 426,894
{122 500) (117,000)
(214,19%) (217.916)
{699,918) {383.461)
641,550 348,121
41 800 43 086
{363.268) {306,170)
28,385 33280
28 363 33,299
(2.249) 156,023
1,282 377 1,126,363
$ 1,280,127 $ 1,282,376
275,872 471,738
1,004,455 810,841
$ 1,280,127 $ 1,282378
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GREEN-TAYLOR WATER DISTRICT
STATEMENTS OF CASH FLOWS (CONTINUED)
Years Ended Pecember 31, 2008 and 2007

2008 2007
RECONCILIATION OF ORPERATING IMCOME (LOSS) TQO NET
CASH USED FOR OPERATING ACTIVITIES
Qperating Margin $ 15014 $ 156,169
ADJUSTMENT TO RECONCILE OFERATING INCOME (LOSS) TO
NET CASH PROVIDED (USED) FOR QPERATING ACTIVITIES
Depraciation 269,624 266,605
Seles Tax Compensation -
Change in Assots & Liabllitles
(Increase) Decrease in Accounts Recelvable 12,012 15,175
(increase) Decrease in Inventory {1.040) (22,583)
{Increase) Recreass in Prapaid Expenses (29) (107)
increas s (Dacraase) in Accounts Payablie 19,066 2,539
Increase (Decreasa) in Salaries end Reticement Payable (148) 1,857
Incraas e (Decrease) in Accrued and Withheld Taxes 3,124 2,644
Increase (Decrease) In Customer Deposils 5010 5,659
¥
TOTAL RECONCILING ADJUSTMENTS 307628 272,889
NET CASH FROVIDED (USED) BY OPERATING ACTIMITIES $ 322642 $ 428858
SUPPLEMENTAL DISCLOSURES OF NONCASH FINANCING ACTIVITIES
Equlpment Lease $ - $ 82,400
Debllssued 10 Acquire Equipment ' 5 - 5 {82,400)

The accempanying noies are an integral part of the financial statements.
10
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GREEN-TAYLOR WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
Years Ended December 31, 2008 and 2007

DESCRIPTION OF ENTITY

Reporing  Enlity - The Green-Taylor Water District Commissioners have financiai
accountability and control over all activities related to the water district. The district's primary
soures of incoma is derived from water salas. The district also recaives funding from federal
government sources and must comply with the requirements of thoss funding source entities,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basig of Accounting - The accourts of Green-Taylor Water District are maintained in
accordance with the principles of fund accounting. Under fund accounting, resources for
various purposes are classified for accounting and reporting purposes into funds established
acoording to thelr nature and purposs. Separate accounts are maintained for each fund;
however, the district uses only ong fund type known as a proprietary fund type.

The proprietary fund type is accounted for on a flow of sconomic resources messurement
focus, With this measurement focus, all assets and all liabilities assaciated with the operation
of thig fund are included on the balancs sheet. Net assets (e, net total liabilitkes) are
segregated into invested in capital assets, net of related deb; restricted and unrestricied.

FASB Pronouncemenis - Since the District uses a proprietary fund, it applles =il applicable
Financial Accounting Board (FASB) Statements and Interpretations, Accounting Principles
Board (APB) Opinlons and Accouniing Research Bulleting (ARB's) of the Commitlee on
Accounting Procedures. The only exception it use of the aforementionad proncuncements is
those that conflict with or contradict Govaminenial Actounting Standard’'s Board (GASB)
pronauncements.

Cash Equivalents and Investments - The District considers all highly guid investrnents with a
remaining maturity of 80 days or less when purchased to be cash equivalents.

Investments are presented at fair value. Long-term investments generally mature or are
otherwise avaiable for withdrawal in more than one year.  investments for the District are
certificates of deposits maturing after 80 days with Interest rates ranging from 3.95% to
5 28%.

Restricted Assels - These assels consist of cash resiricted in a sinking fund and depreciation
reserve fund as required by the revenus donds.

Inventory ~ Materials and supplies inventory consigis principally of spare parts that ae
recorded when purchased and expensed when used. Inventory is stated at tha lower of cost
or market vaiue, Cost is generally determined on a first-in, first-out basis.

Capital Assets =nd Related Depreciation — The utilily plant and equipment are recorded at
cost, Depresiation is compuled using the straightline method over the plant's estimated
useful iife of 40 years. The office building is depreciated on a straight-line basis over an
estimated useful life of 50 years. Machinery, office equipment and service vehicles are
depreciated on a straight-ling basis over their estimated useful life ranging from § to 10 years.

Bond 1ssue Costs - Bond Issue Cosls are being amortized and charged to expense over the
tarm of the autstanding revenue bonds by use of the straight-line method.

et Assets - Net asseis comprise the various net earnings from cperaling income, non-

uperating revenues ang expanses, and capital contributions. Net assels are classified in the
following three components.

1



NOTE 2

NOTE 3

GREEN-TAYLOR WATER DISTRICT
NGOTES TO FINANCIAL STATEMENTS
Yaars Frided Decomber 31, 2008 and 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

Invested in capital assels, net of related debi-—This component of net assets
consists of capital assels, net of accumulated depreciation and reduced by
the outstanding balances of any bonds, mortgages, notes or other borrowings
that are aftributable to the acquisition, construction or improvement of those
assets.

Restricted=This component of nat assets consists of constraints imposed by
creditors (such as through debt covenants), grantors, centributars, or laws or
regulations of other governments or constraints imposed by law through
constitutional provisions or enabling legislation.

Lnrestricted net assets—This carmponent of net assets congists of net assets
that do not meet the definition of “restricted” or "invested in capital assets, net
of related debt.”

CASH AND CASH EQUIVALENTS

A summary of the District's cash and investments is shown below!

There are three categories of credit risk that apply to the govermment's bank balance:

1.

12131108 1248107
Unrastricted:

Cash $ 275872 $ 328,865
Certificates of Deposil and Savings - -
Total Unrestricted 278672 328,865

Reastrivied: )
Cash 367,541 324,130
U.§ Treasury 136914 124,382
504 455 453,612
Certificates of Daposit and Savings 500,000 500,000
Totai Restriciad 1,004,455 053,512
Total Cash and Gash Equivalents $1,280,127 $1.282,577

PRGEL4

Insured or collateralized with securities held by the government or by the government's

agant in the government's name.

Collateralized with securities held by the pledging fnancial institution's trust department

or the government's agent in the goverr ment's name.

Uncoliateralized.

12



GREEN-TAYLOR WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
Years Ended December 31, 2008 and 2007

NOTE3:  CASH AND CASH EQUIVALENTS - (CONTINUED)

BANK AMOUNT
2008 2007
Insuwred (FDIC) or Collateral Held by Fledging
Bank's Sscwities in District's name $1,262.081 $1,382,206
Uninsured or Uncollateralized 48,488 2,201
Total (Memorandum Only) $1,310,569 $1,384,407

The carrying amounts of the District's deposits at Decamber 31, 2008 and 2007 were
$1,265.927 and $7,282,376 respectively and the bank balgnces were $1,390,569 and
$1,384,407 respectively The difference between the bank balance and the carrying amaount
repragenis outstanding checks and daposits in fransit. OF the bank balances for each vear,
all was insured by faderal depository insurance or coflateralized by the piedging financial
institutions.

NOTE 4.+ CUSTOMER AND OTHER ACCOUNTS RECEWABLé

Customer and other accaunts receivables wers as follows:

2008 2007
Accounts Recejvabile - Water $385,697 §372.684
Accounts Receivable — Sawer 25,602 24,004
Aliowance for Boubtful Accounts ' (140,248) (114,514)
MNet $271,051 $283,083

Accounts receivable considerad uncollectible are charged against an allowance account in the
vear they are deemed uncollectible. The allowarce account is adjusted at year end to reflect
the percentage of sales considersd uncoliectible. The allowance for December 31, 2008 and
2007 was $140,248 and $114,514 respectively.

NOTE & CAPITAL ASSETS

A summary of chaniges In property, plant and equipment are as follows:

Balznce Balance
1213107 Additions Delations 12731108
Capitat Assets Not Reing Depreciated:
Land and Land Rights $ 48,217 $ 1018 4] - § 50.235
Construction in Progreass 673,303 644,313 1,317,618 -
Total Capital Assets Not Being
Deprecistsd 722,520 645,331 1,347,618 50,235
Capital Asasts Being Depraciated:
Buildings 139,798 11,836 - 151,734
Utllity Plant 13,448,586 1.327.616 - 14,776,202
Service Ecuipment 266,366 19,368 - 285,734
Office Furniture and Equipmant 46,535 6,837 " 53,372
Total Capital Asgets Being
Depraciatad 13,901,285 1,365 757 - 15,267 042

13
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GREEN-TAYLOR WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
Yaars Ended Dacember 31, 2008 and 2007

NOTE S CAPITAL ABSETS - (CONTINUED)

FRGELS

Balance Balance
12/31107 Additions Deletions 12/31/08
Accumuiated Deprelcation
Buildings 55,885 3478 . 59,383
Uttty Hant 3,084,054 237.768 B 3,321,842
Service Eguisment 208,107 21,240 - 230,347
Office Furniture and Bauipment 38,255 2.927 - 41,182
Total Ascurwlated Depreciation 3,387,301 265,433 - 3,002,734
Total Capital Assats Being
Ueprecinted, Net 10,813,984 1,100,324 . 11,514,308
Total Capital Assets, Nat $ 11,236,804 $ 2,011,088 $ 1.317.616 % 14,684,843

NOTEB:  LONG-TERM OBLIGATIONS

Reavenus Bonds payable with principal payments due annually on January 1 and interest
payments due semi-annually on January 1, and July 1, are detailed as follows:

1979 Waterworks Revenua Bond, original amount $663.000
maturing January 1, 2019 with a rate of 5%

1984 Waterwnrke Revenue Bond, original amount $466,000
maturing January 1, 2034, with a rate 0f4.50%, p,rlncipal
payments commenging January 1, 1957

1985 Waterworks Revenus Bond, original ampurni $675,000
maturing Jarnuary 1, 2035, with a rate of 4.875%, principal
paym sits commencing January 1, 1998

2001 Waterwarks Revenue Bond, original amount $252,000
maturing January 1, 2041, with a rate 0f 4.75%, principal
Baymeants commencing January 1, 2004

2004 Series A Waterworks Revenus Bond, original amount
$673,000 matring January 1, 2044, with a rate of 4.75%,
prncipal payments commencing January 1, 2007

2004 Series B Waterworks Revenue Bond, original amount
$297.,000 maturing January 1, 2044, with a rate of4.375%,
principal paymenis commencing January 1, 2007

2004 Refinancing of 1987, 1989, 1890, and 1993 Waterworks
Revenue Bonds, arlginal amount $2,610,000 matuting
January 1, 2027, with a variable rate of 2.28%-4.405%.
principal payments commencing January 1, 2005

Total Debt
Payments Dug In Lasg Than One

Total Long-Term Cbligations

14
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2008 2007
$ 332,000 5 382,000
397,000 404,000
589,000 689,000
238,500 241,600
£62,000 659,000
287,000 280.800
2,330,000 2402000
4,825,500 4,848.000
132,600 122,500
$ 4,693,000 $ 4.825500
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NOTE &

NOTET:

NOTE 8

GREEN-TAYLOR WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
Years Ended December 31, 2008 and 2007

LONG-TERM OBLIGATIONS - (CONTINUED)

PRGELT

The annual requirements to amortize all bonded debt cutstanding as of December 31, 2008

are gs follows:

2009
2010
2011
2012
2013
2014-2018
2019-2023
2024-2028
2029-2033
2034-2038
203e-2042
20432047

CAPITAL LEASE

The District has entered into an agreément to lease eguipment.

PRINCIPAL INTEREST TOTAL
132,500 211,210 343,710
137,000 206,614 343,614
1450060 201,102 346,802
152,000 195,106 347,166
156,000 188,673 347,873
238,000 828,443 1,768,443

1,035,500 610,381 1,645,581

1,029,500 365,808 1,385,308
470,500 212,738 683,235
349000 110,020 469,020
226,500 41,629 268,120

50,000 ¢ 6,958 58,958
3 4824500 5 B3.178.740 $8,003,740

This agreement is. in

substance, a purchase and ie reportad as a capital lease obligation. The following schedule
presents futurs minimum lsase paymants as of December 31, 2008.

Year Ending December 31,

RISK MANAGEMENT

2009
2010
2011
2012
2013
2014
2015

7,800
7,800
7,800
7,800
7,800
7,800
7,800

$ 54,600

The Green-Taylor Water District is exposed to various risks and losses related to torts; theft
of, damage to, and destruction of assats; errors and omissions and natural disasters. The

District purchases commercial insurance {o cover these instances

The District digd not have settled claims that exceeded the District's commercial insurance
coverage in any of the past three years

15
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NOTE o

PAGELR

GREEN-TAYLOR WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
Yaars Endad December 31, 2008 and 2007

PENSION PLAN

The County Employees Retirement Systern of Keniucky (CERS) is & cost-sharing multiple-
ermployer defined benefit pension plan that covers substantially ali regular full-ime mambears
employed in non-hazardous duty positions of each county and school beard, and any
additional eligible local agencies electing to participate in CERS. The plan provides for
retirement, disability, and deailh benefits io plan members. Retirement benefils may be
extended 10 beneficiaries of plan members under circumstancas. Cost-of-living arjusiments
are provided annually squal to the percemage increase in the annual average of the
consumer price index for all urban consumers for the most fecent calendar year, not to
exceed five percont in any plan year. The Kentucky General Assembly reserves the right to
suspend of reduce cost-of-living adjustments i In s judgment the welfare of the
Commonweallh so demands.

For the fiscal years ended June 30, 2008 & 2007, plan members were required to contribute
5% of thelr annual creditable compensation. Paricipaing employers were raquired to
coniribugte at an actuarially determined rate. Per Kentuchy Revised Statute Section 61,565
(3}, normal contribution and past service contribution rates shall be determined by the Soard
on tha basig of an annuel valuation last preceding the July 1 of a new biennium, The Board
may amend contribution rates a5 of the first day of July of the second year of a biennium., if it
is determined on the basis of a subsequent actuapial valuation that amended contribution
rates are necessary to satisly requiremeants determined in accordance with actuarial bases
adopted by the Board. For the fiscal years ended June 30, 2008 and 2007, participating
amployers contributed 16.17% and 13.19%, respective of each employee's creditable
compensation. The rate used by participating employers from July through Decarmber 2008,
was 16,17% of members non-hazardous compensation. The Green-Tayvior Waler District's
fotal payroll for 2008 and 2007 was $423,845 and $389,237 and the amount of payroll
coverad by CERS was $403,380 and $370,493, respectively

The following table presents certain information regarding the plans' status 83 a whole,
derivad from actuaria! valuations performed as of ihe dates indicated:

CERS a3 of CERS ag of CERS as of
June 30, 2008 Juns 30, 2007 June 30, 2006
(In Thousands)

Asasets available for benefits, at fair value $ 7,482,370 $ 7.107,113 $ 6,877,969

Ponsion benefit obligaiton 9,707,34¢ 8,868,182 8,199,712

(Under funded)/aver funded

pension benefint obligations $ (2224970) & (1,781,089) _§ (1,621,743

The following table presents the last three years of the lotal of all employer contributions to
CERS and the District's contributions for the vears ending December 31:

Total Plan Contributions - CERS

Annual
Required Actual Percentage
Fiscal Year Ended Contributions Cootributions Contributed
2008 $544 883127 % 347,035,446 84.80%
2007 $269,393,035 $ 281,483,082 104.48%
2006 $215,047.317 § 217,314,868 100.63%

16



NOTE &

PRGELS
GREEN-TAYLOR WATER DISTRICT
NOTES TO FINANGIAL STATEMENTS
Years Ended Decombar 31, 2008 and 2007
PENSION PLAN (CONTINUED)
Disirict Contributions - CERS
Annusl
Required Actusl Pearceniage
Flscal Year Ended Contributions Congributions Contribyted
2008 5 62,089 $ 62,982 100.00%
2007 $ 51,667 § 51,867 100.00%
2004 & 44,925 $ 41925 100.00%

Vesting in a retirement bersfit begins immediately upon eniry into the System. The
participant hag a fully vested interest after the completion of sixty months of service, twalve of
which are current service. At a minimum, terminated employses sre refunded their
contributiong with credited intersst &t 3% compounded annually through June 30, 1980, 6%
thereafter through June 30, 1986, and 4% thereafter

The pension henefit obligation is a standardized disclosure measure of the present value of
pension benefits which is adjusted for the effects of projected salary increasss and step-rate
benafita that are estimated to be payable in the fulure as a result of employee service-to-date.
The measure, which is the actuarial present value of credited projented banefits, is intended
i help users assess the pensions’ funding status on a going-concern basis, assess progress
made In accumulating sufficient assels to pay benefits when due, and make comparisons
among the plans and employers. '

The County Employees Retirement Sysiem does not make separate measurements of assets
and pension benefit obligation for individual employers. Ten-year historical trand information
showing the County Employaes Refirement System's progress in aceumulating sufficient
assels W pay bensfits when due ars presented in their June 30, 2008, comprehensive arnust
financial reports. Copies of these reports can be dbtained frorn CERS.

As the District is anly one of several employers participating in the plan, it is not practical to

determing the District's portion of the unfunded past service cost or the vested benefits of the
District's portion of the plan assets.

17
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WisE, BUCKNER, SPROWLES

" GREGORY 8. Wise, {PA
. & ASSOCIATE S' PLLC Bintey M. Buckagr. CPA
CERTIFIED PUBLIC ACCOUNTANTS Jerrray G Senowres, CPA

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Commigsioners of
Green-Taylor Water District

We higve audited the financial statements of the businass-typs activitles of Green-Taylor Water District, as
of and for the years ended December 31, 2008 and 2007, which collectively comprise the Green-Taylor
Watar Distriet's basic financial statements and have issued our report thereon dated March 26, 2009, Wy
conducted our audit in sccordance with audiling standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standeards,
issued by the Comptroller General of the United States.

In planning and performing our audit, we counsidered Green-Taylor Wailer District's internat control over
financial reporting as @ basis for designing our auditing procedures for the purpose of sxprassing our
opintons on the financlal statements, but not for the purpose of expressing an opinion on the effectiveness
of the Green-Taylor Water Disirict's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of tha Gresn-Tavior Water District's internal controf over financlal
reporting. :

Qur consideration of internal control over financial reporting was for the limited purpose described in the
praceding paragraph and would rot necessarily ldentify 3l deflclencies in internal control over financlal
raporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies I Internal control aver financist reporting that we congider to be significant
deficlencles.

A control deficiency exists when the design or operation of & control doss not aliow management or
employess, in the normal course of performing thelr assigned functions, to prevent or detect
misstatermsnts on & timely basis. A significant deficiency is a control dsficiency, or combination of control
deficiencies, that adversely affects the Green-Tavior Water District's ability 10 initiete, authorize, recard,
procass, of report financial data reliably in accordance with generally acceptad accolnting principles such
that there is more than a remote likelihood that a misstatement of the Green-Taylor Water District's
financial statements that is more than inconsequantial will not be prevented or detected by the Graen-
Taylor Water Districl's Intemal control, We consider the deficiencies described In ths following Schedule
of Findings and Responses as items 2008-01 and 2008-02 to be significant deficlenciss in internal control
over financkal reporting,

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
maore than & remotas likaelihood that 2 material misstatement of the financial statements will not be
prevented or datacted by the Green-Tayler Water District's internal control.

301 E. Mawv Strezr » PO, Box 1083 - CameserLsvinll, KY 42719-1083 - {270) 465-6842 « Fax (270) 465-7703
E-Mail; wihcpa@windstream.net » www.wlbcpas.com

MEMBERS: AICPA - KYCPA
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Board of Commissioners of
Green-Tayior Waler District
Fage 2

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control
that might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. Howavar, wa balieve that none of the
significant deficiencies described in the atfached schedule is a material weakness.

Compliance and Other Matiers

As part of obtaining ressonable assurance about whether Green-Taylor Water District's financial
staternents are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreaments, noncompllance with which could have a direct and
material effect on the determination of financial statement amounts. Howsver, providing an opinion on
compliance with thosée provisions was not an objactive of our audit, and accordingly, we do not axpress
such an opinion, The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Govarnment Auditing Standards,

We noted certain matters that we reported to management of Green-Taylor Water District, in a separate
lettar dated March £8, 2008,

This report is intended soisly for the infermation and use of management, the Board of Commissioners,
and federal awarding agencies and pass-threugh entities and is not interided to be and should net be used
by anyone cther than these specified partiss. .

Wise, Buckper, Sprowles ef Associates, PLLC

Wise, Buckier, Sprowies & Associates, PLLC
Campbellsvils, KY

March 26, 2009
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Schedule of Findings and Responses

s



ET-80-2089 09:1%5

Finding
Mymber

PRGE23

CGREEMN-TAYLOR WATER DISTRICT

SCHEDULE OF FINDINGS AND RESFONSES

December 31, 2008

Description of Findings and Response to Findings

200841

2008-2

Criteria:

Condition,

Cause:

Effect

Recomriendation:

Rasponsa:

Critgris

Conditon:

Lause:

Eflect

Recommendatiorn:

Responge:

Reconciliation of accounts in a timelyrmanner.

Raconcifiation of subsidiary ledgers lo the general ledger is not baing
perform ad.

Accounts payable and cusiomer deposiis wore notreconciled in a timely
anner,

Potential misstaternent of accounts receivable, accounts payabie and
cugtomer deposit accounts.

Al subsldlary ledgers should be reconciled o the general ledger and
maintained on 8 monthiy basls.

Tha oistrict agrees ihat reconciliation of subsidiaty ledgers fo the
genera! ledger will be done timely.

Segregation of dutias

One individual has access o cash, does the billing and parforme write
oifs to customer accounts.

amall office group
Potgntial misappropriation of assets.

GCash drawers sh9u!d be counted by other emplovea. Write ofis should
be approved by manspement,

The Digirict is looking atways o bettar sagregate duties .

20
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NONRECURRING CHARGE COST JUSTIFICATION

Meder Jest

Type of Charge:

1. Field Expanse:

A, Materials (tamize)

B. Labor (Time and Wags)

14,09

Total Ficld Expense

2. Clerical and Office Expense
A. Supplies
2. Labor

Total Clerical and Office Expense

3. Miscellansous Expense
A. Transportation

B. Other (ltemize)

§__ 400

N
§ (51

Postnge
Test

Total Miscellaneous Exponse

Total Nonrecurring Charge Expense

§._ 5951

nrcijust.doc - August 13, 2007
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NONRECURRING CHARGE COST JUSTIFICATION
s \ g
Type of Charge: “He-Conn echon Cj\m'ch

1. Field Expense:

A. Materials (hemize)

£ e
B, Labor (Time and Wege)
14,090
Total Field Expense $ (400
2. Clerical and Office Expense
A.  Supplies s 7l
B.  Labor __ 55
Total Clerical ant Office Expense 5 LR
3. Miscellaneous Expense
A.  Transportation $__ [3.00
B. Other (itemize)
Total Miscellanzous Expense § 1R300
FTotal Nonrecurring Charge Exponse $ 3241

nrcjust.doc - August 13, 2007
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NONRECURRING CHARGE COST JUSTIFICATION
Type of Charge:_fsefurned (heek U\o.vgo

1. Field Expense:

A. Materials (temizo)

$. .
B. L.abor (Time and Wage)
Total Fleld Expense g o
2. Clerice! and Office Expense
Al Supplies % |50
B.  Labor [edS
Total Glatlcal and Office Expense M
3. Migcellaneous Expense
A, Transportation % _
B. Other (temiza)
Total Miscellaneous Expense $_
Total Nonrecurring Charge Expense $_ 1765

nrejust.doc - August 13, 2007
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