
IN THE MATTER OF: 

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

1 

1 
) CASE NO. 2010- a155 

STATEMENT AND NOTICE 

Corinth Water District (“Corinth”), by counsel, pursuant to KRS 278.180 and KRS 

278.190, hereby petitions the Commission for approval of a proposed increase in its 

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

follows: 

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

distribution and sale of water. It currently provides water service to approximately 1,137 

customers in Grant, Harrison, and Peridleton Counties in Kentucky. Corinth is 

organized under KRS Chapter 74. Corinth’s principal office, place of business, and 

mailing address is 21 5 Thomas Lane, P.O. Box 21 8, Corinth, Kentucky 41 01 0. 

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

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, Corinth has utilized an 

historical test period consisting of the twelve (12) consecutive calendar months ending 

December 31,2009. 



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

required by 807 KAR 5006, Section 3(1). 

5. Corinth 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 $158,668, which is an 

increase of 24.83 percent over 2009 normalized revenues of $639,031 (as shown in 

Exhibit 3). Corinth believes the financial information attached to this application justifies 

a revenue increase of 34.7 percent; however, to reduce the burden upon its customers, 

Corinth is instead requesting a smaller revenue increase. 

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. Corinth has complied with 807 KAR 501 1, Section 9, (2) and 807 KAR 

5:001, Section I O ,  (3) and (4), by deliverirrg to newspapers of general circulation in its 

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

for publishing once a week for 3 consecutive weeks in a prominent manner, the first of 

said publications to be made no later than 7 days after April 16, 2010. 

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 I O ,  (4), (9, Corinth will post a copy 

of its Customer Notice (Exhibit No. 8) at its place of business on B 4 /15  , 201 0 and 

it will remain posted until the Public Service Commission has determined Corinth's 

rates. 



10. The list of the documents filed in support of Corinth’s application for 

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

contained in the Filing Requirement Index. 

11. Corinth has attempted in good faith to comply with the Commission’s rate 

case filing requirements, and believes it has provided sufficient information to allow the 

processing of this case to begin. In addition, it has been several years since Corinth 

has had a general rate increase, and its unrestricted cash reserves are extremely low. 

Therefore, and for these reasons, Corinth respectfully requests a waiver of any filing 

requirements deemed to be unmet, and requests Commission Staff assistance to the 

extent necessary to expedite the processing of this case. 

WHEREFORE, the Applicant, Corinth 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 Corinth, Kentucky thisp4h.5 Z m .  

CORINTH WATER DISTRICT 

BY a 4  
Chairman 

B Y W U Z X % k  
Chairman 

LAW FIRM OR ATTORNEY 

(859) XXX-xxxx 
824- 3 34 / 

-3- 



COMMONWEALTH OF KENTUCKY ) 

COUNTY OF GRANT ) 

, being duly sworn, deposes and states he is the 
Chairman of the Corinth 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. 

)SS 

The undersigned, $a,d fldlA 

N TESTIMONY WHEREOF, witness the signature of the undersigned on this 

Corinth Water District 

Subscribed and sworn to before me , Chairman of the Corinth 
Water District, on this &+,/05/ , 2010. 

My Commission Expires Q/ / , / 3  -2- 2Q/3 

Notary Pudlic 
In and for said County and State 

-4- 
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D Exhibit Index 

Exhibit Number and Title 

1. Proposed Tariff 

2. Comparison of Proposed & Current Tariff 

3. Pro Forma Financial Statements 

4. Pro Forma AdjustmentdRevenue Requirements 

5. Billing Analysis 

6. Analysis of Depreciation 

7. Cost of Service Study (Not Applicable under $5 million) 

8. Customer Notification 

9. 2009 Audit Report 





CORINTH WATER DISTRICT 
(Name of Utility) 

FOR CORINTH, KENTUCKY 
Community, Town or City 

P.S.C. KY. NO. 

SHEET NO.- - 

CANCELLING P.S.C. KY. NO.- 

SHEET NO. P 

-~ CONTENTS 

Monthlv Rates 

First 1,000 Gallons 
Next 4,000 Gallons 
Next 5,000 Gallons 
Over 10,000 Gallons 
Truck Loading Station 

$17.84 Minimum Bill 
12.99 Per 1,000 Gallons 
1 1.57 Per 1,000 Gallons 
10.14 Per 1,000 Gallons 
7.00 Per 1,000 Gallons 

DATE OF ISSvE_ APRILld 2010 

DATE EFFECTIVE MAY 30.2010 

Month / Date / Year 

Month / Date / Year 

ISSUED BY ~ 

(Signature of OEficer) 

TITLE- CHAIRMAN ..- 

BY AUTHORITY OF ORDER OF THE PIJBLIC SERVICE COMMISSION 
IN CASE NO. DATED 





- - ~ .  CORINTH WATER DISTRICT 
(Name of Utility) 

FOR - 
Community, Town or City 

P.S.C. KY. NO. 

SHEET NO. 

CANCELLING P.S.C. KY. NO. 

SHEET NO. 

CONTENTS 

Monthly Rate 
First 1,000 Gallons 
Next 4,000 Gallons 
Next 5,000 Gallons 
Over 10,000 Gallons 
Truck Loading Station 

$17.84 Minimum Bill 
Monthly Rate 

12.99 Per 1,000 Gallons 
1 1.57 Per 1,000 Gallons 
10.14 Per 1,000 Gallons 
7.00 Per 1,000 Gallons 

DATE OF ISSUE ~~ 

DATE EFFECTIVE 

Month / Date I Year 

Month / Date / Year 

ISSUED BY 
(Signature o f  Of€icer) 

TITLE- --1_____ 

BY AUTHORITY OF ORDER OF THE PIJBLIC SERVICE COMMISSION 

IN CASE NO. DATED ~ _ _ _ _ _ _  





,-. 
Income Statement Showing Impact 2009 Adjustments 
of All Proposed Adjustments 
Total Operating Revenues $582,142 $56,889 

$1 58.668 

Revenue Requirement Calculation 
$685,386 - Proforma Operating Expenses 
$164,387 - Debt Service Coverage (1.2 x $1 36,989 Debt Service) 
$849,773 - Revenue Requirement 
[$639,031) - Normalized Revenues 
$210,742 - Justified Increase (34.7% increase over normalized water sales revenues) 
$ 150,654 - Increase Requested (25% for monthly rates, 21.7% for bulk loading station) 

Ref. Adjusted 

A $797,699 

Debt Service- Debt Service- Debt Service - 
Series 1998 Series 2002 Series 2005 

$29,660 $27,25 1 $80,003 
$30,280 .-___ $27,245 $79,658 
$29,853 $27,226 ,~ $79,791 

.I/ 3-yr. avg. 

-~ 
Total 

Totals 

$1 36,914 
$137,183 
$136,870 
$410,967 
$1 36,989 



Reference Motes 

- 2009 1 Adjustments I Adjusted I Normalized Gallons 
Unmetered Sales 

- Total Res./Commercial Sales- 
Bulk Station Sales 
Total Water Sales Revenue - 

Misc. Service Revenues 
Total Operating Revenues 

Forfeited Discounts - 

A. Revenues were adjusted to show normalized revenue based on a 2009 billing analysis, resulting in an 
adjustment of $56,889: 

For purposes of this Exhibit, revenues were also adjusted by $158,668 to show the effect of the proposed 
increase: 

$573,615 

$33,002 21 .?% $7,161 $40,163 
$606,974 - $150,654 $757,628 
$28,373 25% $7,093 $35,466 
$3,684 25% $921 $4,605 

$639,03 I $158,668 $797,699 

***Bulk Station Sales are done in 25-cent increments. The proposed increase for bulk station sales is to 
$7.00 (instead of a 25% increase to $7.1 9) to maintain a 25-cent increment. This is an increase of 21.7% 
rather than 25%. 



‘CQRIMTH WATER DlSTRlCT 
BALANCE SHEETS 
December 31,2009 and 2008 

2009 2008 
ASSETS 

Current Assets 
Cash and cash equivalents 
Accounts receivable - customers 
Inventories 
Prepaid insurance 

Total Current Assets 

Restricted Assets 
Reserve funds 
Sinking funds 

Total Restricted Assets 

Capital Assets 
Land 
Lines and equipment 
Office furniture and fixtures 
Transportation equipment 
Total utility plant in service 
Less accumulated depreciation 

Total Capital Assets, net of depreciation 

TOTAL ASSETS 

LIABILITIES AND NET ASSETS 
LIABILITIES 

Current Liabilities 
Accounts payable - general 
Line of credit - Forcht Bank 
Accrued interest payable 
Customer deposits 
Withheld and accrued liabilities 

Total Current Liabilities 

Current Liabilities Payable from Restricted Assets 
Bonds payable 
Accrued interest on bonds 

Total Current Liabilities Payable from Restriced Assets 

Long-Term Liabilities 

Total Long-Term Liabilities 
Bonds payable - USDA - Water Revenue Bonds 

TOTAL LlABDLlTlES 
NET ASSETS 

Invested in capital assets, net of related debt 
Restricted 
Unrestricted 

TOTAL NET ASSETS 
TOTAL LIABILITIES AND NET ASSETS 

$ 7,398 $ 12,330 
60,519 104,754 
9,840 11,290 
2,360 2,116 

130,490 80,117 

47,731 41,712 
73,102 1,328 

120,833 43,040 

6,200 6,200 
6.1 46,997 6,130,975 

23.074 15,111 
55I253 55,253 

6,231,524 6,207,539 
(1,890.950) (1,722,204) 
4,340,574 4,485,335 

!$ 4,541,524 $ 4,658,865 

$ 22,119 $ 22,840 
7,123 

48 
4,080 2,640 
8,763 8,340 

42,133 33,820 

66.300 32.500 
52,355 
I 18,655 32,500 -- 

2,345,000 2,378,800 
2,345,000 2,378,800 

2,505,788 2,445,120 

1,922,151 2,074,034 
68,478 43,040 
45,107 96,671 

2,035,736 2,213,745 

$ 4,541,524 !$ 4,658,865 

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

- 4 -  





-~ 2009 Adjustments 
Total Water Sales Revenue $550,085 $56,889 
Forfeited Discounts $28,373 0 
Misc. Service Revenues $3,684 0 
Total Operating Revenues ___ $582,142 $56,889 

Revenue Requirement Calculation 
$685,386 - Proforma Operating Expenses 
$ 164,387 - Debt Service Coverage (1.2 x $136,989 Debt Service) 
$849,773 - Revenue Requirement 
{$639.031) - Normalized Revenues 
$210,742 - Justified Increase (34.7% increase over normalized water sales revenues) 
$ 150,654 - Increase Requested (25% for monthly rates, 21.7% for bulk loading station) 

Ref. Adjusted 
$606,974 
$28,373 
$3,684 

A $639,031 

Year Debt Service- Debt Sexce- Debt Service - Totals 
Series 1998 Series 2002 ,- Series 2005 

201 1 $29,660 ___ $27,251 $80,003 $136,914 
$30,280 $27,245 $79,658 $1 37,183 
$29,853 $27,226 $79,791 $1 36,870 - 

$410,967 
3-yr. avg. $1 36,989 

- 



Reference Notes 

2009 Adjustments Adjusted Normalized Gallons 

Total Res./Commercial Sales $516,726 $56,889 $573,615 50,459,600 
$33,002 0 $33,002 5,538,000 

$550,085 $56,889 $606,974 55,997,600 .- 

Unmetered Sales ~ - ~ .  $357 0' .. $357 

Forfeited Discounts $28,373 0 $28,373- 
$3,684 0 $3,684 

$56,889 $639,031 - $582,142 

A. Revenues were normalized based on a 2009 billing analysis. 

-- 
Purchases (gallons) -- 
Percentage 

Sales 
Percentage 

Other Water Use _" 

Percentage 

2009 Normalized Allow 15% line loss Excess 

100% 100% 
82,709,000 84,896,300 81,624,958 

_.^ 

54,555,000 55,997,600 55,967,600 
65.96% 65.96% 

13,069,000 13,413,615 
15.80% 15.80% 

B. Purchased Water Expense was adjusted to reflect normalized expense based on normalized sales 
revenue. The reported 2009 line loss of 18.23% is expected to decrease because of the near-completion 
of road work at Interstate 75, which in the past few years has caused unexpected line breaks due to 
bulldozing. Corinth is aware that the Commission normally limits line loss to 15% for ratemaking 
purposes, resulting in allowable purchased water expense as follows: 

I 

15,085,000 I 15,485,085 
18.24% I 18.24% 

12,243,743 3,241,342 
15% 

Subtotal 
85% 

PurcFased Water Exp. 
Current Purchased Water 
rated from Williamstown 

_ _ _ ~ -  
$21 6,443 $214,674 $8,482 

$2.63 
-I_. 

C. Materials and Supplies Expense was adjusted to reflect the materials cost of new automated meters. 
If Corinth's rate increase is granted, Corinth wishes to replace its old meters with automated meters which 
can be read more easily and accurately. Corinth has approximately 1,137 customers, and replacing 10% 
of its meters each year as suggested by PSC regulations, and at a materials cost (excluding labor) of 
$149 per meter, results in an adjustment of $16,986. See attached invoice from Hayes Pipe Supply. 



E. Amortization Expense was adjusted to include rate case consulting fees of $3,675 amortized over a 
three-year period. 

F. Loss from Disposition was removed for ratemaking purposes. 

G. Interest income was removed, as Corinth’s cash levels and earned interest rates are now very low. 



€2 
(615) 255-4040 0 (800) 342-1973 * F ~ x  (615) 256-8836 

Knoxvjlle, T1\T Q (865) 525-1717 B www.hayespipe.com 61 Murfreesboro, TN Q (615) 217-3040 
61 L&SI@O~, Ku Q (859) 231-8323 
61 Acw~lrth, GA Q (770) 529-8883 

Eou.&v~~~,  KY Q (502) 454-8500 €2 
Fainbm, GA * (770) 969-7878 61 

61 Tampa, FL (813) 241-4040 
- I h e  ACCESSOI~~S - §EYKI'C~ te&d§ - GBbgPipe 

/Cust. No. Order No. Customer P.Q. if Ter. Si%# 

YP cT i '/ 

b.!* w.*, PJ!~.<*LJ 

- I  
4. J 

Ship Via .D -. Terms Ref # 

.L PRODUCTS ARE WARRANTED ONLY TO THE EXTENT OF THE 
ARRANTIES PROVIDED BY THE RESPECTIVE MANUFACTURERS OF THESE 
WDUCTS. AND PRODUCTS ARE INTENDED FOR USAGE AND 
ISTALLATIONS AS STATED IN THE MANUFACTURERS WRITEN 
ECOMMENDATIONS. ANY PRIOR WRITTEN OR IMPLIED WARRANTIES OR 
iRVICE I INSTALLATION INSTRUCTIONS ARE SUPERSEDED BY THIS 
TATEMENT. THIS ENTIRE TRANSACTION IS EXPRESSLY LIMITED TO THE 
ERMS AND CONDITIONS OF SALE AS STATED ON THE REVERSE SIDE OF 
+IS PAGE. INTEREST AT THE MAXIMUM LEGAL RATE WILL BE CHARGED IN 
+E EVENT PAYMENT IS MOT MADE WITHIN THE TERMS OF THIS INVOICE. 

http://www.hayespipe.com




D 5illing Analysis - Exhibit 5 

- ~ I  

Level Bills First 1,000 Next 4,000 Next 5,000 Over 10,000 
First 1,000 2,705 979,800 

Usage by Rate Increment: 

Total Usage 
979,800 

I 8 

Next 4,000 7,873 7,873,000 

Next 5,000 2,486 2,486,000 

5 

23,291,800 

9,944,000 - 4,058,400 16,488,400 

15,418,800 --__I 

Over 10,000 356 356,000 1,424,000 1,780,000 6,139,600 9,699,600 

I d  I I I I_ I 

v F , 4 2 O  

Revenue by Rate Increment: 

11,694,800 26,786,800 5,838,400 6,139,60050,459,600{ 

Level Bills Gallons 
- First 1,000 13,420 11,694,800 

Next 4,000 26,786,800 
Next 5,000 5,838,400 

Over 10,000 6,139,600 
I -I 

Ratel1,OOO Revenue 
$14.27 $191,503.40 
$1 0.39 $278,314.85 
$9.25 $54,005.04 
$8.1 1 $49,792.1 6 

Total Metered 

Bulk Loading Stations 

Total 

13,420 50,459,600 $573,615.45 

-.-- 5,739,478 $5.75 $33,002.00 , 

56,199,078 $606,974, 



Current 
First 1,000 
Next7?,000 
Next 5,000 

Over 10,000 

Rates Proposed Rates 
$14.27 Minimum Bill First 1,000 $17.84 Minimum Bill 
$10.39 Per 1,000 gallons Next 4,000 $12.99 Per 1,000 gallons 

Next 5,000 $1 1.57 Per 1,000 gallons $9.25 Per 1,000 gallons 
Over 10,000 $10.14 Per 1,000 gallons $8.1 1 Per 1,000 gallons 

_I- 

-4 dl 
- Comparison of Rates at 

Different Usage Levels 

Bulk LoadKg Stations 

Note: Average customer (3,800 gallons) bill will increase from $43.36 to $54.20 

$5.75 Per 1,000 gallons $7.00 Per 1,000 gallons 
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-807 KAR 5:OOl Section I O  (6)(u) requires a cost of service study for gas, electric or 
water utilities whose annual gross revenues exceed $5,000,000. Corinth Water 
District’s gross annual revenues do not exceed this threshold. In addition, Hickory is 
proposing an across-the-board 20% increase. Therefore, Corinth believes this 
requirement is not applicable in this instance. 

-In addition, Corinth is aware that Commission Staff often performs cost-of-service 
studies. To the extent that such a study is required in this case, Corinth requests a 
waiver to allow the processing of this case to proceed expeditiously due to our limited 
cash reserves, and requests Commission Staff assistance if a cost of service study is 
required to be done in this case. 





NOTICE 
Corinth Water District has filed an application with the Public Service Commission to increase its rates for 
water service. Corinth has not requested a general rate increase since 2003. Corinth believes it can 
justify a larger rate increase; however, to reduce the burden upon its customers, Corinth is instead 
requesting a smaller rate increase of 25%. The proposed effective date of the change is Mav 30.2010. 

Monthlv Rates: 
Current: 
First 1.000 Gallons $14.27 Minimum Bill 

Proposed 
First 1,000 Gallons $17.84 Minimum Bill 

Next 4,000 Gallons 10.39 Per 1,000 Gallons Next 4,000 Gallons 12.99 Per 1,000 Gallons 
Next 5,000 Gallons 9.25 Per 1,000 Gallons Next 5,000 Gallons 11.57 Per 1,000 Gallons 
Over 10,000 Gallons 8.11 Per 1,000 Gallons Over 10,000 Gallons 10.14 Per 1,000 Gallons 
Truck Loading Station 5.75 Per 1,000 Gallons Truck Loading Station 7.00 Per 1,000 Gallons 

MONTHLY MONTHLY BILL AT MONTHLY BILL AT PERCENT INCREASE 
USAGE CURRENT RATE PROPOSED RATE OVER CURRENT 

1,000 $14.27 $17.84 25.0% 

5,000 $55.83 $69.80 25.0% 

10,000 $102.08 $127.65 25.0% 

20,000 $183.18 $229.05 25.0% 

30,000 $264.28 $330.45 25.0% 

50,000 $426.48 $533.25 25.0% 

75,000 $629.23 $786.75 25.0% 

1 00,000 $831.98 $1,040.25 25.0% 

150,000 $1,237.48 $1,547.25 25.0% 

The rates contained in this notice are the rates proposed by Corinth Water District. However, the Public 
Service Commission may order rates to be charged that are higher or lower than the rates proposed in 
this notice. 

Any corporation, association, body politic, or person may request leave to intervene, by motion within 
thirty (30) days after notice of the proposed rate change is given. A motion to intervene shall be in 
writing, shall be submitted to the Executive Director, Public Service Commission, Post Office Box 615, 
Frankfort, KY 40602, and shall set forth the grounds for the motion, including the status and interest of the 
party movant. Copies of the application may be obtained at no charge from the utility office at Corinth 
Water District, 215 Thomas Lane, P.O. Box 218, Corinth, KY 41010. Upon request from an intervenor, 
the utility shall furnish to the intervenor a copy of the application and supporting documents. 

Corinth Water District 
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Van GorderJValker & Co., Inc. 
C e r t i f i e d  P u b l i c  A c c o u n t a n t s  

Independent Auditor’s Report 

To the Board of Commissioners 
Corinth Water District 

We have audited the accompanying balance sheets of the Corinth Water District (District) as of 
December 31, 2009 and 2008 and the related statements of revenues, expenses and changes 
in net assets, and cash flows for the years then ended. These financial statements are the 
responsibility of the District’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America. Those standards require that we plan and perform our audits 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 audits provide a reasonable basis 
for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of the Corinth Water District as of December 31, 2009 and 2008, and the 
results of its operations and cash flows for the years 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 a report dated 
February 5 ,  2010 on our consideration of the Corinth Water District’s internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grants. The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing and not to 
provide an opinion on the internal control over financial reporting or on compliance. That report 
is an integral part of an audit performed in accordance with Government Auditing Standards 
and should be read in conjunction with this report in considering the results of our audits. 

The management’s discussion and analysis on page 3 is not a required part of the basic 
financial statements, but is supplementary information required by accounting principles 
generally accepted in the United States of America. We have applied certain limited 
procedures, which consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the required supplementary information. However, we did 
not audit the information and express no opinion on it. 

Van Gorder, Walker & Company, Inc. 
Erlanger, Kentucky 
February 5 ,  2010 

- -  
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Corinth Water District 
P.O. Box 218 

Corinth, KY 41010 

Management’s Discussion and Analvsis 

The following is an overview of the District’s financial activities and activities in 
general for the year ended December 31 , 2009. 

Total Assets: $4,541,524 
Total Liabilities: $2,505,788 

Total Operating Revenues: $582,142 
Total Operating Expenses: $667,460 
Operating Loss: $(85.318) 

In comparison to the year ended December 31, 2008, the District decreased its 
total assets by 2.5%, while decreasing its liabilities by a corresponding 2.5%. 
The District had an operating loss in 2009 due to a significant decrease in water 
sales revenue. 

The District remains on a solid financial foundation. The District receives all of its 
revenues from the direct sale of water to its customers, tap-on fees, deposits for 
new customers, and late fees on monies owed on respective bills. 

The District uses the accounting firm of Morris & Bressler to oversee its daily 
accounting operations. The District uses Van Gorder, Walker & Company for its 
yearly audit. 

The District has a month to month accrual of monies expended to maintain the 
operations of the District. The reports of income & expenses are discussed at 
each monthly meeting of the District’s Board. 

The District currently has no construction in progress. 

William H. Hill, Manager 
Corinth Water District 
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CORINTH WATER DISTRICT 
BALANCE SHEETS 
December 31,2009 and 2008 

2009 
ASSETS 

Current Assets 
Cash and cash equivalents $ 7,398 
Accounts receivable - customers 60,519 
Inventories 9,840 
Prepaid insurance 2,360 

Total Current Assets 80,117 

Restricted Assets 
Reserve funds 47,731 
Sinking funds 73,102 

Total Restricted Assets 120,833 

Capital Assets 
Land 6,200 
Lines and equipment 6,146,997 
Office furniture and fixtures 23,074 
Transportation equipment 55,253 

6,231,524 Total utility plant in service 
Less accumulated depreciation (1,890,950) 

4,340,574 
TOTAL ASSETS $ 4,541,524 

LIABILITIES AND NET ASSETS 
LIABILITIES 

Total Capital Assets, net of depreciation 

Current Liabilities 
Accounts payable - general $ 22,119 
Line of credit - Forcht Bank 7,123 
Accrued interest payable 48 
Customer deposits 4,080 
Withheld and accrued liabilities 8,763 

Total Current Liabilities 42,133 

Current Liabilities Payable from Restricted Assets 
Bonds payable 66,300 
Accrued interest on bonds 52,355 

Total Current Liabilities Payable from Restriced Assets I I 8,655 

Long-Term Liabilities 

Total Long-Term Liabilities 
Bonds payable - USDA -Water Revenue Bonds 

TOTAL LIABILITIES 
NET ASSETS 

Invested in capital assets, net of related debt 
Restricted 
Unrestricted 

TOTAL NET ASSETS 
TOTAL LIABILITIES AND NET ASSETS 

The accompanying notes are an integral part of the Financial statements 

2,345,000 
2,345,000 

2,505,788 

1,922,151 
68,478 
45,107 

2,035,736 

$ 4,541,524 

2008 

$ 12,330 
104,754 
1 1,290 
2,116 

130,490 

41,712 
1,328 

43,040 

6,200 
6,130,975 

15,111 
55,253 

6,207,539 
(1,722,204) 
4,485,335 

$ 4,658,865 

$ 22,840 

2,640 
8,340 

33,820 

32,500 

32,500 

2,378,800 
2,378,800 

2,445,120 

2,074,034 
43,040 
96,671 

2,213,745 

$ 4,658,865 
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CORINTH WATER DISTRICT 
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS 
For the Years Ended December 31,2009 and 2008 

2009 zoo8 
OPERATING REVENUES 

Water revenue 
Forfeited discounts 
Miscellaneous service revenues 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES 

Salaries and wages - employees 
Salaries and wages - officer and directors 
Employee benefits 
Retirement benefits 
Advertising 
Bad debt expenses 
Contractual services 
Depreciation expenses 
Education/training 
Equipment rentals 
Insurance expenses 
Materials and supplies 
Miscellaneous expenses 
Purchased power 
Purchased water 
Taxes other than income taxes 
Transportation expenses 

TOTAL OPERATING EXPENSES 

OPERATING LOSS 

NON-OPERATING INCOME (EXPENSE) 
Interest income 
Loss on disposal of assets 
Interest expense 

NET NON-OPERATING EXPENSE 

NET LOSS 

CAPITAL CONTRIBUTIONS 

CHANGE IN NET ASSETS 

NET ASSETS, JANUARY 1 

NET ASSETS, DECEMBER 31 

The accompanying notes are an integral part of the financial statements. 
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$ 550,085 $ 606,706 
28,373 29,472 
3,684 1,721 

582,142 637,899 

135,652 
11,695 
14,858 
19,648 

507 
6,623 

38,085 
1723 78 

1,073 
302 

8,437 
16,483 

538 
1,650 

216,443 
11,747 
11,541 

144,112 
10,720 
13,279 
19,290 

51 5 
8,456 

41,091 
177,907 

624 

8,874 
15,575 
1,066 
1,984 

230,343 
12,412 
17.746 

- 

667,460 703,994 

(85,318) (66,095) 

71 7 2,135 

(1 06,106) (104,912) 

(I 04,322) (103,971) 

(1 89,640) (170,066) 

(1 27) - 

11,631 10,095 

(1 78,009) (159,971) 

2,213,745 2,373,716 

$ 2.035.736 $ 2,213,745 



CORINTH WATER DISTRICT 
STATEMENTS OF CASH FLOWS 
For the Years Ended December 31,2009 and 2008 -- 

2008 .- 2009 
CASH FLOWS FROM OPERATING ACTIVITIES 

Received from customers 
Paid to suppliers for goods and services 
Paid to or on behalf of employees for services 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 
interest on investments 
Expenditures for construction and equipment 
Cash received from sale of assets 
Decrease (Increase) in restricted cash 
Contributions in aid of construction 

NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES 

$ 626,377 $ 635,058 
(299,757) (325,542) 
(1 93,177) (198,716) 

133,443 I io,aoo -.- 

717 2,135 
(27,544) (28,443) 

(77,793) 19,444 
11,631 10,095 --_____ 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES 
Interest on long-term debt (52,509) (1 06,106) 
Payments on long-term debt (30,700) 
Proceeds from line of credit 
Payments on line of credit 

8,058 
(935) 

NET CASH USED IN CAPITAL AND FINANCING ACTIVITIES (45,386) (I 36,806) 

DECREASE IN CASH AND CASH EQUIVALENTS (4,932) (22,775) 

CASH AND CASH EQUIVALENTS-BEGINNING OF YEAR 

CASH AND CASH EQUIVALENTS-END OF YEAR 

12,330 -.-- 35,105 

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY OPERATING ACTIVITIES 

Operating loss 
Adjustments to reconcile net income to net cash 

provided by operating activities 
Depreciation 
Change in operating assets and liabilities 

Decrease (Increase) in receivables 
Decrease (Increase) in inventories 
Decrease (Increase) in prepaid assets 
Increase (Decrease) in accounts payable 
Increase (Decrease) in withheld and accrued liabilities 
Increase (Decrease) in customer deposits 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

SUPPLEMENTAL INFORMATION 

Interest paid 
Income taxes paid 

The accompanying notes are an integral part of the financial statements 
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172,178 

44,235 
1,450 
(244) 
(721 1 
423 

1,440 

$ 133.443 
- 

177,907 

(2,841 1 
(4,798) 

(29) 
5,859 
1,097 
(300) 

$ 110,800 

$ (52,509) $ (106,106) 
$ $ 



CORINTH WATER DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
December 31.2009 and 2008 

NOTE I - GENERAL INFORMATION AND SIGNIFICANT ACCOUNTING POLICIES 

Corinth Water District (District) is a water utility, which provides service to residential and 
commercial customers in Grant, Pendleton, and Harrison Counties in Kentucky. The District was 
created by the Grant County Court on January 11 , 1965 under the provisions of chapter 74 of the 
Kentucky Revised Statutes (“KRS”). 

Regulatory Requirements 
The District is subject to the regulatory authority of the Kentucky Public Service Commission 
(“PSC”) pursuant to KRS 278.040. 

Basis of Accounting 
The District‘s financial statements are presented on the full accrual basis in accordance with 
accounting principles generally accepted in the United States of America. The District applies all 
Governmental Accounting Standards Board (GASB) pronouncements as well as Financial 
Accounting Standards Board (FASB) statements and interpretations, and the Accounting 
Principles Board (APB) Opinions of the Committee on Accounting Procedure issued on or before 
November 30, 1989, unless those pronouncements conflict with or contradict GASB 
pronouncements. 

The District has adopted GASB Statements 33 through 41 , and related interpretations issued 
through ’December 31 , 2009. Statement No. 33 required capital contributions to be recorded in 
the statement of revenues, expenses and changes in net assets. Statement 34 and subsequent 
statements and interpretations required certain other changes in terminology, format and content, 
as well as inclusion of the management’s discussion and analysis as required supplementary 
information. 

All activities of the District are accounted for within a single proprietary (enterprise) reporting 
entity. Proprietary entities are used to account for operations that are (a) financed and operated 
in a manner similar to private business enterprises where the intent of the governing body is that 
the cost (expense, including depreciation) of providing goods or services to the general public on 
a continuing basis be financed or recovered primarily through user charges; or (b) where the 
governing body has decided that periodic determination of revenues earned, expenses incurred, 
andlor net income is appropriate for capital maintenance, public policy, management control, 
accountability, or other purposes. 

The accounting and financial reporting treatment applied to the District is determined by its 
measurement focus. The transactions of the District are accounted for on a flow of economic 
resources measurement focus. With this measurement focus, all assets and all liabilities 
associated with the operations are included on the balance sheet. Net assets (Le., total assets 
net of total liabilities) are segregated into ”invested in capital assets, net of related liabilities”; 
“restricted”; and “unrestricted” components. 

- 7 -  



I 

1 - 

NOTES TO THE FINANCIAL STATEMENTS 
- 

Allowance for Bad Debts 
The District uses the allowance method to account for bad debts. At June 30, 2009 and 2008, 
the balances of the allowance were $2,100 and $2,800, respectively. 

Cash Equivalents 
For purposes of the balance sheets and statement of cash flows, the District considers all 
unrestricted highly liquid debt instruments purchased with a maturity of three months or less to be 
cash equivalents. 

Inventories 
Inventories are stated at the lower of cost or market. Cost is determined under the First-In, First- 
Out (FIFO) method. Market is determined on the basis of estimated realizable market values. 

Income Tax Status 
The District is exempt from federal and state income taxes since it is a political subdivision of the 
Grant County Court. Accordingly, the financial statements include no provision for income taxes. 

Purchased Water Costs 
The District is dependent on the City of Williamstown as its sole supplier of water. On September 
1, 2004, the District signed an agreement with the City of Williamstown to extend this water 
service agreement for the next 42 years. 

Use of Estimates 
The process of preparing financial statements in conformity with generally accepted accounting 
principles requires the use of estimates and assumptions regarding certain types of assets, 
liabilities, revenues and expenses. Such estimates primarily relate to unsettled transactions and 
events as of the date of the financial statements. Accordingly, upon settlement, actual results 
may differ from estimated amounts. 

Operating Revenues and Non-Operating Revenues 

Revenues have been classified as operating and non-operating. Operating revenues are those 
revenues that are directly generated from the sale of water to customers. Non-operating 
revenues are those revenues that arise from the overall function of the entity. Examples of non- 
operating revenues are grant revenues, sales of fixed assets and interest income. 

NOTE 2 - DEPOSITS AND INVESTMENTS 

Deposits consist of checking and savings accounts. They are carried at cost, which 
approximates market value. The carrying amount of deposits is separately displayed on the 
balance sheet as “Cash and Cash Equivalents” and “Restricted Assets”. At December 31, 2009 
and 2008, the bank balances were $128,231 and $55,370 respectively, which were the same as 
the carrying amount. 
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CORINTH WATER DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 
December 31,2009 and 2008 

The District’s investment policy allows investments only in the form of savings accounts and 
certificates of deposit at local banks in Grant County, Kentucky. The District holds funds at 
Forcht Bank. The FDIC insures bank deposits for amounts under $250,000 per banking 
institution. Thus, all of the $128,231 in District funds is insured. In accordance with GASB 40, 
there is no market risk on these savings account investments. 

NOTE 3 - RESTRICTED ASSETS 

Included in restricted net assets at December 31, 

2009 2008 
Reserve fund $ 47,731 $ 41,712 
Sinking fund 73,102 1,320 

Total Restricted Assets $ 120,833 $ 43,040 

NOTE 4 - CAPITAL CONTRIBUTIONS 

In conformity with the provisions of Governmental Accounting Standards Board Statement No. 33 
- Accounting and Financial Reporting for Non-Exchange Transactions, amounts related to 
customer contributions in aid of construction have been reported as other income in the District’s 
income statement. These contributions represent customer tap-in fees and other contributions to 
recover the costs of extensions of the distribution system. During 2009 and 2008 these 
contributions consisted of the following: 

Source 2009 2008 
Tap in fees and construction costs paid by new customers $ 11,631 $ 10,095 

Total capital contributions received in aid of construction $ I 1,631 $ 10,095 

NOTE 5 - UTILITY PLANT IN SERVICE 

All property, plant and equipment including infrastructure assets are recorded at cost and 
depreciated over their estimated useful lives, using the straight-line method. Upon sale or 
retirement, the cost and related accumulated depreciation are eliminated from the respective 
accounts and the resulting gain or loss included in the results of operations. Repair and 
maintenance charges, which do not increase the useful lives of the assets, are charged to income 
as incurred. Interest incurred on construction funding during the period of construction is 
capitalized and is added to the item under construction rather than charged to expense as 
incurred. 
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NOTES TO THE FINANCIAL STATEMENTS 

Balance at 
December 31, 

Balance at 
December 31, 

Asset Type 2008 Additions Retirements 2009 
Land $ 6,200 $ - $ - $ 6,200 
Buildings and improvements 
Distribution reservoirs and pipes 
Furniture and fixtures 
Hydrants 
Meter system and installation 
Supply mains 
Tools and equipment 
Transmission mains 
Transportation equipment 

Accumulated depreciation 
Subtotal 

Fixed Assets, net 

80,267 
409,285 

15,111 
110,013 
677,926 

13,191 
11,255 

4,829,038 
55,253 

6,207,539 
(1,722,204) 

$ 4,485,335 

- 
1 1,013 
3,245 

12,161 
- 

1,125 
- 

27,544 
(1 72,178) 

$ (144,634) 

3,050 

509 

(3,559) 
3,432 

$ (1 27) 

80,267 
409,285 
23,074 

I 1  3,258 
690,087 

13,191 
11,871 

4,829,038 
55.253 

6,231,524 
(1,890,950) 

$ 4,340,574 

NOTE 6 -WATER REVENUE BONDS; SERIES 1998 

On November 5, 1998, the District issued a water revenue bond in the amount of $526,000. The 
interest rate is 4.75% per year. Interest is payable semi-annually on the first day of January and 
July of each year. The first payments were due January 1, 2001 and mature through 2038. 

The remaining debt service is as follows: 

Interest Principal Interest Total 
Year Rates Amount Amount Debt Service 
201 0 4.75% $ 16,000 $ 33,250 $ 49,250 
201 1 4.75% 
201 2 4.75% 
201 3 4.75% 
2014 4.75% 

201 5-2038 4.75% 

Totals 

8,000 2 I ,660 29,660 
9,000 21,280 30,280 
9,000 20,853 29,853 

10,000 20,425 30,425 
420,000 281,200 701,200 

$ 472,000 $ 398,668 $ 870,668 

NOTE 7 -WATER REVENUE BONDS; SERIES 2002 

On October 25, 2002, the District issued water revenue bonds in the amount of $485,000. The 
interest rate is 4.625% per year. Interest is payable semi-annually on the first day of January and 
July of each year. Principal installments mature in 2005 through 2042. The first payments were 
due January 2005. Collateral includes water lines, meters and pumping equipment of the District. 
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CORINTH WATER DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS i December 31,2009 and 2008 

The future minimum cash requirements are as follows: 

Interest Principal Interest Total 
Year Rates Amount Amount Debt Service 
201 0 4.625% $ 12,300 $ 31,552 $ 43,852 

4.625% 6,600 20,651 27,251 201 I 
2012 4.625% 6,900 20,345 27,245 
201 3 4.625% 7,200 20,026 27,226 
2014 4.625% 7,600 19,693 27,293 

201 5-2042 4.625% 41 8,200 323,968 742, I 68 

Totals $ 458,800 $ 436,235 $ 895,035 

NOTE 8 -WATER REVENUE BONDS; SERIES 2005 

On September 9, 2005, the District issued water revenue bonds in the amount of $1,532,000. 
These bonds were issued to finance the construction of a waterline extension and to pay off the 
capital lease balance of $890,000 previously held by the District. The interest rate is 4.125% per 
year. Interest is payable semi-annually on the first day of January and July of each year. 
Principal installments mature in 2007 through 2044. Collateral includes water lines, meters and 
pumping equipment of the District. The future minimum cash requirements are as follows: 

Interest Principal Interest Total 
Year Rates Amount Amount Debt Service 
2010 4.125% $ 38,000 $ 90,844 $ 128,844 
201 1 4.125% 20,500 59,503 80,003 
2012 4.125% 21,000 58,658 79,658 
201 3 4.125% 22,000 57,791 79,791 
2014 4.125% 23,000 56,884 79,884 

201 5-2044 4.125% 1,356,000 1,002,498 2,358,498 

Totals $ 1,480,500 $ 1,326,178 $ 2,806,678 

NOTE 9 - LINE OF CREDIT 

During 2009, the District opened a line of credit with Forcht Bank in order to pay for a new meter 
reading system. The balance on this line of credit was $7,123 at December 31, 2009. 

NOTE 10 - RELATED PARTY TRANSACTIONS 

The District paid $0 and $12,240 during 2009 and 2008, respectively, to the brother-in-law of one 
of the District's commissioners for meter installations and line repairs. The District also paid 
$1,302 and $2,595 during 2009 and 2008, respectively, to the brother of another District 
commissioner for meter testing services. 
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CORINTH WATER DISTRICT 
NOTES TO THE FINANCIAL STATEMENTS 

-- I 

NOTE 11 - RISKS/COMMITMENTS/CONTlNGENCIES 

Corinth Water District depends upon the credit given to a large group of individual customers. The 
revenue from individuals is significantly larger than the revenue from corporations. Therefore 
there is considerably less cash flow risk from the failure of a single customer to pay. 
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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 Commissioners 
Corinth Water District 

We have audited the financial statements of the Corinth Water District as of and for 
the years ended December 31, 2009 and 2008, and have issued our report thereon 
dated February 5, 2010. We conducted our audits in accordance with auditing 
standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Sfandards, issued by 
the Comptroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audits, we considered the Corinth Water District's 
internal control over financial reporting as a basis for designing our auditing 
procedures for the purpose of expressing our opinion on the financial statements, but 
not for the purpose of expressing an opinion on the effectiveness of the Corinth Water 
District's internal control over financial reporting. Accordingly, we do not express an 
opinion on the effectiveness of the Corinth Water District's internal control over 
financial reporting. 

Our consideration of internal control over financial reporting was for the limited 
purpose described in the preceding paragraph and would not necessarily identify all 
deficiencies in internal control over financial reporting that might be significant 
deficiencies or material weaknesses. However, as discussed below, we identified 
certain deficiencies in internal control over financial reporting that we consider to be 
significant deficiencies. 

A control deficiency exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned 
functions, to prevent or detect misstatements on a timely basis. A significant 
deficiency is a control deficiency, or combination of control deficiencies, that adversely 
affects the Corinth Water District's ability to initiate, authorize, record, process, or 
report financial data reliably in accordance with generally accepted accounting 
principles such that there is more than a remote likelihood that a misstatement of the 
Corinth Water District's financial statements that is more than inconsequential will not 
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n Gorder, Walker & Co., Inc. 
C e r t i f i e d  P u b l i c  A c c o u n t a n t s  

be prevented or detected by the Corinth Water District’s internal control. We consider 
the deficiencies described below to be significant deficiencies in internal control over 
financial reporting. 

Lack of Segregation of Duties 

Condition: We noted that, due to the size of the District and financial considerations, 
the executing and recording of transactions are performed by the same person. 

Criteria: The process of executing a transaction should be segregated from the 
process of recording the transaction. 

Effect: Segregation of duties is a necessary part of any system of internal control. 
Lack of segregation of duties could allow for receipts to be diverted away from the 
District and expenses not attributed to the District could be paid for from the District’s 
cash account. 

Recommendation: Internal controls should continue to be implemented to segregate 
the duties of the personnel. Controls should be monitored to ascertain that they are 
sufficient to reduce the risk of material misstatement to an acceptable level. 

A material weakness is a significant deficiency, or combination of significant 
deficiencies, that results in more than a remote likelihood that a material misstatement 
of the financial statements will not be prevented or detected by the Corinth Water 
District’s internal control. 

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. However, we believe that none of the 
significant deficiencies described above is a material weakness. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Corinth Water District’s 
financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, 
we do not express such an opinion. The results of our tests disclosed one instance of 
noncompliance that is required to be reported under Government Auditing Standards. 
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C e r t i f i e d  P u b l i c  A c c o u n t a n t s  

The District is not in compliance with Section 501 of the 2005 Bond Resolution which 
requires that the net annual revenue be at least 1.20 times the average annual debt 
service requirement for principal and interest on all outstanding bonds payable from 
pledged receipts. A summary of the balances at December 31 , 2009 follows: 

Average Resolution Required 

1997/1998 FHA $ 31,095 1.20 $ 37,314 
Bond Debt Service Multiplier Net Revenue 

2002 FHA 27,970 1.20 33,564 Actual 
2005 FHA 82,549 1.20 99,059 Net Revenue Deficit 

$ 169,937 $ 87,577 $ (82,360) 

The District is currently in the process of investigating a rate increase in order to meet 
this requirement. 

This report is intended solely for the information and use of the audit committee, 
management, others within the organization, and federal awarding agencies and pass- 
through entities and is not intended to be and should not be used by anyone other than 
these specified parties. 

Van Gorder, Walker & Co., Inc. 
Erlanger, Kentucky 
February 5, 201 0 
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