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Hardin County Water District No. 1 RECEIVED

Serving Radcliff and Hardin County for Over 60 Years

JUN 24 2013
1400 Rogersville Road
Radcliff, KY. 40160 PUBLIC SERVICE
COMMISSION

June 19, 2013

Mr. Jeff Derouen

Executive Director - Kentucky Public Service Commission
211 Sower Blvd.

P.O. Box 615

Frankfort, KY 40620-0615

SUBJECT: Filing of Application for General Sewer Rate Adjustment - Case 2013-00050

Dear Director Derouen,

Enclosed please find an original and 10 copies of our application for the above filing. Along with this
application we are also filing a binder with pre-filed testimony and exhibits. An advance Notice of
Intent to file this application was provided to the Commission on May 1, 2013. A public notice has
also been made to all our sewer customers in accordance with KRS 278.185 and in response to an
order from the Commission, related to public notification requirements, dated May 3, 2013. Proof of
the public notification mailing will be provided to your office as soon as it is available.

Our application assume an effective date for the new rates of April 1, 2014. We have not included an
actual new tariff sheet as we plan to include numerous other text and policy changes in our tariff,
along with the new approved rates.

If you have any questions, please do not hesitate to call me or our attorney, Mr. David Wilson II
(Phone: 270-351-4404).

Ji e, General Manager

Cf,  Mr. David Wilson II, HCWDI1 Attorney

Encl.

Phone 1-270-351-3222 FAX: 1-270-352-3055
www.HCWD.com



COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

THE APPLICATION OF HARDIN
DISTRICT COUNTY WATER DISTRICT
No. 1 FOR A GENERAL SANITARY SEWER
RATE ADJUSTMENT EFFECTIVE ON AND
AFTER APRIL 1, 2014

CASE NO. _2013-00050

APPLICATION

The Applicant, Hardin County Water District No. | (“Hardin District™), respectfully submits this

Application, pursuant to KRS 278.030, 807 KAR 5:001 §16 and all other applicable laws and

regulations, and requests that the Public Service Commission (“PSC”) enter an order approving the

proposed adjustment in rates. In support of this Application, Hardin District states as follows:

1.

Hardin District is a water district organized and existing under the provisions of KRS Chapter 74
and is a political subdivision of the Commonwealth of Kentucky. Its principal office and place
of business is in the City of Radcliff in Hardin County, Kentucky. Hardin District operates a
sanitary sewer system acquired from the City of Radcliff, Kentucky (“Radcliff Sewer”). See
Case No. 2008-0074. Hardin District also has customers in Meade and Breckinridge counties
and owns and operates the Fort Knox water, sanitary and storm sewer systems (See Cases 201 1-
00416, 2004-00422). The post office address of Hardin District is 1400 Rogersville Road,
Radcliff, Kentucky 40160, and the email address of its general manager, James S. Bruce, is
Hardin District’s website address is
In order to meet the continuing demand for the reliable collection, transmission and treatment of

sewage for the public (“Sewer Services™), Hardin District has been and will be required to



expend money to renew and replace its existing sewer services facilities. KAR 5:001, §16(1)(b).
Furthermore, the increase in the cost of services has not been off-set by the revenue produced by
the rates effective April 23, 2008 and as referenced in Case No. 2008-00074. An increase in the
rates for Sewer Services is essential for Hardin District to maintain a reasonable level of service
for existing and new customers, to adequately provide for renewal and replacement of its
facilities and to adequately service its current debt.

An original and ten (10) copies of this Application have been filed with the PSC and one (1)
copy was delivered to the Attorney General, Utility Intervention and Rate Division.

As authorized by KRS 178.192(1)(a), Hardin District has utilized a historical test period of
twelve (12) consecutive calendar months ending December 31, 2012. In accordance with 807
KAR 5:001 §16(1)(a), Hardin District has included in its application pro forma adjustments for
certain known and measurable changes to insure fair, just, and reasonable rates based on the
historical test period.

KAR 5:001 §16(1)(b)(2) and KAR 5:001 §14: Hardin District is not incorporated, is not a limited
partnership, is not a limited liability company, and does not have an assumed name. Hardin
District was formed pursuant to Resolution approved by the Hardin District County Fiscal Court
in 1952, which is attached as Exhibit 1. Hardin District is a water district organized under the
provisions of KRS Chapter 74 and is a political subdivision of the Commonwealth of Kentucky.
Louisville Extension Meter District vs. Deal Pump and Supply Company, Inc., Ky., 246 S.W.2d
585 (1952).

Hardin District’s Annual Reports, including the Annual Report for 2012, are on file with the

PSC. Hardin District’s audited tinancial statements for the years ended December 31, 2011 and

December 31, 2012 are appended hereto as Exhibit 2.

|89}



10.

KAR 5:001 §16(1)(b)(4) and (5): Hardin District does not seek new or revised tariff sheets as of
the date of this Application; however, Hardin District plans to revise tariff sheets as needed for
any approved rate changes and will be submitting other text changes to numerous tariff sections.
Hardin District requests and anticipates that the new rates become effective on or after April 1,
2014.

In accordance with KRS 278.185 and KAR 5:001 §16(4) customer public notice has been given
by direct mailed notice to each customer. Verification and proof of printing and mailing will be
provided to the Commission when available. The notice method will also be as instructed in an
order from the Commission dated May 3, 2013 (Case No. 2013-00050) related to public notice
methods and requirements.

In accordance with KRS 278.180 and 807 KAR 5:001, §16, on or about May 1, 2013, Hardin
District filed with the Executive Director of the PSC its written notice of its intent to file a rate
application, and Hardin District transmitted by electronic mail a copy of the notice in a portable
document format to the Office of the Attorney General, Utility Intervention and Rate Division, at

rateintervention@ag.kv.gov.

In accordance with 807 KAR 5:001, §16(9) the following are attached hereto for the

consideration of the Commission:

a. A complete description and quantified explanation for all proposed adjustments, with
proper support for changes in price or activity levels, is attached as Exhibit 3;

b. Hardin District has gross annual revenues greater than $5,000,000. The prepared
testimony of each witness Hardin District proposes to use to support its application is

attached under separate cover.

(%)



An estimate of the effect that each new rate will have upon the revenues of Hardin
District including, at minimum, the total amount of revenues resulting from the increase
sought and the percentage of the increase is as set forth in attached Exhibit 3, Page 160.
The effect upon the average bill for each customer classification to which the proposed
rate change will apply is set forth in attached Exhibit 3, Page 163.

A detailed analysis of customers’ bills whereby revenues from the present and proposed
rates can be readily determined for each customer class is attached as Exhibit 3,
Appendix E, Page 161 and 162.

A summary of Hardin District’s determination of its revenue requirements based on
return on net investment rate base, return on capitalization, interest coverage, debt service
coverage, or operating ratio, with supporting schedules is attached as Exhibit 3,
Appendix E, Page 160 and 164.

A reconciliation of the rate base and capital used to determine its revenue requirements is
attached as Exhibit 3, Appendix E, Page 160.

A current chart of accounts, compliant with the Uniform System of Accounts, is attached
as Exhibit 4;

The independent auditor’s annual opinion report, with written communication from the
independent auditor to Hardin District is attached as Exhibit 2;

A summary of Hardin District’s latest depreciation study with schedules by major plant
accounts is attached as Exhibit 3, Appendix D.

A list of all commercially available or in-house developed computer sottware, programs
and models used in the development of the schedules and work papers associated with the

filing of Hardin District’s application is attached as Exhibit 5:
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Hardin District has no stock or bond offerings, no shareholders, and no filings with the
Securities and Exchange Commission;

The monthly managerial reports providing financial results of operations for the twelve
months in the test period are attached as Exhibit 6;

Hardin District has numerous general and administrative, or “home office” expenses that
are allocated to each of its five utility funds. A full description of the allocation methods
and amounts are shown in Exhibit 7;

The cost of service study based on a methodology generally accepted within the industry

and based on current and reliable data from a single time period is attached as Exhibit 3.

In accordance with 807 KAR 5:001 §16(10), Hardin District will request pro-forma adjustments

for known and measurable changes to ensure fair, just, and reasonable rates based on the

historical test period. Attached hereto is Hardin District’s Cost of Service Study which sets forth

the pro-forma adjustments Hardin District seeks, as well as a detailed income statement and

balance sheet reflecting the impact of all proposed adjustments, the most recent capital

construction budget containing at least the period of time as proposed for any pro-forma

adjustments for plant additions. Attached is Exhibit 3, Appendix E.

In accordance with KAR 5:001 §16(10)(c), for each proposed pro-forma adjustment reflecting

plant additions, the following information is attached as Exhibit 3, Appendix E, Pages 160,

166, and 192, and Exhibit 8:

a.

b.

The starting date of the construction of each major component of plant;
The proposed in-service date;
The total estimated cost of construction at completion;

The amount contained in construction work in progress at the end of the test period;



13.

15.

A schedule containing a complete description of actual plant retirements and anticipated
plant retirements related to the pro forma plant additions including the actual or
anticipated date of retirement;

The original cost and the cost of removal and salvage for each component of plant to be
retired during the period of the proposed pro forma adjustment for plant additions;

An explanation of differences, if applicable, in the amounts contained in the capital
construction budget and the amounts of capital construction cost contained in the pro
forma adjustment period; and

The impact on depreciation expense of all proposed pro forma adjustments for plant

additions and retirements.

In accordance with 807 KAR 5:001§16(10)(d) the operating budget for each month of the period

encompassing the pro forma adjustment is attached as Exhibit 9,

In accordance with 807 KAR 5:001§16(10)(e) Hardin District does not anticipate adding any

customers to the test period ending number of customers and, therefore, there is no related

revenue requirements impact for the additional customers.

In accordance with 807 KAR 5:001 §2, Hardin District submits the following:

a.

Hardin District submits that its status as a political subdivision of the Commonwealth,
coupled with its financial integrity, is sufficient to ensure the continuity of sewage
services. Accordingly, the Hardin District request that the obligation to provide a third
party beneficiary agreement guaranteeing the continued operation of the Hardin District
sewage treatment facilities be waived. 807 KAR 5:071 §3(2)(a).

A comparative income statement showing test period; per books, revenues and expenses,
pro forma adjustments to those figures, and explanations for each adjusted entry is

attached as Exhibit 3, Appendix E, Page 168 and 169.



A detailed analysis of any expenses contained in the comparative income statement which
represent an allocation or proration of the total expense is attached as Exhibit 7;

A detailed deprecation schedule of all treatment plant properties and facilities is attached
as Exhibit 3, Appendix D. Hardin District does not own or operate any package
treatment plants.

A copy of all service contracts, including amendments, entered by Hardin District for
outside services pertaining to operation and maintenance are attached as Exhibit 10. The
only contract Hardin District has entered into as described in subparagraph (e) is the
attached contract with Veolia Water, North America, South, LLC.

A description of the applicant’s property and facilities, including a statement of the net
original cost and facilities owned by Hardin District is attached as Exhibit 3, Appendix
D. Hardin District accepted the systems assets, including a previous depreciation
schedule, from the previous owner, the City of Radcliff and does not have information
identifying which assets were contributed or non-contributed.

A detailed customer listing showing number of customers in each customer class and
average water consumption for each class of customers is attached as Exhibit 3,
Appendix E, Page 161; however, it should be noted that Hardin District does not
maintain separate customer classifications.

Hardin District has no billing or collection services provided by the Louisville Water
Company;

Hardin District does not file a state or federal tax return, but a copy of the most recently
audited financial statement are attached as Exhibit 2;

Hardin District has no corporate or business relationships as described in subparagraph

807 KAR 5:071 § 3(2)a).



16. In accordance with 807 KAR 5:001 §16(4), the notice attached as Exhibit 11 was mailed to all
customers prior to the filing of this application.

17. Hardin District requests of and authorizes the Commission, if allowed under statutes, to
communicate with either its General Manager or Attorney to request any clarifications or
additional information by using facsimile, electronic mail or telephone as listed in the below

contact information;

Attorney; General Manager;

Mr. David T. Wilson, II, Esq. Mr. Jim Bruce, General Manager
Skeeters, Bennett, Wilson & Pike Hardin County Water District No. 1
550 West Lincoln Trail Blvd. 1400 Rogersville Road

Radgcliff, KY 40160 Radcliff, KY 40160

W: (270) 351-4404 W: (270) 351-3222

F: (270) 352-4626 F: (270) 352-3055

email: david.wilson@sbw-law.com email: jbruce@hcwd.com




VERIFICATION

m The undersigned, Mr. James S. Bruce, General Manager of the Hardin County Water District No.1,

/ hereby verifies that he has personal knowledge of the matters set forth in the enclosed application for a
general rate increase submitted to the Commission, and that he is duly designated by the Board of
Commissioners of the Hardin County Water District No. 1 to sign and submit this information its behalf.

Hardin Co\inty Water District No. 1
By ’ 2] £ éf/f-—\/

JamgS$ S. Bruce, General Manager

CERTIFICATION OF SERVICE

The undersigned, Mr. David T. Wilson II, the attorney of the Hardin County Water District No. 1, hereby
verifies that the foregoing was served on Mr. Jeff Derouen, Executive Director, Kentucky Public Service
Commission, 211 Sower Boulevard, Frankfort, KY. 40601-8204 and on Hon. David E. Spendard,

Assistant Attorney General, 1024 Capital Center Drive, Suite 200, Frankfort, K. 40601-8204 on this __

25 T Dayof Tc.< 2013

j Mr. David T. Wilson I, ESQ
Attorney for Hardin County Water District No. 1

STATE OF KENTUCKY
COUNTY OF HARDIN

I, the undersigned, a Notary Public, do hereby certify that on this _ / i W\day 0
personally appeared before me, James S. Bruce and David T. Wilson II, who being/Jy me first sworn,
subscribed to and acknowledged that they both represent the Hardin County Water District No. 1, a
Kentucky Corporation, that they have signed the foregoing document as General Manager and Attorney

of the Corporation.

Mery Y%

NOTARY PU‘I?L 6TATE OF KENTUCKY

My Commission Expires; // ~d 9 '/S.
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HARDIN COUNTY COLRT

SPLCIAL tuan, JULY 15, 1952

N PRES. HO', .. 5. LOUG, JUDGE

/ Pursuant to a request filed w:th me as County Judge by Fete Kersey,
Constable in Vistriet Four®, iardin County, on account of his not being eligible
to act in the said District, the sald Pete Kersey requested me to accept his
resignation as such. Trerefore, it is ordered thet the said resicnation be,

and it 1s, accepted, and the said appointment shall stand for naught and that

the said Pete Kersey i1s now relieved of any further official capacity in said

district,.

v In the matter of Charles Clark, Administrator of the estates of wu, J.

Clark, a final settlement was this day returned, filed, and laid over,

In the mat er of the =state of William T. Erown, an inventory and .

L
appraisement was this day return.d, filad, and ordered recorded.

~HERMAN C. DAVIS, ET AL PETITIOWN RS
PETITION
EX PATE

We the undersigned state that we are resident freeholders of a proposed
water district, hereinafter described, thst we desire the County Court to
establish a water district and appolnt water commissioners for the purpose of
furnishing a water supply to the undersirned and other residents and citizens
of the territory hereinafter described; end we further state the establishment
of such district 1is reasonably necessary for t' e public health, convenience, fire
protection and comfort of tle residents; fhat sald proposed district is ldescribcd
as follows:? !

"Hardin County Vater District’ Mo, 1"

Beginning at a point in the southoasterly b'oum’iary of the Porg;.Knox
Military Reservation where it intersects the center line of U, S, Kentucky
Hi?may 31 W, approximately one mile ‘north of the intersect on of Vilson koad
and I;thway 31W which is known as Radeliff and running 500 feet on each side of

Highway 31W for a distance of approximately 5,280 feet to the intersectisn of
Wilson Road and, U, S.‘ Highway 31\; thence, 5CO feet west of the center line of
Wilson fload, in a northerly directiqn alon: wilson Road apvroximately 5,400 feet
to the intersection of the Southern Boundary of the l'ort.Knox iilitary Reservat on
and the center line of wilson “oad; from the intersection of Red Hill doad and
U.S. 31% 500 feet sach side of Red Hill Road and running alons Red H11l :o~d

in a westerly direction 5000 feet to a point of ending; from the intersection

of Wilson Road and Highway 31, 500 feet each side of -ilson Road and running

in a southeasterly direction along Viilson Hoad 7,500 feet to the intersection of
Kentucky Highway 64 and vilson #oad which is known as Vine Grove Junction; thence
500 feet each side c;f Kentucky Highway 64 running in a westerly cdirection along

tentuclky Highway 64 a)proximately 7,850 fect to a point of cnding; from the

intersection of Kentucky Highway 64 and Viilson fioad, S00 feet each side ot wilson

_10_
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Day of JULY 19 52
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Road ruhning in a southerly direction along wilson Road approximately 4,200 feset

to the intersection of Wilson Road and Kill Creek lioed which is known as Rogers-

ville; thence 500 feet each side of 111 Creek Road running in a north easterly

direction along Mill Creek Road approximately 5,200 feet to the intersection of

the center line of {11l Creek :load and the southern boundary of the Forst hnex

Mili tary Reservation; from the intersection of liill Creek tload and #Wilson Rosd

500 feet west and 1500 feet east of the center line of Wilson Hoad running in a

southerly direction along Wilson Road approximately 3,500 feet to a point of

ending, as per attached map.
Je. L, McCoy
Les Stephens
Clifford J. Decker
Russell S. slartin
Hubert C. Martin
H. C. Davis

Church at Mi11ll Creek

C. v, Yates
Denver Jones
Raymond C. Jones
Henry G. Heely
Forrast D, Pesch
R. 0. Hargan
Vernon L. Jones
icllace J. Winfrey
Homer G. liinor
Chas. R. Rogers
James M. Young
Jimmie Cralle
Walter E. Johnson
C. E. Bennett

Robert G. Sherrard

Jd. G. Drakos by wife

Reinhold Schneider
Theo., B. Johnson
WMra. Walter Smith
Frank E, Bewley
Mrs. E. K. Hand

Jozeph R. Cissell

Joseph B, Hutcherson

Right

Left

Right
Right
Richt

Red Hill Road

Radeliff

Mill Creek

(New DixieJRogersville

Rogersville Inn

Hill Creeslc

Mr. & Mrs., Reathel T. Haven

Mr, and Mr=. Angel Yturralde

Mrs. Sarah B and Joe Vick

Mr, & kpa, william T. Plerce

Mrs, & M,s. T. Brovm Logsdon

Mp & Mrs, James P, Groenwell

D. E. Denson

Vr. and Mrs. C, #, Coffman
Mrs. W. H, Logsdon

Mr. and ilrs. Irwin Shields
Sheilds and Haven Apt.

Mr. and Krs. Cyril Durbin
Mr. & ifrs. Geo. R. Jenkins
Hr. & Mrs. Delbert ll, Gaby
Mr, & Mrs. Glenn Y, Cornetet

Raymond R, Dawley

..11_‘



SPECIAL Term, Day, 15
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Mr. & i'rs, Floyd :.. Logsdon

Mals R Vine Grove R 2
Mrs. James C, Armstrong, 0ld 31 W
Charles L. Fox, Route #2, Vine Crove, Ky.
Felix G. Black, Route 2, VineGrove, Ky.
Warren G. Hansen, RR #2 Vine Grove, Ky.,

Gerald «heatly "

Brown & Wew, R#2, Vine Grove, Ky.

Harry Corum, Rogersville, Ky. -

Richard H. Maurer, Rogersville, Rt. Vine
Burton Raine, Vine Grove Junction

Paul Trustman, Vine Grove Junction

H. L. Froman, Vine Grove .
John A. Mather, Vine“rove R2

Chas. B. Deaton, Vine Grove R2 )

Simon Bros., Paul 51mon, Vine Grove Jct.
H. C, Drane

Mrs. D. L. Hargan, Radeliff

Edward Hairg, Ratliff )

Anthony Keita, Radcliff ~

E. T. Murphy

Earl Brown at Browms Store
Will sSidittles, Radcliffe
Hickman.iWingfield, Radcliffe
Pred Skaggs, Radcliffe

f 31W=-N Burton Davis

John H. liuhlherr Rogersville
John Mulilhorr "
ilrs. Curtis C. Graham "
¥rs. Ida Van ileter "
) John v/. .logers "
James R. Sims Radcliff
N. Dixie Cpl. Aupustus Freeman Y. H. Gldane
N. Dixie Joe frabue Jares F. Haephurs
W, Dixle Jaitos w. Onborn Judd C. Cray
N, Dixie 1., L, Brizendine Spencer E, Zmberton
H. Dixic Williom Ames Bernie Atcher
M, Dixie Lloyd lioblas iattie Shelton
R N. Dixzie Carrol G111 James Shelton
H. Dixie i. li. Boling, Sr.

W. P. McCollum, R#2 Vine Grove, Ky., Route #64

W. M. Brown, R#2, Vine Crove, Ky. ilogersville

J. H. Blackville, @peen Gables Tourst, Vine Grove, Ky. R#2

Vi11lie Atcher H. i/, Valdman v, R, Kunnecke, Jr,

" Joseph I, Donehue Martin Clarke Namany C. Carfor ii. S, iakre
by caith Donohue
| " Reason Briggs Tarnest 3traney
| court now ad journed. Tucen

Mp & i'rs R, V, Pouell

W.-C. Stone, Vine Grove H2

Nelson Robinson, V'inelt‘rr-ove R2
Dixie-Thrift-Vay Servicé Station
Joe 8. Tarpley, El!zabethtowvn, Ky.
Ruby Zwicker, Radecliff

L. H, Caudle, Radeliff, Ky.
Albert L. Gojmerac, Radcliff

yillber L, Perry, iadeliff

Edith Fayne Store

liary i1. Brown, [Radcliffe
Elmer L. farpan, Radeliffe
Kate Gray, Radcliffe

Paul J. Brown, dadcliffe

_12_.
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* On the motion of J, Zenry Clark 1t 1s ordered that T. c. Nall,_};E.:

McCulium, Sr., T. 0. Gatton, or arny two of them after first being duly swornm be,
and they are, hereby appointed the appraisers of the estate of H, B, (Hilary B,)
Clark,

J HERMAN C. DAVIS, ET AL PETITIONERS

JUDGMENT
EX PARTE

It appearing to the Court that f‘erman Y, Yavis and more than 75 other
resident fresholdsrs of the district hereinafter described did on July 15, 1952,
file their petition herein and that notice of ths filing of said petition was
published in three 1ssues of the Llizabethtown News and three issues of the
Herdin County Enterprise, both newspapers of general circulation in this county,
and it further appearing that no objection or exception has been filed herein,
and oral proof having been hsard by the court, and the Court being advised, it
is now ordered and adjudged by this Court as follows:

1. The establistment of the following described water district is
reasonably necessary for the public health, convenience, fire protection and
comfort of the residents, and a suitable nsme and number for such district is
"Hardin Cainty Water District No, 1". Said district 1s mope completely describad
by nmie and number and boundary as followss

"Bapdin County Water District No. 1V

Beginning at a point in the southeasterly boundary of the fort Knox
Y331itary “eservatiun where it intersects the center line of U,8. Kentucky High- |
way 31N, approximately one mile north of the.intersestion of “ilson Road and
“Aighway 31 W which 13 known as Madeliff and running 500 feet on each side of
B4ghway 31 W for a distance of approximately 5,280_ feet to the intersection of
Wilson “oad and U.S. Highway 31W; thence, 500 fest west ,of the center line of '
Wilson %oad, in a northerly direction along “ilson Road approximately 5,400
feet to the intersection of the Southern Boundary of the *ort Knex H111tar y
Regservation™and the center line of “ilson “oad; from the intersection of Ked
Hi11 %oad and U.8. 31W 500 feet each side of Hed Hill Hoad aml running along
Red H111 “oad in a westerly direction 5000 feet to a point of ending; from the
intersection of Wilson foad and Highway 31W, 500 feet each side of "ilson ‘“oad
end running in a southeasterly direction along "ilson Road 7,800 feet to the
interaecil:ion of “entucky “ighway 64 and Wilsbn Road which is known as Vine Grove
Junction; thence 500 feet each side of Bantucky Highway 64 running in a westerly |
direction along nex:n:uoky ﬂighway 64 approximately 7,850 feet to a point of ending;
from the intersection: of Sentucky Highway 64 and Wilson “oad, 500 feet each side
of Wilson “oad running in a southerly direction along Wilson #oad approximately
4,200- fest to the intersection of Wilson "oad and M1ll Creek Moad which is lmown
ns.“ogersvilla; thence 500 feet each side of M1ll Creek “oad running in a north
easterly direction along #11l Creek Hoad approximately 5,200 feet to the inter=
section of the center line of Mill Ureek *0ad and ths southern boundary of tle

...13_



SPECIAL Term, Day, 20 Day of AUGUST 19 B2

[

o

C

7”7

Fort Snox Military “eservation, rrom the intersection of Mill "reak “oad and
“i1lson Moad 500 feet west and 1500 feet east of the center line of "ilson "oad,
running in a southerly diregtion along "ilson *oad approximately 3,500 feet to
a point of ending.
2. The following named persons are hereby appointed water district
comnissioners for this district for the terms indicateds
W. M, Brown =~ Two Years
2, L, Logsdon - Yhree Years
H, L, Yavi& ~ Four years
3. Each of the commissioners shall execute a bond in the sum of One
Thousand Yollars, said bend to be approved by this court, and providing for the
faithful performance of his duties herein, amd each commissioner shall be sworn
to faithfully perform the duties of his position as provided by law.
“Yated this 18th day of “ugust, 1952.

\ In the matter of Rosalyn J. ‘erry, “uardian for Yorothy C. and “ay G,
Yolly, a periodical settlement was this day returned, filed, and laid over.

\ In the matter of the “irst Hardin National Pank, Committee for William
M, 4rvin, a periodical settlerent was this day returned, filed, and laid over.

A . Ceme William P, Barrett, minister of the piscopal Church and Chaplain
of the U. 5, Army, and executed bond in the pemal sum of one hundred (100) dollars
with C. B, Jeffries as surety.

Came William ¥. Barrett and took the oath es required by law to perfomm
marriage rites in the Commonwealth of Kentuclky.

. /// ST Piuage
! .
HARDIN COUNTY COU
SPECIAL }Emm}s’r 21, 1952

PRES., HON. W, S. LONG, JUDGE

Court now adjournsd.

\ .
: Came Charles B, Whitman, minister of the Methodist Church, and executed

bond in the penal sum of one hundred (100) dollars with W, 5, Long, as surety.
Came Charles ®. Whitman and took the oath as required by law to perform

marriage rites .in the Commonweal th of “entucky

Court now adjourned, /
Judge

HARDIN QU

rzn\{m, AUGUST 22, 1952

PRE3. HON. W. S. LONG, JUDGE

Came Louella Meith, widow of 9, P. Kaith, and produced an instrument
of writing purporting to be the last will and testament of Y. P, Keith, décedsed,
Said will was proven in due form of law by the oath of Elizabeth Ditto, one of
the subscribing witnesses tiereto, who attested the signature of Zorace E, Tabb,

the other subscribing witness thereto, and as such the seme was established and

! ordered recorded.

[ — —_————

_14_
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SPECIAL Term, Day, 26 Day of AUGUST 19 59
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Came Zugene Yatterson and took the oath as required by law as a notary

public for Hardin County., Sald commission expires August 27, 1956.
Court now adjourned. } /
/ c«’q/ Judge

HARDIN COUNTY couﬁ/
SPECIAL TERM, AUGUST 27, 1952

PRES, HON. W. S. LONG, JUDGE

o In the matter of the “irst Hardin “ational Pank, Yuardian for Yanda Joyce

HBorn Odom, & final settlement was this day returned, filed, and laid over,

l// In the matter of the First Hardin Yational Bank, “uardian for Shirley June

Horn Worehead, a final settlement was this day returned, filed, and lald over.

v

U Came Walter J. Vrudny and executed bond in the penal sum of one hundred

(100) dollars with W. S, Long as surety to perform marriage rites in the
Commonwealth of Kentucky.
Came Walter J, Vrudney, Lutheran minister, and took the ocath as required
by law to perform marriage rites in the Commonwealth of ~entucky.
Court now adjourned.
[ ] Judge

v,
HARDIN COUNTY COUHMT

SPECIAL TERM, AYWGUST 29, 1952
PRES. HON. W. S, LONG, JUDGE
J In the matter of the estate of J, P. Keith, an inventory and sppraisement

was thls day returned, filed, and ordered recorded.

In the mtter of the First Hardin National Bank, Lrustee for “rs. ™atherine

Q. Montgomery, a periodical settlement was this day returned, filed, anc/l laid

A

HARDIN COUNTY COURT

over.

Court now adjourned.

~ .
3PECTAL TERM, AUG! 30, 1952
PRES, HON. W. S. LONG, JUDGE
\/ Came W, #, Brown, H, T, ngsdon, B¢rmen C, Davis, duly appointed water
ater

commissioners for Bardin County/District 1, and executed bond in the penal sum
of one thousand (1000) dollars each:-as follows:
W. M, Brown with H, T, Logsdon as surety.
B, T, Logsdon with %, ¥, Brown as surety
Herman C. Davis with W, M, Brown as surety.
Yame W, M. Brown, #, . Logsdon, Herman C. Davis and took the oath as re-

quired by law as the Water Commissioners for Hardin County Water District One,

J In the matter of the First Hardin National Bank, Lrustee for the Ylendale

Uhristian “hurch, e periodical settlement wam this day returned, filed, and laid

over.

_.15_
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. Special Term, Day, 22 Day of October 19 g,
i HARDIN COUNTY COURT -
- SPECIAL TERM, OCTOBER 22, 1954
[ | PRES. HON. J.R.TERRILL, JUTGE
‘—I In the matter of the esteste of Dorothy Mae Lockard, an inventory and -

appralsement was this day returned, filed and ordered recorded,

In the matter of the estate of James Michesl Whalen, an inventory and )'_

appraisement was this day returned, filed and ordsred recorded,

In the matter of the Appointment of a Guardian for Raymond Dowdsll:

This day ceme Raymond Dowdell, a minor child of Erma K. Dowdell and (fathsr
deceased) Dowdell, and over fourteen yasars of age and chose Erma K. Dowdell as
his Guardian, a nd t he court being sufficlently advised, it is ordered and adjudgef
that ii:rma K. Lowdell be and she is hereby appointed Guardian for the afor'e-uld
Raymond Dowdell,

WHEREUPON, the sald Erma K. Dowdall appeared in open court and tock the oathl

prescribed by law and duly qualified as such guardian,and together with J. T.
Hatcher, as surety,who was accapted and approved by the court, entersd into and
aclmowledgsd and executed bond in the sum of $2500,00, being the amount rixed' by
the court,
Court now adjournad {/// - {; /:‘ P
il e ‘Ju&ga/é
v
HARDIN COUNTY COURT
SPECIAL TEZRM, OCTOBSR 23, 1954
PRES, HON, J. R. TERRI'LL;’ JULGE
Came Martha Hagan and produced her commission as Notary Public for Hardin
County, slgnad by the Secretary of State and executed bond in the pénal sum of

‘Five Hundred ($00) Dollars, with F. J. Lanz as surety which bond is acceptad and
approvad by the court,
Ceme Martha Hagan and took oath as required by law as Nobary Public of

Hendineﬂom,\ty_a/w Sald Commission expires August 14, 1958.

‘In the matter of Appointment of Commissioner for Hardin County Weter
District No. 1. =
It appearing to the court that there is now a vacancy in the office of

Commissioner for the Hardin County Water District No.,l, because tha term to which

is appointed Commissioner for Hardin County Watsr District No. 1 for a termof
four years, It is ordered that the bond of sald Commissioner be fixed at $1000.
Came W. M. Brown and exscuted bond in the amount of $2000 with Brown Logsdon
and H. C. Davis as sureties, which bond is approved and acceptad.
Came W, M. Brown and was sworn to faithfully perform the dutiss of his

|position as required by law,

W. M. Brown was appointed has expirad, it is ordsred that W. M. Brown be and he v

_16..






HARDIN COUNTY WATER DISTRICT NO. 1
Radcliff, Kentucky

FINANCIAL STATEMENTS
December 31, 2011

_1'?__



CONTENTS
Management’s DiSCUSSION and ANGIYSIS .............cviceiieeieieei et 1-3
Independent AUGIOIS REPOM...........ooooei e e e et everea s 4-5
Financial Statements
Combined Balance SREEL ..........cocoiiiiiii et ettt 6

Combined Statement of Revenues, Expenses

and Changes iN NBE ASSEES ... ...t 7
Combined Statement 0f Cash FIOWS ... e e et 8
Notes to FINanCial StatemMENtS ...........oeoiieee e e e e, 9-16

Supplementary Information
W Schedule of Revenues and Expenses — Actual to Budgeted...................ooviiiiiocn i, 17-20
Combined Sewer Balance Sheets ..........ccoioiiiiiiie e e 21

Combined Sewer Statements of Revenues, Expenses

and Changes N Net ASSEES ..o et 22
Combined Sewer Statements of Cash FIOWS ............oooiiiiiee e e 23
Report in Accordance With Government Auditing Standards ..o, 24



Hardin County Water District No. 1

Serving Radcliff and Hardin County for Over 50 Years

1400 Rogersville Road
Radcliff, KY. 40160

March 20, 2012

TO: Hardin County Water District No. 1
Board of Commissioners

SUBJECT: 2011 Annual Report & Managements’s Discussion and Analysis

This report is a joint effort of our staff and Ray, Foley, Hensley & Co, PLLC, Certificd Public
Accountants. This is the seventh year we have retained this firm to complete our annual audit. This
report includes the Management Analysis, the Independent Auditor’s Report and the basic financial
statements of the District.

I would like to recognize the contribution of our Finance & Accounting Manager, Mr. Scott Schmuck
and his accounting staff, Ms. Stephanie Strange (Accountant) and Ms. Karen Morrison {Accounting
Specialist) for their work assisting the auditors in preparing this information. Mr. Bradley Hayes, CPA.
was the lead auditor for the firm and lead their field staff to complete the audit.

In several respects, 2011 was a historical year for the District. After a three and a half year process. the
Defense Logistics Agency, Department of Defense, approved a 50 year contract for the District to own

and operate the Ft. Knox Potable Water System. The contract was was signed on September 30", 2011

and operations of the system began on February 1, 2012.

In early 2008, we entered into a partnership with the Louisville Water Company (“LWC”) to pursue
this contract. LWC funded the proposal development process, and was an integral part of the proposal
pricing and development. This January, we entered into an Operating Agreement with LWC. Under
this agreement, LWC will operate the two water treatment plants at Ft. Knox, oversee water quality
monitoring and assist with regulatory reporting.

The addition of this system will increase operating revenues for the District by $4.3 million (+40%). In
the first five years of the contract, an additional $29 million will be paid to the District as contributed
capital for numerous construction projects, rchabilitation projcets, studics and rccovery of start-up
equipment and administrative expenses. During the ten year period ending in 2012, District operating
revenues have increased 360%.

Financial Performance & Highlights

Consolidated Financial Performance: Our financial reports include statements for four distinct
enterprise utility funds; Water, Ft. Knox Sanitary Sewer, Ft. Knox Storm sewer and Radcliff sewer.
This letter first reviews the overall consolidated financial highlights of the year, with more specific key
items by utility.

For the year, gross plant assets increased by $4,465,788(+ 2.9% [percent changes in parcntheses
represcnt change from 2010]). Total net assets increased by $3,511,531 (+ 5.6%). Customer payments
for ncw taps decreased by about 45% due to slowed new home and commercial construction compared
to 2010.

Phone 1-270-351-3222 FAX: 1-270-352-3055
www.HCWD.com
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2011 Annual Report & Management’s Discussion and Analysis
March 20, 2012

Continued

Total revenues, including interest income, decreased by $264,056 (- 2.3%) duc to 201 | being the
highest precipitation year on record for Kentucky, which decreases water and sewer revenues and
increases most operating expenses. Operating income before depreciation decreased to $3,514,231 (-
4.5%) and net income after depreciation (and net of non-operating income and expenses) decreased by
$353,239 to $689,143 (- 34%). This amount was 6.3% (- 34%) of total opcrating revenues. Total net
assets at the end of the year were $66,726,219 (+ 5.6%).

Cash used for capital construction was $3,843,277 (- 30%) of which 51% was provided by government
grants (both Kentucky and U.S. Government/Dept. of Defensc). Principal payments to reduce bond
debt were $718,447 (- 64%) and at year end the consolidated outstanding debt principal was
$11,394,083 (- 6%). Total working capital (unrestricted cash + investments) at year end increased by
22% to $6,143.387. Of all reserves (cash + investments) 76% (+ 12%) were unrestricted and availablce
as working capital for capital construction or operations. At the beginning of 2012 we have a total of
$14,902,023 of available state or federal grant funding for future capital construction projects.

Individual Fund Highlights:

Water Fund: During 2011, we recorded over 72 inches of rain at our Pirtle Spring Water
Treatment Plant. This is a historical high, almost 40% more than an average year. This amount
of rainfall significantly lowers customer water use and water revenucs. Water sales for the year
ended up 8.2% less than budgeted (- $331,352) and 4% less than 2010. Total operating expenses
(excluding debt interest and depreciation) were 5.7% less than budgeted. Net income after
depreciation and interest expense decreased by 15% from 2010, mostly due to the decrease in
water sales. Net assets increased by 3.5%. The bond coverage ratio was 2.91 which is 142%
more than the required 1.20 (+ 11% from 2010).

Ft. Knox Sewer (Sanitary and Storm): Total operating revenues increascd by 1.3%. Total

operating income, before depreciation expense increased by 3.5% to $1,187,812. Total net
assets increased by 4.5%. Total expended for construction was $1,001,897 (- 47%) of which
44% was provided by contributed capital (direct grants) from the Government. Working capital
increased by 50% to $2,257,451 which is available for future Ft. Knox sewer related capital
projects and improvements. Our engineering manager has numerous projccts in design and
process which wiii deplete a large portion of these reserves in the next year.

Radcliff Sewer: Total revenues (including interest income) was $3,522,095 (- 3.3%) which was
5.1% below revenue estimates, due to high rainfall explained below. Total operating expenses
(including depreciation) were 1.4% less than budgeted. Total net asscts increased 8.5% to
$22,652,068 and at year end we had construction in progress assets of $1,608,776 (- 12%). At
year end the total cash & investment reserve balance was $3,174,168 (- 9.7%) of which 89% was
unrestricted and available for capital construction or operations. At year end, a total of
$3,666,672 in state grants are available for futurc capital construction projects. The fund had an
operating income before depreciation and debt interest of $831,368 (- 13%) with a net operating
loss of $79,952 (2.3% of revenues) after those expenses compared to a 2010 net positive income
of $168,708.

While this loss can mostly be attributed to much higher pumping and treatment from excessive
rainfall, and subsequent equipment repairs and maintenance, the District has a consultant
working on finalizing a rate study so any changes approved by the Board arc anticipated to be
filed during 2012.

Phone 1-270-351-3222 FAX: 1-270-352-3055
www. HCWD.comn
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'

Operational Changes & Statistics

During 2011 a total of 1,030 MG (million gallons) of water was treated (+ 1%) and a total of 46.5 MG
was purchased for resale (- 44%). Total water delivered to the system was 1,034.8 MG which was
6.3% less than the prior year. The maximum demand day was 3.801 MG (- 6.8%) and occurred on 8-
June. The average daily water demand for the year was 2.835 MG (- 6.3%). A total of 97 new water
services were installed, down 26% from 2010. Wholesale customers purchascd 331.2 MG (- 8.6%),
which was equivalent to 32% of total water sales volume (- 16%).

The two wastewater treatment plants (Ft. Knox and Radcliff) treated 1,660.9 MG (+ 19%), up from
2010 due to the high rainfall which increases inflow and infiltration into the scwer collection system.
This resulted in an average daily flow of clean, recycled water into streams of 4.550 MG.

During the year, the Finance & Accounting staff also managed a major project to install a new
Financial & Accounting software system. The Microsoft Dynamics GP* system replaces multiple re-
entry of many accounting entries which required independent spreadshect based financial statements
and reports. The new system integrates directly to the general ledger and saves many hours for month
end reporting and improves accuracy of financial information. The system conversion and testing was
completed in early, 2012, with additional future modules to be added later this year.

At present we have 39 construction projects in either preliminary or final design and construction.
During 2012, several other Ft. Knox Water capital projects will be added as well. The District, its
Board and staff face new challenges and exciting changes as we look forward to new endeavors and
improving the reliability and functionality of our utility systems through best practice, asset
management systems.

Sincerely,
() e Lo 49—
Mr. JimpBruce Mr. Scott Schmuck
Genepyf Manager Finance & Accounting Manager
i\\-‘—/_i _
Phone 1-270-351-3222 FAX: 1-270-352-3055

www.HCWD.com
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¢ ' Ray, Foley, Hensley & Company, PLLC
Certified Public Accountints and Consultants

Stephen R Allen, CPA/PES
INDEPENDENT AUDITORS' REPORT Dennis H. England, CPA

Michael D, Foley, CPA

Lyman Hager, Jr., CPA/PFS

Board of Commissioners Jerry W Hensley, CPA
Hardin County Water District No. 1
Radcliff, Kentucky J-Carroll Luby, CPA

We have audited the accompanying combined balance sheet of Hardin County Water District No. 1 as of
December 31, 2011 and the related combined statements of revenues, expenses and changes in net
assets, and cash flows for the year 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 audit.

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
Standards, as issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our 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 Hardin County Water District No. 1 as of December 31, 2011 and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America

In accordance with Government Auditing Standards, we have also issued a report dated March 14,
2012 on our consideration of the Hardin County Water District No.1's internal control over financial
reporting and our tests of its compliance with certain laws, regulations, contracts and grant agreements
and other maters. 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.

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budgetary comparison information on pages 1 through 3 and 17 through 20
be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

230 Lexington Green Circle, Suite 600 « Lexington, Kentucky 40503-3326
Phone: 859-231-1800 « Fax: 859-422-18010 » Toll-Free: 1-800-312-7299
www.rflico.com

Moembars Amierican Institute of Certified Public Accountants and Kentucky Society of Certiticd Public Accountants
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Our audits were performed for the purpose of forming an opinion on the financial statements of the Hardin
County Water District No.1, taken as a whole. The other supplemental information and schedules on
pages 21 through 23 are presented for purposes of additional analysis and are not a required part of the
basic financial statements. Such information is the responsibility of management and is derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements.
The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated in all
material respects in relation to the financial statements as a whole.

Ray, Foley, Hensley, & Company, PLLC
March 14, 2012

_23_



HARDIN COUNTY WATER DISTRICT NO. 1

COMBINED BALANCE SHEET

December 31, 2011

Sewer Storm 2011 2010
ASSETS Water Total Water Total Total
Current assets
Cash and cash equivaients $ 305,600 $ 4,413855 $ 682,535 $ 5,401,990 $ 4,450,228
Short-term certificates of deposit 741,397 - - 741,397 611,148
Customer accounts receivable, net 255,481 458,690 39,816 753,987 1,246,793
Grant receivable 84,806 76,822 - 161,628 363,401
Interest receivable 996 523 - 1,519 4,268
Due from other funds 11,599 287516 9,577 308,692 113,628
Inventory - materials and supplies 283,719 12,373 - 296,092 440,623
Prepaid expenses 66,664 49,985 432 117,081 109,079
Total current assets 1,750,262 5,299,764 732,360 7,782,386 7,339,168
Non-current assets
Certificates of deposit - - - - 589,285
Restricted assets - reserve funds 1.586,094 335,230 - 1,921,324 1,795,275
Total non-current assets 1.586,094 335,230 - 1,921,324 2,384,560
Radcliff sewer acquisition costs - 211,203 - 211,203 220,303
Property. plant and equipment
Land and easements 273,045 9,544 - 282,589 282,589
Plant and lines 36.014,189 110,680,787 1,081,974 147,776,950 141,943,534
Vehicles and equipment 4,465,361 2,051,075 149,294 6,665,730 6,253,494
Construction in progress 571,712 2,334,274 17,735 2,923,721 4,703,585
Total 41.324,307 115,075.680 1,249,003 157,648,990 153,183,202
Less accumulated depreciation (12,036,140) (75,773.746) (93,921) (87.903,807) (85,547,544)
Total property, plant, and equipment 29.288,167 39,301,934 1,155,082 69,745,183 67,635,658
TOTAL ASSETS $ 32.624,523 $ 45,148,131 $ 1887442 $ 7966009 § 77,579,689
LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable $ 237688 $ 431544 $ 37,961 $ 707193 $ 1,629,930
Due to other funds 297,093 11,087 512 308,692 113,628
Customers’ deposits 162,667 124.214 - 286,881 289,888
Accrued expenses 75,120 46,608 10,982 132,710 165,225
Reserve for unclaimed funds - escheatment 5,262 - - 5,262 7,091
Deferred rent revenue 643 - - 643 -
Line of credit 32,683 - - 32,683 -
Liabilities payable from restricted assets:
Current portion of long-term debt 500,000 268,362 - 768,362 718,448
Accrued interest on long-term debt 63,267 7,030 - 70,297 73,222
Total current liabilities 1,374,423 888,845 49,455 2,312,723 2,997 432
Long-term liabilities
Bonds payable 8,785,000 1,840,721 10,625,721 11,394,082
Less unamortized discount and expenses (178.279) - - (178,279) (193.827)
Compensated absences 47.311 - - 47,311 37,087
Long-term liabilities, net 8.654,032 1,840,721 - 10,494,753 11,237,342
Other liabilities
Customer advances for construction 126,401 . 126,401 130,227
Total liabilities 10 154,856 2,729,566 49,455 12,933.877 14,365,001
Net assets
Invested in capital assets 20.085,496 37,185,821 1,155,082 58,426,399 55,716,955
Restricted 1.586.094 335,230 - 1,921,324 1,795,275
Unrestricted 798,077 4,897,514 682,905 6,378.496 5,702,458
Total net assets 22.469,667 42,418,565 1,837,987 66,726.219 63,214,688
TOTAL LIABILITIES AND NET ASSETS $ 32.624,523 $ 45,148,131 $ 1.887,442 $ 79,660,096 § 77,579,689

The accompanying notes are an integral
part of the financial statements.
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OPERATING REVENUE
Metered water sales
Wholesale sales
Sewer billing contract revenue
Sewer service revenue
Stormwater service revenue

Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Treatment
Distribution
Customer service
General & administrative expenses
Purchased water
General maintenance
Source of supply
Stormwater

Total operating expense

Operating income before depreciation

Depreciation and amortization expense

OPERATING INCOME

Non-operating income (expenses)
Interest income
Interest expense
Bad debts recovered
Gain (loss) on sale of equipment

Realized gain on sale of securities

INCOME BEFORE
CAPITAL CONTRIBUTIONS

Capital Contributions
Grants
Tap fees
Customer contributions
Special item - loss on disposal of plant
CHANGE IN NET ASSETS
Net assets, beginning of year

NET ASSETS, END OF YEAR

HARDIN COUNTY WATER DISTRICT NO. 1
COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

for the year ended December 31, 2011

Sewer Storm 2011 2010
Water Total Water Total Total

$ 3,049,775 $ - $ - $ 3,049,775 § 3,150,969
635,903 - - 635,903 695,469
8,612 - - 8,612 8,589

- 6,143,337 - 6,143,337 6,143,840

- - 469,008 469,008 481,425
291,411 202,689 - 494,100 523,575
3,985,701 6,346,026 469,008 10,800,735 11.003.867
841,684 - - 841,684 812,152
648,360 - - 648,360 642,371
280,777 476,050 - 756,827 785,649
529,157 4,011,541 - 4,540,698 4 587,217
75,939 - - 75,939 132,748
77.861 - - 77 861 61,678
36,872 - - 36,872 35,819

- - 308,263 308,263 268,089
2,490,650 4,487,591 308,263 7.286,504 7,325,723
1,495,051 1,858,435 160,745 3,514,231 3,678,144
(996,715) (1,436,108) (34,322) (2,467,145) {2,333,339)
498,336 422,327 126,423 1,047,086 1,344,805
40,909 50,836 5,599 97,344 158,268
(305,120) {93,453) - (398,573) (471,958)
- 9,449 - 9,449 9,355
(17,260) (48,903) - (66,163) 725

- - - - 1,187
216,865 340,256 132,022 689,143 1,042,382
144,170 1,383,176 - 1,527,346 2,750,174
64,182 8,700 - 72,882 131,579
330,375 891,785 - 1,222,160 1,942,606

- - - (475,401)
755,592 2,623,917 132,022 3,511,531 5,391,340
21,714,075 39,794,648 1,705,965 63,214,688 57,823,348
$ 22,469,667 $ 42,418,565 $ 1,837,987 $ 66,726,213 § 63,214,688

The accompanying notes are an integral
part of the financal statements
-7-



HARDIN COUNTY WATER DISTRICT NO. 1
COMBINED STATEMENT OF CASH FLOWS
for the year ended December 31, 2011

Sewer Storm 2011 2010
Water Total Water Total Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 4,407,953 $ 6,348,902 $ 742778 $ 11,499,633 $ 10,861,031
Payments to suppliers (1,246,290) (4,945,108) (431,198) (6,622,596) (5.376,561)
Payments for employee services and benefits (1,492 ,648) - - (1,492,648) (1,526,685)
Net cash provided by operating activities 1,669,015 1,403,794 311,580 3,384,389 3,957,785
CASH FLOWS FROM CAPITAL AND RELATEL
FINANCING ACTIVITIES
Contributions in aid of construction 208,352 1,828,186 - 2,036,538 3,965,166
Proceeds from sale of equipment 15,547 3,000 - 18,547 28,331
Acquisition and construction of capital assets (993,298) (2,812,497) (37,482) (3,843,277) (5.493,145)
Principal paid on long-term debt (460,000) (258,447) - (718,447) (2.023,899)
Proceeds from borrowings 32,683 - - 32,683 -
Payments on line of credit - - - - (2,090,315)
Interest paid on long-term debt (307,183) (94,315) - (401,498) (487,960)
Cash (paid) received under advance
construction contract (3,826) - - (3,826) (16,189)
Net cash (used in) capital
and related financing activities (1,507,725) (1,334,073) (37.482)  {2.879,280) (6,118,011)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 40,847 53,647 5,599 100,093 185,082
Redemption of investments (2,581,452) 770,165 - (1,811,287) 5387,222
Purchase of investments 2,493,077 (335,230) - 2,157,847 __{1,384,566)
{’ ) Net cash provided by
b {used In) Investing activities (47.528) 488,582 5,599 446,653 4,187,738
NET INCREASE IN CASH 113,762 558,303 279,697 951,762 2,027 512
Cash and cash equivalents, beginning of year 191,838 3,855,552 402,838 4,450,228 2422716
CASH AND CASH EQUIVALENTS, END OF YEAFR $ 305,600 $ 4413855 $ 682535 $§ 5,401,990 § 4,450,228
Reconciliation of operating income to net cash
provided by operating activities:
Operaling income S 498,336 $ 422327 $ 126423 $ 1,047,086 $ 1,344,805
Adjustments to reconcile operating income to
net cash provided by operating activities:
Depreciation and amortization expense 996.715 1,436,108 34,322 2,467,145 2,333,339
Change in assets and fiabilities:
Accounts receivable 144,971 266,978 282,630 694,579 (138,009)
Prepaid expenses 6,168 (13,738) (432) (8.002) 38,477
Due from other funds 40,750 (226,954) - (186,204) 77,394
Inventory 156,904 (12,373) - 144,531 (190,502)
Accounts payable (413,089) (384,152) (122,503) (919,744) 491,023
Accrued expenses 5,178 (45,005) - (39.827) 83,641
Due to other funds 236,531 (37,148) {8.860) 190,523 (82,221)
Other payables (3.449) (2,249) - {5.698) (162)
Net cash provided by operating activities $ 1,669,015 $ 1,403,794 $ 311,580 S 3,384,389 $ 3,957,785
Schedule of non-cash capital and financing activities:
Contributed waler mains from developers 3 330,375 3 - - S 330,375 $ 400384
Construction in process included in accounts payable 3 27,394 3 69,167 S - S 96,561 $

The accompanying notes are an integral

part of the financial statements

-8-
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HARDIN COUNTY WATER DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Hardin County Water District No. 1 (the District) is organized pursuant to provision of Chapter 74 of the
Kentucky Revised Statutes in order to provide a water supply for citizens and residents of Radcliff, Kentucky
and parts of Hardin, Meade and Breckinridge Counties. The District is regulated by the Kentucky Public
Service Commission.

Reporting Entity

The Hardin County Water District No. 1's financial statements include the operations of all entities for which
the District exercises oversight responsibilities. Oversight responsibility includes, but is not limited to, financial
interdependency, selection of the governing authority, designation of management, ability to significantly
influence operations, and accountability for fiscal matters. The entities included in the financial statements are
the general operations of the Hardin County Water District No. 1.

There are no other entities that are subject to the District's oversight responsibility as indicated above.
Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting.

The District reports all revenue and expenses as operating, except interest income and expense, depreciation
and amortization, gains and losses on asset sales or disposals and capital contributions.

The District's financial statements are presented in conformity with the provisions of Governmental Accounting
Standards Board Statement No. 34, “Basic Financial Statements and Management’s Discussion and Analysis
for State and Local Governments”.

The District applies all applicable FASB and AICPA pronouncements issued on or before November 30, 1989
that are not in conflict with applicable GASB pronouncements

Fund Accounting

The District maintains a Water Fund, Ft. Knox Sewer Furd, Radcliff Sewer Fund and a Ft. Knox Stormnwater
Fund.

Accounts Receivable

The Water Fund's accounts receivable is net of an allowance for uncollectible accounts of $2,193 as of
December 31, 2011. The allowance is increased by charges to bad debts and decreased by write-offs.
Management's periodic evaluation of the adequacy of the allowance is based on the District's aged accounts
receivable balances. The sewer funds and stormwater fund do not have an allowance for doubtful accounts.
Interfund Transfers

The asset "due from other funds” and the liability “due to other funds” represent amounts transferred be ween
the funds owed for personnel and other operating and non-operating expenses.

Inventory
The water fund's inventory is composed of chemicals, equipment and supply-type items used for routine

maintenance and repairs and new water lines. The sewer fund's inventory consists of equipment. The
inventory is stated at the lower of cost (first-in, first-out method) or market

-
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HARDIN COUNTY WATER DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
Restricted Assets

The water and sewer funds' restricted assets consist of U.S. Treasury Notes and Bonds, certificates of
deposit, money market funds, and non-interest-bearing accounts. The carrying value of the investments
approximates market value.

When both restricted and unrestricted resources are availabie for use, the District's Board of Commissioners
makes a determination as to which resource should be used.

Investments

Itis the policy of the District to invest public funds in a manner which will provide the highest investment return
with the maximum security of principal while meeting the daily cash flow demands of the District and
conforming to all state statutes and District regulations governing the investment of public funds. The carrying
value of the investments approximates market value.

Property and Equipment

The water, sewer and stormwater fund's property and equipment assets are recorded at costor, if contributed,
at donor cost or appraised value at date of acquisition. Interest relating to the financing of projects under
construction is capitalized due to the District's capital financing plans and rate-setting methodology.
Depreciation is computed by the straight-line method based on the estimated useful life of the depreciable
property. Plantand lines are capitalized with lives ranging from 5-65 years and vehicles and equipment are
capitalized with lives ranging from 5-35 years. Land is not subject to depreciation. Expenditures for
maintenance and repairs are charged to expense as incurred whereas expenditures, including associated
labor, for installation, renewals or betterments are generally capitalized.

Line of Credit

The District maintains a line of credit through Cecilian Bank in the amount of $2,500,000 designated for use in
construction projects if needed.

Amortization

The water and sewer funds’ bond discounts and issue costs are being amortized using the straight-line
method over the life of the bond issue. The sewer funds’ City of Radcliff sewer acquisition costs are being
amortized using the straight-line method over a period of twenty-five years.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the District considers all highly liquid investments purchased with
an initial maturity of three months or less to be cash equivalents.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the period. Accordingly, actual results
could differ from those estimates.

10=
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HARDIN COUNTY WATER DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2011

NOTE 2 - CASH AND INVESTMENTS

The Hardin County Water District’s deposits and investments at December 31, 2011 were covered entirely by
federal depository insurance, by collateral held by the custodial banks in the District's name, or invested in

money market and government backed securities.

Kentucky Revised Statutes authorize local governmental units to invest in obligations of the United States and
its agencies, obligations of the Commonwealth of Kentucky and its agencies, shares in savings and loan
associations insured by federal agencies, deposits in national or state chartered banks insured by federal
agencies and larger amounts in such institutions providing such banks pledge as security obligations of the

United States Government or its agencies.

The following is a detail of the District's cash deposit coverage at December 31, 2011:

FDIC insured (or equivalent) $ 1,335,854
Collateralized by securities held by

the bank in the District's name 5,727,996
United States Treasury Securities and

money market funds 1248427

Total $8313.277

Cash and investments are classified as follows as of December 31, 2011:

Unrestricted:
Cash & cash equivalents:
Revenue fund $ 738,502
Other 4,663,488
5,401,990
Short-term investments:
Certificates of deposit 741,397
Total unrestricted 6,143,387

Restricted:
Long-term investments:
1997 KIA Debt service reserve — Certificate of deposit 335,230

2002 B&I redemption fund — FMV 86,667

2005 B&I redemption fund — FMV 164.172

2005 Debt service reserve - FMV 584,544

Depreciation fund - FMV 750,711

Total restricted 1,921,324

Total cash & investments $ 8064711
-11-
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HARDIN COUNTY WATER DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2011

NOTE 3 — CAPITAL ASSETS
A summary of capital asset activity during the fiscal year follows:
Balance Balance

Jan 1, 2011 Additions Deductions Dec. 31,2011
Capital assets not depreciated:

Land and easements $ 282,589 S - $ - $ 282,589

Construction in process 4,703,585 2,606,928 4,386,792 2,923,721
Capital assets that are depreciated:

Plant and lines 141,943,534 5,967,452 134,037 147,776,949

Vehicles and equipment 6,253,494 431,310 19,073 6,665,731

Total plant and equipment 153,183,202 9,005,690 4,539,902 157,648,990

Less: accumulated depreciation _ 85,547,544 2,434 892 78,629 87.903.807

Plant and equipment, net $67.635658 3 6570798 $4.461.273 $69.745183
Depreciation expense for all combined funds totaled $2,434,892 for the year ended December 31, 2011.
NOTE 4 - COMPLIANCE WITH BOND INDENTURE

Under covenants of the bond ordinance, certain funds have been established. These funds and their current
financial requirements are presented in summary as follows:

Bond and Interest Redemption Funds — There is to be a monthly deposit of an amount equal to 1/12 of the
next ensuing principal payment due and 1/6 of the next ensuing interest payment due for the 2005 issue.
These funds are used to pay maturing bond and interest coupons on the aforementioned issue.

Bond Reserve Fund - This fund shall receive, on a monthly basis, within five years of the issue date, an
amount equal to the average annual principal and interest requirements on the 2005 issue outstanding. This
fund is to be used in the event of a deficiency in the Bond and Interest Redemption Fund. At December 31,
2011, the District had reserves of $584,544 invested with the bond custodian. At March 1, 2012, the
requirement for this reserve will total $587,215.

Depreciation Fund - This fund receives $8,500 monthly after the above transfers have been made untii the
total sum of $750,000 has been established and maintained. This fund also receives the proceeds from the
sale of any property and equipment. This fund may be used to purchase new or replacement property and
equipment. Monies from this account are held by the bond custodian. AtDecember 31,2011, the District was
required to fund the account in the amount of $750,000 and the assets in this account totaled $750,711.

Operating and Maintenance Fund - This fund receives, on a monthly basis, the remaining balance in the
Revenue Fund after the above transfers have been made. This fund is used to pay operating expenditures.
Any surplus left, after operating expenses have been met, may be added to Debt Service Reserve.

Wastewater Revolving Loan Reserve — This loan requires the District to fund a reserve account in the
amount of $310,000. At December 31, 2011, the District had funded this reserve in the amount of $335,230.

2002 Adjustable Revenue Bonds — The District filed Supplement No.1 to Trust Indenture dated Aprit 1, 2010.
This supplement allows for a letter of credit to be issued by Cecilian Bank via a wrap around letter of credit
from the Federal Home Loan Bank of Cincinnati as collateral for the original bond issue. As a result, the
District is no longer required to fulfill the debt service reserve and depreciation fund requirements with The
Bank of New York Mellon Trust Company however, the District continues to carry $86,667 in an account for
this bond issue.

The bond ordinance calls for “net annual revenues” to exceed the maximum annual debt requirements of fixed
rate bonds by 1.20 for the Water Fund For the year ended December 31, 2011, the water fund ratiowas 2.91.
-12-
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HARDIN COUNTY WATER DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2011

NOTE 5 - LONG-TERM LIABILITIES

Some of the construction costs of the District's water and sewer facilities have been financed by issuance of
revenue bonds and revolving notes authorized under Kentucky Revised Statutes

Bonds payable of the water and Radcliff sewer funds consists of the following at December 31, 2011:

2005 Revenue Bonds, various semi-annual principal and interest
payments at 4.125% through September 1, 2025, secured by the
revenues of the District. $ 6,135,000

2002 Revenue Bonds, various semi-annual principal payments
with monthly interest payments at a variable rate which is to be
the lowest interest rate on the determination date at which the
bonds can be remarketed at par for the interest rate period
through September 1, 2022, secured by a letter of credit issued
from Cecilian Bank. 3,150,000

1997 KIA Wastewater Revolving Loan, various semi-annual
principal and interest payments at a rate of interest of 3.8%
through December 1, 2018, secured by the revenues of the

District. 2,109,083
Total debt 11,394,083
Less: current portion 768,362
Total long-term debt $10.625721

In 1998, the District refunded its 1989 and 1992 issues through the issuance of a 1998 fixed rate refunding
issue. The District defeased these bonds by placing the proceeds of the refunding bonds in an irrevocable
trust to provide for all future debt service on the refunded bonds. The trust accountassets and the liability for
the defeased bonds are not included in the District's financial statements.

in 1998 the District issued variable rate bonds to fund the construction of the new service center and the Fort
Knox interconnect project. In 2005 the District issued fixed rate bonds to fund the construction of the New
Salem Church Road project and to refund the 1998 variabie rate bonds. The District paid off the 1998 bond
issue two years early, in September 2010, as approved by the Board of Commissioners during its May 18"
2010 meeting, saving the district approximately $51,000 in interest.

During April 2008, the District assumed two debt issues as part of the Radcliff sewer acquisition. The District
assumed a 1997 Wastewater Revolving Loan through the Kentucky Infrastructure Authority and a 2001
refunding revenue bond issue through the Kentucky League of Cities. The district paid off the 2001 issue
during 2010.

13-
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HARDIN COUNTY WATER DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2011

NOTE 7 - OTHER LIABILITIES

The water fund's other liabilities in the amount of $126,401 at December 31, 2011 represent customers'
advances for construction and extension of water mains beyond limits now provided by the District. These
advances will be repaid in accordance with the terms of the agreements. The terms call for a portion of the
revenue from these waterlines to be refunded to customers.

NOTE 8 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. In addition to its general liability insurance,
the district also carries commercial insurance for all other risks of loss such as worker's compensation and
accident coverage. Settled claims resulting from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years.

NOTE 9 - RETIREMENT PLAN

Hardin County Water District No.1 is a participating employer of the County Employees' Retirement System
(CERS). Under the provisions of Kentucky Revised Statute 61.645, the Board of Trustees of Kentucky
Retirement Systems administers the CERS.

The plan issues separate financial statements which may be obtained by request from Kentucky Retirement
Systems, 1260 Louisville Road, Frankfort, Kentucky 40601.

Plan Description ~ CERS is a cost-sharing multiple-employer defined benefit pension plan that covers
substantially all regular full-time members employed in positions of each participating county, city, and school
board, and any additional eligible local agencies electing to participate in the System. The plan provides for
retirement, disability, and death benefits to plan members. Retirement benefits may be extended to
beneficiaries of plan members under certain circumstances. Cost-of-living (COLA) adjustments are provided
at the discretion of state legislature.

Contributions — For the year ended December 31, 2011, plan members were required to contribute 5.00% of
wages for non-hazardous job classifications and 6.00% for employees hired after September 1, 2008.
Participating employers were required to contribute at an actuarially determined rate. Per Kentucky Revised
Statue Section 61.565(3), normal contribution and past service contribution rates shall be determined by the
Board on the basis of an annual valuation last proceeding the July 1 of a new biennium. The Board may
amend contribution rates as of the first day of July of the second year of a biennium, if it is determined on the
basis of a subsequent actuarial valuation that amended contributions rates are necessary to satisfy
requirements determined in accordance with actuarial basis adopted by the Board. Participating employers
contributed 16.93% of each non-hazardous employee's wages from January 1, 2011 through June 30 and
18.96% from July 1 through December 31, 2011, which is equal to the actuarially determined rate set by the
Board. Administrative costs of Kentucky Retirement System are financed through employer contributions and
investment earnings.

The required contribution (employee and employer) and the actual percentage contributed for the District for
the current and previous twe years are as follows:

Required Percentage
Year Contribution Contributed
2011 $ 373,637 100%
2010 $ 330,866 100%
2009 $ 291,223 100%
-15-
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HARDIN COUNTY WATER DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2011

NOTE 10 - RECLASSIFICATIONS

Certain items on the balance sheet have been reclassified in the prior year to conform to the current year
presentation.

NOTE 11 - SUBSEQUENT EVENTS

The District has evaluated and considered the need to recognize or disclose subsequent events through
March 14, 2012, which represents the date these financial statements were available to be issued.
Subsequent events past this date, as they pertain to the fiscal year ended December 31, 2011, have not been
evaluated by the District.

Effective February 1, 2012, the District purchased that assets and took over operations of the Fort Knox water
system. The water system was formerly operated by the United States Army. In order to accomplish this
transaction, the District implemented a purchase agreement with Louisville Water to increase supply when
needed.

-16-
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HARDIN COUNTY WATER DISTRICT NO. 1
SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET

WATER FUND

for the year ended December 31, 2011

OPERATING REVENUE
Metered water sales
Wholesale sales
Sewer billing contract revenue
Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Treatment
Transmission and Distribution
Customer service
General & administrative expenses
Purchased water
General maintenance
Source of supply

Total operating expense

Operating income before depreciation

Depreciation and amortization expense

OPERATING INCOME

Non-operating income (expenses)
Interest income
Interest expense
Loss on sale of equipment

INCOME BEFORE
CAPITAL CONTRIBUTIONS

Government contributions

Tap Fees
Customer Contribution

CHANGE IN NET ASSETS

Original Amended
Budget Budget Actual Variance

$ 3,348,430 $ 3,348,430 $ 3,049,775 S (298,655)
668,600 668,600 635,903 (32,697)
8,500 8,500 8,612 112
303,800 303,800 291,411 (12,389)
4,329,330 4,329,330 3,985,701 (343,629)
915,200 915,200 841,684 (73,516)
702,930 702,930 648,360 (54,570)
258,958 258,958 280,777 21,819
538,094 538,094 529,157 (8,937)
119,776 119,776 75,939 (43,837)
76,741 76,741 77,861 1,120
28,125 28,125 36,872 8.747
2,639,824 2,639,824 2,490,650 (149,174)
1,689,506 1,689,506 1,495,051 (194,455)
(874,101) (874,101) {996.715) (122,614)
815,405 815,405 498,336 (317,069)
30,700 30,700 40,909 10,209
(325,102) (325,102) (305,120) 19,982
8,199 8,199 (17,260) (25,459)
529,202 529,202 216,865 (312,337)
3,572,000 3,572,000 144,170 (3,427,830)
182,000 182,000 64,182 (117,818)

- - 330,375 330,375

$ 4,283,202 $ 4,283,202 $ 755592 $ (3,527,610)
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HARDIN COUNTY WATER DISTRICT NO. 1

SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET

FORT KNOX SEWER FUND
for the year ended December 31, 2011

Original Amended
Budget Budget Actual Variance

OPERATING REVENUE

Sewer service revenue $ 2,843,117 $ 2,843,117 $ 2,845,040 $ 1,923

Penalties, service fees and reimbursements 3,800 3,800 17,975 14,175

Total operating revenue 2,846,917 2,846,917 2,863,015 16,098

OPERATING EXPENSES

Professional services 9,576 9,576 19,330 9,754

Contractual obligations 1,985,441 1,985,441 1,704,405 (281,036)

Allocated expense - - 5,042 5,042

Insurance 55,800 55,800 44 214 (11,586)

Customer service 83,856 83,856 52,113 (31,743)

Other 17,028 17,028 10,844 (6,184)

Total operating expense 2,151,701 2,151,701 1,835,948 (315,753)

Operating income before depreciation 695,216 695,216 1,027,067 331,851
Depreciation and amortization expense (543,502) {543,502) (617,348) (73,846)
OPERATING INCOME 151,714 151,714 409,719 258,005
Non-operating income (expenses)

Interest income 18,000 18,000 11,752 (6,248)

Interest expense (1.500) (1,500) (1,263) 237
INCOME BEFORE

CAPITAL CONTRIBUTIONS 168,214 168,214 420,208 251,994

Government contributions 96,400 96,400 436,310 339,910
CHANGE IN NET ASSETS $§ 264614 $ 264,614 $ 856,518 $ 591,904
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HARDIN COUNTY WATER DISTRICT NO. 1

SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET
RADCLIFF SEWER FUND

for the year ended December 31, 2011

OPERATING REVENUE
Sewer service revenue
Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Professional services
Contractual obligations
Allocated expense
Insurance
Customer service
System maintenance

Total operating expense
Operating income before depreciation
Depreciation and amortization expense
OPERATING INCOME
Non-operating income (expenses)

Interest income

Interest expense
Other (expense)

INCOME (LOSS) BEFORE
CAPITAL CONTRIBUTIONS

Government contributions
Customer Contributions

CHANGE IN NET ASSETS

Original Amended
Budget Budget Actual Variance
$ 3,397,100 $ 3,397,100 $ 3,298,297 § (98803
280,774 280,774 184,714 {96.060)
3,677,874 3,677,874 3,483,011 (194.863)
15,180 15,180 13,786 (1.394)
2,180,221 2,180,221 2,082,650 (97,571)
- - 65,728 65728
17,800 17,800 19,466 1,666
408,036 408,036 423,937 15,901
93,692 93,692 46,076 (47,616)
2,714,929 2,714,929 2,651,643 (63,286)
962,945 962,945 831,368 (131,577)
(805,097) (805,097) (818,760) (13.663)
157,848 157,848 12,608 (145,240)
35,000 35,000 39,084 4,084
(26,882) (26,882) (92,190) (65,308)
. - (39,454) (39,454)
165,966 165,966 (79,952) (245,918)
5,141,839 5,141,839 1,383,176 (3,758,663)
63,165 63,165 464,175 401,010
$ 5,370,970 $ 5,370,870 $ 1,767,399 § (3,603,571)
-19-
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HARDIN COUNTY WATER DISTRICT NO. 1
SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET
STORMWATER FUND
for the year ended December 31, 2011

OPERATING REVENUE
Stormwater revenue

Total operating revenue

OPERATING EXPENSES
Professional services
Contractual obligations
Insurance
Customer service
Other

Total operating expense

Operating Income before depreciation

Depreciation and amortization expense

OPERATING INCOME

Non-operating income (expenses)
Interest income

INCOME BEFORE
CAPITAL CONTRIBUTIONS

Government contributions

CHANGE IN NET ASSETS

Original Amended
Budget Budget Actual Variance
$ 469,576 $ 469,576 469,008 $ (568)
469,576 469,576 469,008 (568)
2,392 2,392 1,134 (1,258)
269,715 269,715 279,001 9,286
1,500 1,500 1,698 198
23,433 23,433 - (23,433)
1,960 1,960 26,430 24,470
299,000 299,000 308,263 9,263
170,576 170,576 160,745 (9.831)
(26,843) (26,843) (34.322) (7,479)
143,733 143,733 126,423 (17.310)
9,500 9,500 5,599 (3,901)
153,233 153,233 132,022 (21,211)
$ 153,233 $ 153,233 132,022 $ (21,211)
-20-
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HARDIN COUNTY WATER DISTRICT NO. 1
COMBINED SEWER BALANCE SHEETS

ASSETS

Current assets
Cash and cash equivalents
Short-term certificates of deposit
Customer accounts receivable, net
Grant receivable
Interest receivable
Due from other funds
Inventory
Prepaid expenses

Total current assets

Long-term investments
Restricted assets - reserve funds

Radcliff acquisition costs, net

Property, plant and equipment
Land and easements
Plant and lines
Vehicles and equipment
Construction in progress

Total
Less accumulated depreciation

Total property, plant, and equipment
TOTAL ASSETS

LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable
Due to other funds
Customers' deposits
Accrued expenses

Liabilities payable from restricted assets:

Current poriion of long-term debt
Accrued interest on long-term debt

Total current liabilities

Long-term liabilities
Bonds payable

Total liabilities

Net assets
Invested in capital assets
Restricted
Unrestricted

Total net assets

December 31, 2011

Ft. Knox Radcliff 2011 2010
Sewer Sewer Total Total
$ 1,574,918 $ 2,838,937 $ 4413855 $ 3855552
- - - 381,914
239,245 219,445 458,690 695,280
16,485 60,337 76,822 107,210
1 522 523 3,334
17,388 270,128 287,516 60,562
12,373 - 12,373 -
7,171 42,814 49,985 36,247
1,867,581 3,432,183 5,299,764 5.140.099
- 335,230 335,230 377,940
- 211,203 211,203 220,303
- 9,544 9,544 9,544
78,118,835 32,561,952 110,680,787 107,319,772
1,074,766 976,309 2,051,075 1,872,097
725,498 1,608,776 2,334,274 2,710,159
79,919,099 35,156,581 115,075,680 111,911,572
(61,842,262) (13,931,484) (75,773,746) (74,398,699)
18,076,837 21,225,097 39,301,834 37,512,873
$ 19,944,418 $ 25,203,713 $ 45,148,131 S 43,251,215
$ 165594 $ 265,950 $ 431544 S 815696
2,317 8,770 11,087 48,235
- 124,214 124,214 125,601
10,010 36,598 46,608 91,613
- 268,362 268,362 258,448
- 7,030 7.030 7,892
177.921 710,924 888,845 1,347 485
- 1,840,721 1,840,721 2,109,082
177.921 2,551,645 2,729,566 3,456,567
18,076,837 19,108,984 37,185,821 35,145,343
- 335,230 335,230 377,940
1,689,660 3,207,854 4,897 514 4,271,365
19,766,497 22,652,068 42,418,565 39,794,648
$ 25,203,713 $ 45,148,131 $ 43,251,215

TOTAL LIABILITIES AND NET ASSETS  § 19,944,418




—

HARDIN COUNTY WATER DISTRICT NO. 1
COMBINED SEWER STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

for the year ended December 31, 2011

OPERATING REVENUE
Sewer service revenue
Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Customer service
Sewer

Total operating expense

Operating Income before depreciation
Depreciation and amortization expense
OPERATING INCOME

Non-operating income (expenses)
Interest income
Interest expense
Bad debts recovered
Gain (loss) on sale of equipment

INCOME (L.OSS) BEFORE
CAPITAL CONTRIBUTIONS

Grants

Tap fees
Customer contributions

CHANGE IN NET ASSETS
Net assets, beginning of year

NET ASSETS, END OF YEAR

Ft. Knox Radcliff 2011 2010
Sewer Sewer Total Total
$ 2,845,040 $ 3,298,297 $ 6,143,337 $ 6,143,840
17,975 184,714 202,689 222,520
2,863,015 3,483,011 6,346,026 6,366,360
52,113 423,937 476,050 505,774
1,783.835 2,227,706 4.011.541 3.984.005
1,835,948 2,651,643 4,487,591 4,489,779
1,027,067 831,368 1,858,435 1,876,581
(617,348) (818,760) (1,436.108)  (1,2931 30)
409,719 12,608 422 327 583,451
11,752 39,084 50,836 84,297
(1,263) (92,190) (93,453) (111,015)
- 9,449 9,449 9,355
- (48,903) (48,903) 15,895
420,208 (79,952) 340,256 581,983
- 1,383,176 1,383,176 1,313,653
- 8,700 8,700 22,052
436,310 455,475 891,785 1,184,582
856,518 1,767,399 2,623,917 3,102,170
18,909,979 20,884,669 39,794 648 36,692,478
$ 19,766,497 $ 22,652,068 $ 42,418,565 $ 39,794,648
_22-
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HARDIN COUNTY WATER DISTRICT NO. 1
COMBINED SEWER STATEMENTS OF CASH FLOWS
for the year ended December 31, 2011

Ft. Knox Radcliff 2011 2010
Sewer Sewer Total Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 3,097,618 $ 3,251,284 $ 6,348,902 $ 6,218,866
Payments to suppliers (2,105,730} (2,839,378) (4,945,108) (4.373,592)
Net cash provided by operating activities 991,888 411,906 1,403,794 1.845,274
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Contributions in aid of construction 436,310 1,391,876 1,828,186 1,206,632
Proceeds from sale of equipment - 3,000 3,000 20,000
Acquisition and construction of capital assets (964,415) (1,848,082) (2.812,497) (3,166,510)
Principal paid on long-term debt - (258,447) (258,447) (408,899)
Interest paid on long-term debt (1,263) (93,052) (94,315) (112,916)
Net cash (used in) capitai
and related financing activities (529,368) (804,705) (1.334,073) (2,461,693)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 11,752 41,895 53,647 97,882
Redemption of investments - 770,165 770,165 2,560,023
Purchase of investments - (335,230) {335,230) -
Net cash provided by
investing activities 11,752 476,830 488,582 2,657,905
r ) NET INCREASE IN CASH 474,272 84,031 558,303 2,041,486
Cash and cash equivalents, beginning of year 1,100,646 2,754,906 3,855,552 1,814,066
CASH AND CASH EQUIVALENTS, END OF YEAR $ 1,574,918 $ 2,838,937 $ 4,413,855 $ 3,855,552
Reconciliation of operating income to net cash
provided by operating activities:
Operating income $ 409,718 $ 12,608 § 422327 $ 583,451
Adjustments to reconcile operating income to
net cash provided by operating activities:
Depreciation and amortization expense 617,348 818,760 1,436,108 1,293,130
Change in assets and liabilities:
Accounts receivable 256,640 10,338 266,978 107,474
Prepaid expenses (4,814) (8,924) (13,738) 22,139
Inventory (12,373) - (12,373) -
Due from other funds (17,388) {208,566) (226,954) 7,036
Accounts payable (228,231) (155,921) (384,152) 19,307
Accrued expenses (24,364) (20,641) (45 005) 76 313
Due to other funds (4,649) (32,499) (37,148) {262 004)
Other payables - (2,249) (2,249) (1572)
Net cash provided by operating activities 3 991,888 $ 411,906 $ 1403794 $ 1845274

Schedule of non-cash capital and financing activities:
Construction in process included in accounts payable $ - % 69,167 $ 69,167

$ -

.23-
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HARDIN COUNTY WATER DISTRICT NO.1
INDEPENDENT AUDITORS' 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

Board of Commissioners
Hardin County Water District No. 1
Radcliff, Kentucky

We have audited the financial statements of Hardin County Water District No.1 as of and for the year
ended December 31, 2011, and have issued our report thereon dated March 14, 2012. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptrolier General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Hardin County Water District No.1'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 Hardin County Water District No.1's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Hardin County Water District No.1's internal control over
financial reporting.

A deficiency in internal control 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 and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or detected and corrected on a
timely basis.

Our consideration of internal control over financial reporting was for the fimited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Hardin County Water District No.1'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 no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

This communication is intended solely for the information and use of management, Board of
Commissioners and the Public Service Commission of Kentucky and is not intended to be and should not
be used by anyone other than these specified parties.

Ray, Foley, Hensley, & Company, PLLC
March 14, 2012
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HARDIN COUNTY WATER DISTRICT No. 1
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FINANCIAL STATEMENTS
December 31, 2012
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Hardin County Water District No. 1

Serving Radcliff and Hardin County for Over 60 Years

1400 Rogersville Road
Radcliff, KY. 40160

March 12, 2013

TO: Hardin County Water District No. 1
Board of Commissioners

SUBJECT: 2012 Annual Report & Managements’s Discussion and Analysis

This report is a joint effort of our staff and Ray, Foley, Hensley & Co, PLLC, Certified Public
Accountants. This is the eighth year we have retained this firm to complete our annual audit. This
report includes the Management Analysis, the Independent Auditor’s Report, the basic financial
statements of the District and related supplemental information and audit notes.

I would like to recognize the contribution of our Finance & Accounting Manager, Mr. Scott Schmuck
and his accounting staff, Ms. Stephanie Strange (Accountant) and Ms. Karen Morrison (Accounting
Specialist) for their work assisting the auditors in preparing this information. Mr. Bradley Hayes,
CPA/CGFM, was the lead auditor for the firm and field staff to complete the audit.

In February 2012, we began operation of the Ft. Knox Water Utility. This system acquisition
culminated a three and a half year process with our partner, the Louisville Water Company (“LWC”),
to pursue a 50 year Utilities Privatization contract to own and operate the Ft. Knox Potable Water
System. The contract was signed on September 30%, 2011 and operation of the system began on
February 1, 2012. Because of the new acquisition, our 2012 financial position has changed
considerably from 2011.

In May, 2012, we also entered into a 40 year Water Purchase Agreement with LWC. This will provide
a new back-up purchased water source, replacing the Ft. Knox source we have had since 1998. The
agreement allows us to purchase up to 3.5 million gallons daily, an increase of 30% compared to the Ft.
Knox purchased water source.

A $4.5 million “BRAC” grant from the Kentucky Cabinet of Economic Development has been received
to construct a new interconnect facility to the LWC system. Final design is underway on this facility
and we hope to have it built and be able to deliver LWC water to our system by late 2014. Several
permits will be needed to construct these facilities including permits from U.S. Army Corps of
Engineers, Kentucky Environmental Protection Cabinet / Division of Water and the Kentucky Public
Service Commission.

Financial Performance & Highlights

Consolidated Financial Performance: Our financial reports now include statements for five distinct
enterprise utility funds; County Water, Ft. Knox Water, Ft. Knox Sanitary Sewer, Ft. Knox Storm
Sewer and Radcliff Sanitary Sewer. This letter first reviews the overall consolidated financial
highlights of the year, with more specific key items by utility.

In November, Moody’s Investors Services affirmed an “A1" credit rating on the District’s outstanding
$5.9M fixed rate water revenue bonds, issued in 2005. This affirmation means these bonds provide
upper-middle grade investment with very low credit risk to bond holders. The District has no
immediate plans to issue any new debt or revenue bonds. At year end, the District had $12.7 million of

Phone 1-270-351-3222 FAX: 1-270-352-3055
www.HCWD.com
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available grants or contributed capital funding still to be used for capital construction, which all are
without any fees, interest cost or repayment requirements.

For the year, gross plant assets increased by $15,346,791 (t 9.7% [percent changes in parentheses
represent change from 2011]). Total net assets (net position) increased by $18,878,129 (+ 28.3%)).
Total revenues, including interest income, increased by $4,076,921(+ 37.4%). Operating income
before depreciation increased to $5,373,853 (+ 52.9%) and net income after depreciation (and net of
non-operating income and expenses) increased by $1,252,171 to $1,941,314 (+ 181.7%). This amount
was 13% (+ 106.4%) of total operating revenues. Total net assets at the end of the year were
$85,604,348 (+28.3%).

Cash used for capital construction was $6,352,854 (+65.3%), of which 96% was provided by
government grants (both Kentucky and U.S. Government/Dept. of Defense). Principal payments to
reduce bond debt were $843,513 (+ 17%) and at year end the consolidated outstanding debt principal
was $10,960,486 (- 3.8%). Total working capital (unrestricted cash + investments) at year end
increased by 71% to $10,527,269. Of all reserves (cash + investments), 84% (+ 11%) were unrestricted
and available as working capital for capital construction or operations. At the beginning of 2013 we
also had total of $12,677,445 of available state or federal grant funding for future capital construction
projects.

Individual Fund Highlights:

County Water: Total operating expenses (excluding debt interest and depreciation) were 5.2%
less than budgeted. Revenues were 0.7% less than budgeted. Net income after depreciation and
interest expense increased by 154% from 2011, mainly due to some general and administrative
operating expenses now being shared by the new Ft. Knox Water utility, which lowered this
fund’s expenses. Water sales also increased slightly. Net assets increased by 3.9%. The bond
coverage ratio was 3.17, which is 2.6 times the required 1.20 (+ 8.9% from 2011).

Ft. Knox Water: Financial results were for an eleven month period in 2012, starting February 1.
For the first year of operations of this utility, total operating revenues were $3,849,586
(including interest income). Net income before depreciation was $1,327,033. Net income after
depreciation and amortized expenses was $926,342 which is 24% of revenues. Net assets at year
end were $14,506,823. Construction in progress was valued at $275,600. Working capital and
cash available for capital construction was $3,949,510. As part of the privatization contract with
the Government, a surcharge payment (shown as customer contributions) during the first five
years will generate in excess of $25 million to address existing facility deficiencies throughout
the water system. We are in the process of developing plans, specifications and a schedule to
complete these projects.

Ft. Knox Sewer (Sanitary and Storm): Total operating revenues increased by 3.7%. Total

operating income, before depreciation expense, increased by 9.1% to $1,120,784. Total net
assets increased by 14.8%. Total expended for construction was $3,230,392 (+222%) of which
61% was provided by contributed capital (direct grants) from the Government. Working capital
increased by 5% to $2,361,485 which is available for future Ft. Knox sewer related capital
projects and improvements. At the beginning of 2013, the fund had a balance of $4,194,547 in
available direct contributed funding, provided by the Government, for construction projects.

Radcliff Sewer: Total revenues (including interest income) were $3,579,459 (+ 1.6%) which
was 5.1% below revenue estimates. Total operating expenses (including depreciation) were

Phone 1-270-351-3222 FAX: 1-270-352-3055
www.HCWD.com
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0.8% less than budgeted. Total net assets increased 2% to $23,107,910 and at year end we had
construction in progress assets of $1,847,721 (+ 14.8%). Of the $1,334,930 expended for
construction (- 28%), 48% was funded by state grants. At year end the total cash & investment
reserve balance was $3,292,747 (+3.7%) of which 89% was unrestricted and available for
capital construction or operations. At year end a total of $3,162,241 in state grants are available
for future capital construction projects. The fund had an operating income before depreciation
and debt interest of $880,329 (+ 5.9%) with a net operating loss of $89,481 (2.5% of revenues)
after those expenses (and excluding loss on disposal of equipment), compared to a 2011 net
operating loss of $40.498 (+ 121%).

During 2012 the Board approved the filing of a rate increase request to the Kentucky Public

Service Commission for the Radcliff sewer rates. It is anticipated that the filing will be made by
mid 2013 with a projected approval in 2014 or early, 2015.

Operational Changes & Statistics

Since acquiring the Ft. Knox Water system we now own and operate five treatment plants (Pirtle
Spring County Water Treatment Plant (“WTP”), Ft. Knox Central and Muldraugh WTP’s, Radcliff
Wastewater Treatment Plant (“WWTP”) and Ft. Knox WWTP.

During 2012 a total of 1,782 MG (million gallons) of potable water was treated (+ 73%) and a total of
51.3 MG was purchased for resale (+ 10.3%). Total water delivered to the systems (now County and
Ft. Knox combined) was 1,833.7 MG (+ 77.2%). The maximum demand day was 9.085 MG (+ 140%)
and occurred on 1-July. The average daily water demand for the year was 5.024 MG (+ 77%). A total
of 68 new water services were installed, down 30% from 2011. Wholesale customers purchased 336.6
MG (+ 1.6%), which was equivalent to 37% of total water sales volume (+ 15.6%).

The two wastewater treatment plants (Ft. Knox and Radcliff) treated 1,295.4 MG (- 22%) down due to
2012 having less rainfall, decreasing inflow and infiltration treated at the WWTP’s. This resulted in
an average daily flow of clean, recycled water into streams of 3.549 MG.

At present we have 23 construction projects in either preliminary or final design and construction.
The District, its Board and staff face new challenges and exciting changes as we look forward to new
endeavors and improving the reliability and functionality of our utility systems through best practice,
asset management systems.

Sincerely,
(y e Lo dO—
Mr. Jigf Bruce Mr. Scott Schmuck
Gengfal Manager Finance & Accounting Manager
Phone 1-270-351-3222 FAX: 1-270-352-3055

www. HCWD.com
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Ray, Foley, Hensley & Company, pLLC

Certified Public Accountants and Consultants

INDEPENDENT AUDITORS' REPORT  Stephen R.Allen, CPA/PFS
Dennis H. England, CPA

. Michael D.Foley, CPA
B i ’
oard of Commissioners Lyman Hager, Jr. CPA/PFS

Hardin County Water District No. 1 Jerry W, Hensley, CPA

Radcliff, Kentucky Mark R. Wadlington, CPA, CGMA

Report on the Financial Statements Gwendolyn B.Young, CPA,CVA

We have audited the accompanying financial statements of the business-type activities of Hardin County
Water District No.1, as of and for the year ended December 31, 2012, and the related notes to the
financial statements, which collectively comprise the District's basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of Hardin County Water District No.1, as of
December 31, 2012, and the respective changes in financial position and cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

230 Lexington Green Circle, Suite 600 « Lexington, Kentucky 40503-3326
Phone: 859-231-1800 » Fax: 859-422-1800 ¢ Toll-Free: 1-800-342-7299
www.rfhco.com

Members American Institute of Certified Public Accountants and Kentucky Socierty of Certified Public Accountants
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 1-3 and 17-21 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Hardin County Water District No. 1’s basic financial statements. The combined statements of
net position, revenues, expenses and changes in net position, and cash flows are presented for purposes
of additional analysis and are not a required part of the basic financial statements.

The previously referenced combined statements are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the previously referenced combined statements are fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 12,
2013, on our consideration of the Hardin County Water District No. 1's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. 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 internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering Hardin County
Water District No. 1's internal control over financial reporting and compliance.

Bay, Stoley, Toonstoy & Company

Ray, Foley, Hensley, & Company, PLLC
March 12, 2013
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED STATEMENT OF NET POSITION
December 31, 2012

ASSETS

Current assets
Cash and cash equivalents
Short-term certificates of deposit
Customer accounts receivable, net
Other accounts receivable
Interest receivable
Due from other funds
Inventory - materials and supplies
Prepaid expenses

Total current assets

Non-current assets
Restricted assets - reserve funds
Acquisition costs

Total non-current assets

Property, plant and equipment
Land and easements
Plant and lines
Vehicles and equipment
Construction in progress

Total
Less accumulated depreciation

Total property, plant, and equipment

\\ TOTAL ASSETS

4 LIABILITIES AND NET ASSETS
Current liabilities

Accounts payable

Due to other funds

Customers' deposits

Accrued expenses

Reserve for unclaimed funds - escheatment

Deferred rent revenue

Liabilities payable from restricted assets:
Current portion of long-term debt
Accrued interest on long-term debt

Total current liabilities

Long-term liabilities
Bonds payable
Other long-term debt
Less unamortized discount and expenses
Compensated absences

Long-term liabilities, net

Other liabilities
Customer advances for construction

Total liabilities

Net position
Invested in capital assets, net of related debt
Restricted

Unrestricted
Total net position

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

Water Sewer Storm 2012
Total Total Water Total
$§ 4,444,052 $ 4,612,237 $ 703,272 $ 9,759,561
767,708 - - 767,708
736,654 440,844 39,816 1,217,314
1,001,652 711,587 78,199 1,791,438
1,874 - - 1,874
- 80,225 - 80,225
321,754 12,373 - 334,127
69,800 53,183 270 123,253
7,343,494 5,910,449 821,557 14,075,500
1,634,127 338,723 - 1,972,850
- 202,103 - 202,103
1,634,127 540,826 - 2,174,953
273,045 9,544 - 282,589
45,384,251 111,823,319 1,272,146 168,479,716
5,773,986 2,300,517 150,212 8,224,715
876,545 4,803,696 328,520 6,008,761
52,307,827 118,937,076 1,750,878 172,995,781
_(13,428,672)  (77,223,428) (131,135) (90,783,235)
38,879,155 41,713,648 1,619,743 82,212,546
$ 47,856,776 $ 48,164,923 $ 2,441,300 $ 98,462,999
$ 471,925 $ 823,453 $ 12,839 $ 1,308,217
69,111 10,333 781 80,225
168,032 129,454 - 297,486
98,899 26,933 951 126,783
5,231 - - 5,231
4,533 - - 4,533
701,960 278,656 - 980,616
60,792 6,102 - 66,894
1,580,483 1,274,931 14,571 2,869,985
8,165,000 1,562,065 - 9,727,065
252,805 - - 252,805
(162,731) - - (162,731)
58,363 - - 58,363
8,313,437 1,562,065 - 9.875,502
113,164 - - 113,164
10,007,084 2,836,996 14,571 12,858,651
29,861,329 39,866,825 1,619,743 71,347,897
1,634,127 338,723 - 1,972,850
6,354,236 5,122,379 806,986 12,283,601
37,849,692 45,327,927 2,426,729 85,604,348
$ 48,164,923 $ 2,441,300 $ 98,462,999

TOTAL LIABILITIES AND NET POSITION  $ 47,856,776

-6-
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
for the year ended December 31, 2012

OPERATING REVENUE

Metered water sales

Wholesale sales

Sewer billing contract revenue

Sewer service revenue

Stormwater service revenue

Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES

Treatment

Distribution

Customer service

General & administrative expenses
Purchased water

General maintenance

Source of supply

Stormwater

Total operating expense

Operating income before depreciation

Depreciation and amortization expense

OPERATING INCOME

Non-operating income (expenses)

Interest income
Interest expense
Gain (loss) on disposal of equipment

INCOME BEFORE

CAPITAL CONTRIBUTIONS

Capital Contributions

Grants
Tap fees
Customer contributions

CHANGE IN NET POSITION
Net position, beginning of year

NET POSITION, END OF YEAR

Water Sewer Storm 2012

Total Total Water Total
$ 6,538,415 $ - $ - $ 6,538,415
647,969 - - 647,969
18,335 - - 18,335
- 6,256,675 - 6,256,675
- - 477,792 477,792
662,107 267,920 18,194 948,221
7,866,826 6,524,595 495,986 14,887,407
777,035 - - 777,035
1,175,956 - - 1,175,956
249,581 612,048 - 861,629
2,277,310 3,911,432 - 6,188,742
85,289 - - 85,289
91,070 - - 91,070
34,837 - - 34,837
- - 298,996 298,996
4,691,078 4,523,480 298,996 9,513,554
3,175,748 2,001,115 196,990 5,373,853
(1,449,633) (1,5657,218) (37,214) (3,044,065)
1,726,115 443,897 159,776 2,329,788
43,715 39,165 4,713 87,593
(296,635) (82,779) - (379,414)
3,250 (99,903) - (96,653)
1,476,445 300,380 164,489 1,941,314
237,953 642,224 - 880,177
46,333 3,000 - 49,333
13,619,294 1,963,758 424,253 16,007,305
15,380,025 2,909,362 588,742 18,878,129
22,469,667 42,418,565 1,837,987 66,726,219
$ 37,849,692 $ 45,327,927 d 2,426,729 $ 85,604,348

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

-7-
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED STATEMENT OF CASH FLOWS
for the year ended December 31, 2012

Water Sewer Storm 2012
Total Total Water Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 6,212,212 $ 6,114,213 $ 428,145 $ 12,754,570
Payments to suppliers (2,690,467) (4,150,132) (334,499) (7,175,098)
Payments for employee services and benefits (1.727,828) - - (1,727,828)
Net cash provided by operating activities 1,793,917 1,964,081 93,646 3,851,644
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Principal paid on long-term debt (575,151) (268,362) - (843,513)
Borrowings 75,151 - - 75,151
Principal paid on line of credit (32,683) - - (32,683)
Interest paid on long-term debt (299,110) (83,707) - (382,817)
Contributions in aid of construction 4,719,696 2,608,982 424 253 7,752,931
Grants 281,382 - - 281,382
Proceeds from sale of equipment 7.412 4,640 - 12,052
Acquisition and construction of capital assets (1,787,532) (4,063,447) (501,875) (6,352,854)
Cash (paid) received under advance
construction contract {13,237) - - (13,237)
Net cash provided by (used in) capital
and related financing activities 2,375,928 (1,801,894) (77,622) 496,412
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 42,837 39,688 4,713 87,238
Redemption of investments 508,442 335,230 - 843,672
Purchase of investments (582,672) (338,723) - (921,395)
Net cash provided by
(used in) investing activities (31,393) 36,195 4,713 9,515
NET INCREASE IN CASH 4,138,452 198,382 20,737 4,357,571
Cash and cash equivalents, beginning of year 305,600 4,413,855 682,535 5,401,990
CASH AND CASH EQUIVALENTS, END OF YEAR $ 4444052 $ 4,612,237 $ 703272 $ 9,759,561

Reconciliation of operating income to net cash
provided by operating activities:
Operating income $ 1,726,115 $ 443897 3 169,776 $ 2,329,788
Adjustments to reconcile operating income to
net cash provided by operating activities:
Depreciation and amortization expense 1,449,633 1,557,218 37,214 3,044,065
Change in assets and liabilities:

Accounts receivable (1,398,019) (616,919) (78,199) (2,093,137)
Prepaid expenses (3,136) 189,903 162 186,929
Due from other funds 40,498 (3,198) - 37,300
Inventory (38,035) - - (38,035)
Accounts payable 234,237 391,909 (35,665) 590,481
Accrued expenses 34,171 24,476 - 58,647
Due to other funds (256,881) (19,675) 10,358 (266,198)
Other payables 5,334 (3.530) - 1,804

Net cash provided by operating activities $ 1,793,917 $ 1,964,081 $ 93,646 $ 3,851,644

Schedule of non-cash capital and financing activities:
Contributed water mains from developers $ 8,945,931 $ - $ -

Construction in process included in accounts payable $ 334765 § 1,873

$ 8,945,931
$§ 336,638

&
'

The accompanying notes are an integral
part of the financial statements
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Hardin County Water District No. 1 (the District) is organized pursuant to provision of Chapter 74 of the
Kentucky Revised Statutes in order to provide a water supply for citizens and residents of Radciliff, Kentucky

and parts of Hardin, Meade and Breckinridge Counties. The District is regulated by the Kentucky Public
Service Commission.

Reporting Entity

The Hardin County Water District No. 1's financial statements include the operations of all entities for which
the District exercises oversight responsibilities. Oversight responsibility includes, but is not limited to, financial
interdependency, selection of the governing authority, designation of management, ability to significantly
influence operations, and accountability for fiscal matters. The only entity included in these financial
statements are the general operations of the Hardin County Water District No. 1.

There are no other entities that are subject to the District's oversight responsibility as indicated above.
Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting.

The District reports all revenue and expenses as operating, except interest income and expense, gains and
losses on asset sales or disposals and capital contributions.

The District's financial statements are presented in conformity with the provisions of Governmental Accounting
Standards Board Statement No. 34, “Basic Financial Statements and Management'’s Discussion and Analysis
for State and Local Governments”

The District applies all applicable FASB and AICPA pronouncements issued on or before November 30, 1989
that are not in conflict with applicable GASB pronouncements.

Fund Accounting

The District maintains a County Water Fund, Ft. Knox Water Fund, Ft. Knox Sewer Fund, Radcliff Sewer Fund
and a Ft. Knox Stormwater Fund.

Accounts Receivable

The Water Fund’s accounts receivable is net of an allowance for uncollectible accounts of $2,193 as of
December 31, 2012. The allowance is increased by charges to bad debts and decreased by write-offs.
Management's periodic evaluation of the adequacy of the allowance is based on the District’s aged accounts
receivable balances. The sewer funds and stormwater fund do not have an allowance for doubtful accounts.

Interfund Transfers

The asset “due from other funds” and the liability “due to other funds” represent amounts transferred between
the funds owed for personnel and other operating and non-operating expenses.

inventory
The water fund's inventory is composed of chemicals, equipment and supply-type items used for routine

maintenance and repairs and new water lines. The sewer fund's inventory consists of equipment. The
inventory is stated at the lower of cost (first-in, first-out method) or market.

-9-
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
Restricted Assets

The water and sewer funds’ restricted assets consist of U.S. Treasury Notes and Bonds, certificates of
deposit, money market funds, and non-interest-bearing accounts. The carrying value of the investments
approximates market value.

When both restricted and unrestricted resources are available for use, the District's Board of Commissioners
makes a determination as to which resource should be used.

Investments

Itis the policy of the District to invest public funds in a manner which will provide the highest investment return
with the maximum security of principal while meeting the daily cash flow demands of the District and
conforming to all state statutes and District regulations governing the investment of public funds. The carrying
value of the investments approximates market value.

Property and Equipment

The water, sewer and stormwater fund'’s property and equipment assets are recorded at cost or, if contributed,
at donor cost or appraised value at date of acquisition. Interest relating to the financing of projects under
construction is capitalized due to the District's capital financing plans and rate-setting methodology.
Depreciation is computed by the straight-line method based on the estimated useful life of the depreciable
property. Plantand lines are capitalized with lives ranging from 5-65 years and vehicles and equipment are
capitalized with lives ranging from 5-35 years. Land is not subject to depreciation. Expenditures for
maintenance and repairs are charged to expense as incurred whereas expenditures, including associated
labor, for installation, renewals or betterments are generally capitalized.

Amortization

The water and sewer funds’ bond discounts and issue costs are being amortized using the straight-line
method over the life of the bond issue. The sewer funds’ City of Radcliff sewer acquisition costs are being
amortized using the straight-line method over a period of twenty-five years.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the District considers all highly liquid investments purchased with
an initial maturity of three months or less to be cash equivalents. Investments classified as restricted assets
are not included as a cash and cash equivalent.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the period. Accordingly, actual results
could differ from those estimates.
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 2 — CASH AND INVESTMENTS

The Hardin County Water District's deposits and investments at December 31 » 2012 were covered entirely by
federal depository insurance, by collateral held by the custodial banks in the District's name, or invested in
money market and government backed securities.

Kentucky Revised Statutes authorize local governmental units to invest in obligations of the United States and
its agencies, obligations of the Commonwealth of Kentucky and its agencies, shares in savings and loan
associations insured by federal agencies, deposits in national or state chartered banks insured by federal
agencies and larger amounts in such institutions providing such banks pledge as security obligations of the

United States Government or its agencies.

The following is a detail of the District’s cash deposit coverage at December 31, 2012:

FDIC insured (or equivalent) $ 1,339,739
Collateralized by securities held by
the bank in the District's name 9,908,395
United States Treasury Securities and
money market funds 1,297,460
Total cash in banks $12.545.594
Cash and investments are classified as follows as of December 31, 2012:
Unrestricted:
Cash & cash equivalents:
Revenue fund $ 985,253
Other 8,774,308
9,759,561
Short-term investments:

Certificates of deposit 767,708
Total unrestricted 10,527,269
Restricted:

Long-term investments;

1997 KIA Debt service reserve 338,723

2002 B&l redemption fund — FMV 86,667

2005 B&l redemption fund — FMV 201,122

2005 Debt service reserve — FMV 594,307

Depreciation fund — FMV 752,031
Total restricted 1,972,850
Total reported cash & investments $12500.119

-11-
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 3 —~ CAPITAL ASSETS

A summary of capital asset activity during the fiscal year follows:

Balance Balance
Jan 1, 2012 Additions  Retirements Dec. 31,2012

Capital assets not depreciated:

Land and easements $ 282,589 $ - 8 - $ 282,589

Construction in process 2,923,721 5,100,100 2,015,060 6,008,761
Capital assets that are depreciated:

Plant and lines 147,776,949 10,884,307 181,540 158,479,716

Vehicles and equipment 6,665,731 1,621,452 62.468 8,224 715

Total plant and equipment 157,648,990 17,605,859 2,259,068 172,995,781

Less: accumulated depreciation 87,903,807 3,014,979 135,551 90,783,235

Plant and equipment, net $60745183 $14.590.880 §2.123.517 $ 82,212,546

Depreciation expense for all combined funds totaled $3,014,979 for the year ended December 31, 2012.
NOTE 4 - COMPLIANCE WITH BOND INDENTURE

Under covenants of the bond ordinance, certain funds have been established. These funds and their current
financial requirements are presented in summary as follows:

Bond and Interest Redemption Funds —- There is to be a monthly deposit of an amount equal to 1/12 of the
next ensuing principal payment due and 1/6 of the next ensuing interest payment due for the 2005 issue.
These funds are used to pay maturing bond and interest coupons on the aforementioned issue.

Bond Reserve Fund - This fund shall receive, on a monthly basis, within five years of the issue date, an
amount equal to the average annual principal and interest requirements on the 2005 issue outstanding. This
fund is to be used in the event of a deficiency in the Bond and Interest Redemption Fund. At December 31,
2012, the District had reserves of $594,307 invested with the bond custodian. At December 31, 2012, the
requirement for the reserve totaled $594,457.

Depreciation Fund - This fund receives $8,500 monthly after the above transfers have been made until the
total sum of $750,000 has been established and maintained. This fund also receives the proceeds from the
sale of any property and equipment. This fund may be used to purchase new or replacement property and
equipment. Monies from this account are held by the bond custodian. AtDecember 31, 2012, the District was
required to fund the account in the amount of $750,000 and the assets in this account totaled $752,031.

Operating and Maintenance Fund - This fund receives, on a monthly basis, the remaining balance in the
Revenue Fund after the above transfers have been made. This fund is used to pay operating expenditures.
Any surplus left, after operating expenses have been met, may be added to Debt Service Reserve.

Wastewater Revolving Loan Reserve - This loan requires the District to fund a reserve account in the
amount of $310,000. At December 31, 2012, the District had funded this reserve in the amount of $338,723.

2002 Adjustable Revenue Bonds — The District filed Supplement No.1 to Trust Indenture dated April 1,2010.
This supplement allows for a letter of credit to be issued by Cecilian Bank via a wrap around letter of credit
from the Federal Home Loan Bank of Cincinnati as collateral for the original bond issue. As a result, the
District is no longer required to fulfill the debt service reserve and depreciation fund requirements with The
Bank of New York Mellon Trust Company however, the District continues to carry $86,667 in an account for
this bond issue.

The bond ordinance calls for “net annual revenues” to exceed the maximum annual debt requirements of fixed
rate bonds by 1.20 for the Water Fund. For the year ended December 31, 2012, the water fund ratio was 3.17.
12
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 5 - LONG-TERM LIABILITIES

Some of the construction costs of the District’s water and sewer facilities have been financed by issuance of
revenue bonds and revolving notes authorized under Kentucky Revised Statutes.

Bonds payable of the water and Radcliff sewer funds consists of the following at December 31, 2012;

2005 Revenue Bonds, various semi-annual principal and interest
payments at 4.125% through September 1, 2025, secured by the
revenues of the District. $ 5,895,000

2002 Revenue Bonds, various semi-annual principal payments
with monthly interest payments at a variable rate which is to be
the lowest interest rate on the determination date at which the
bonds can be remarketed at par for the interest rate period
through September 1, 2022, secured by a letter of credit issued
from Cecilian Bank. 2,890,000

1997 KIA Wastewater Revolving Loan, various semi-annual
principal and interest payments at a rate of interest of 3.8%
through December 1, 2018, secured by the revenues of the
District. 1,840,721

2012 agreement with Louisville Water, reimbursement of
costs associated with the acquisition of the Fort Knox
water system, 60 monthly payments of $6,830, bearing

no interest, maturing January 2017. 334,765
Total debt 10,960,486
Less: current portion 980,616
Total long-term debt $ 9.979.870

In 1998, the District refunded its 1989 and 1992 issues through the issuance of a 1998 fixed rate refunding
issue. The District defeased these bonds by placing the proceeds of the refunding bonds in an irrevocable
trust to provide for all future debt service on the refunded bonds. The trust account assets and the liability for
the defeased bonds are not included in the District's financial statements.

In 1998 the District issued variable rate bonds to fund the construction of the new service center and the Fort
Knox interconnect project. In 2005 the District issued fixed rate bonds to fund the construction of the New
Salem Church Road project and to refund the 1998 variable rate bonds. The District paid off the 1998 bond
issue two years early, in September 2010, as approved by the Board of Commissioners during its May 18™
2010 meeting, saving the district approximately $51,000 in interest.

During April 2008, the District assumed two debt issues as part of the Radcliff sewer acquisition. The District
assumed a 1997 Wastewater Revolving Loan through the Kentucky Infrastructure Authority and a 2001
refunding revenue bond issue through the Kentucky League of Cities. The district paid off the 2001 issue
during 2010.

13-
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 5 — LONG-TERM LIABILITIES, continued

Bond maturities and sinking fund requirements for the District water fund in each of the next five years are as

follows:

Fiscal Year Principal Interest Total

2013 $ 620,000 $ 370270 $ 990,270

2014 650,000 343,493 993,493

2015 665,000 315,630 980,630

2016 680,000 287,404 967,404

2017 705,000 257,936 962,936

2018-2022 3,825,000 818,990 4,643,990

2023-2025 1.640.000 137,157 1,777,157

£8785000 $2530.880 §11.315.880

Debt maturities and sinking fund requirements for the Radcliff sewer fund in each of the next five years are as

follows:
Fiscal Year Principal Interest Total
2013 $ 278,656 $ 70869 $ 349,525
2014 289,345 59,616 348,961
2015 300,445 47,933 348,378
2016 311,970 35,800 347,770
2017 323,938 23,203 347,141
2018 336,367 10.123 346,490

$ 1840721 § 247544 $ 2.088.265
Total bond and related debt maturities  $ 10.625.721  §2.778.424 $ 13,404,145

Debt maturities for the Fort Knox water fund in each of the next five years are as follows:

Fiscal Year Principal Interest Total

2013 $ 81,960 $ - % 81,960

2014 81,960 - 81,960

2015 81,960 - 81,960

2016 81,960 - 81,960

2018 6.925 - 6,925

Total other debt maturities $ 334765 § - § 334765

Changes in long-term liabilities are as follows:
Balance Balance Due within
Jan 1, 2012 Additions Payments Dec. 31,2012 one year
Long-term debt $11,304,083 $ 409,916 (6 843,513) $10,960,486 $ 980,616
Bond amortization (178,279) - 15,548 (162,731) -
Compensated

absences 47 311 11,052 - 58,363 -
Net long-term liabiiities § 11,263,115 § 420968 ($_827.965) $10.856.118 $ 980616
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 6 — LINE OF CREDIT

The District maintains a $2,500,000 line of credit that is designated for use in various construction projects if
needed. The principal was due September 25, 2012. Accrued interest was payable quarterly at a rate of
3.25%. Changes in the line of credit are as follows:

Balance Balance
Jan 1, 2012 Additions Payments Dec. 31, 2012

832683 & - 8 32683 § -
NOTE 7 - OTHER LIABILITIES

The water fund’s other liabilities in the amount of $113,164 at December 31, 2012 represent customers'’
advances for construction and extension of water mains beyond limits now provided by the District. These
advances will be repaid in accordance with the terms of the agreements. The terms call for a portion of the
revenue from these waterlines to be refunded to customers.

NOTE 8 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. In addition to its general liability insurance,
the district also carries commercial insurance for all other risks of loss such as worker's compensation and
accident coverage. Settled claims resulting from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years.

NOTE 9 — RETIREMENT PLAN

Hardin County Water District No.1 is a participating employer of the County Employees' Retirement System
(CERS). Under the provisions of Kentucky Revised Statute 61.645, the Board of Trustees of Kentucky
Retirement Systems administers the CERS.

The plan issues separate financial statements which may be obtained by request from Kentucky Retirement
Systems, 1260 Louisville Road, Frankfort, Kentucky 40601.

Plan Description — CERS is a cost-sharing multiple-employer defined benefit pension plan that covers
substantially all regular full-time members employed in positions of each participating county, city, and school
board, and any additional eligible local agencies electing to participate in the System. The plan provides for
retirement, disability, and death benefits to plan members. Retirement benefits may be extended to
beneficiaries of plan members under certain circumstances. Cost-of-living (COLA) adjustments are provided
at the discretion of state legislature.

Contributions — For the year ended December 31, 2012, plan members were required to contribute 5.00% of
wages for non-hazardous job classifications and 6.00% for employees hired after September 1, 2008.
Participating employers were required to contribute at an actuarially determined rate. Per Kentucky Revised
Statue Section 61.565(3), normal contribution and past service contribution rates shall be determined by the
Board on the basis of an annual valuation last proceeding the July 1 of a new biennium. The Board may
amend contribution rates as of the first day of July of the second year of a biennium, if it is determined on the
basis of a subsequent actuarial valuation that amended contributions rates are necessary to satisfy
requirements determined in accordance with actuarial basis adopted by the Board. Participating employers
contributed 18.96% of each non-hazardous employee's wages from January 1, 2012 through June 30 and
19.55% from July 1 through December 31, 2012, which is equal to the actuarially determined rate set by the
Board. Administrative costs of Kentucky Retirement System are financed through employer contributions and
investment earnings.

15-
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 9 — RETIREMENT PLAN, continued

The required contribution (employee and employer) and the actual percentage contributed for the District for
the current and previous two years are as follows:

Required Percentage
Year Contribution Contributed
2012 $ 454,042 100%
2011 $ 373,637 100%
2010 $ 330,866 100%

NOTE 10 — CAPITAL ACQUISITION

Effective, February 1, 2012, the District acquired the assets of the Fort Knox water utility from the United
States Army for a net $0. price. The assets associated with the system had an estimated net book value of
$8,902,502 at the date of acquisition. This value has been inciuded as part of contributed capital on the
statement of revenues, expenses and changes in net position. The District also entered into a five-year
agreement with Louisville Water giving them addition water supply if needed.

NOTE 11 - SUBSEQUENT EVENTS
The District has evaluated and considered the need to recognize or disclose subsequent events through
March 12, 2013, which represents the date these financial statements were available to be issued.

Subsequent events past this date, as they pertain to the fiscal year ended December 31, 2012, have not been
evaluated by the District.

-16-
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HARDIN COUNTY WATER DISTRICT No. 1

SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET

COUNTY WATER FUND
for the year ended December 31, 2012

Original Amended
Budget Budget Actual Variance

OPERATING REVENUE

Metered water sales $ 3,088,000 $ 3,088,000 $ 3,073,779 $ (14,221)

Wholesale sales 656,315 656,315 647,969 (8,346)

Sewer billing contract revenue 11,125 11,125 18,335 7,210

Penalties, service fees and reimbursements 302,100 302,100 287,555 (14,545)

Total operating revenue 4,057,540 4,057,540 4,027,638 (29,902)

OPERATING EXPENSES

Treatment 768,956 768,956 777,035 8,079

Transmission and Distribution 679,596 679,596 667,160 (12,436)

Customer service 275,199 275,199 249,581 (25,618)

General & administrative expenses 389,416 389,416 273,951 (115,465)

Purchased water 74,700 74,700 85,289 10,589

General maintenance 82,227 82,227 91,070 8,843

Source of supply 31,000 31,000 34,837 3,837

Total operating expense 2,301,094 2,301,094 2,178,923 {122,171)

Operating income before depreciation 1,756,446 1,756,446 1,848,715 92,269
Depreciation and amortization expense {931,232) (931,232) (1,038,544) (107,312)
OPERATING INCOME 825,214 825,214 810,171 (15,043)
Non-operating income (expenses)

Interest income 26,000 26,000 33,317 7,317

Interest expense (290,500) (290,500) (296,635) (6,135)

Loss on sale of equipment - - 3,503 3,503
INCOME BEFORE

CAPITAL CONTRIBUTIONS 560,714 560,714 550,356 (10,358)

Government contributions 1,132,000 1,132,000 237,953 (894,047)

Tap Fees 75,000 75,000 41,464 (33,536)

Customer Contribution - - 43,429 43,429
CHANGE IN NET POSITION $ 1,767,714 $ 1,767,714 $ 873,202 $ (894,512)

ST
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HARDIN COUNTY WATER DISTRICT No. 1

SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET
FORT KNOX WATER FUND

for the year ended December 31, 2012

OPERATING REVENUE
Metered water sales
Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Transmission and Distribution
General & administrative expenses

Total operating expense
Operating income before depreciation
Depreciation and amortization expense
OPERATING INCOME
Non-operating income (expenses)

Interest income
Loss on disposal of equipment

INCOME BEFORE
CAPITAL CONTRIBUTIONS

Govermment contributions

Tap Fees
Customer Contribution

CHANGE IN NET POSITION

Original Amended
Budget Budget Actual Variance
$ 3,467,821 $ 3,467,821 $ 3,464,636 $ (3,185)
328,980 328,980 374,552 45,572
3,796,801 3,796,801 3,839,188 42,387
486,606 486,606 508,796 22,190
2,165,887 2,165,887 2,003,359 (162,528)
2,652,493 2,652,493 2,512,155 (140,338)
1,144,308 1,144,308 1,327,033 182,725
(50,000) (50,000) (411,089) (361,089)
1,094,308 1,094,308 915,944 (178,364)
2,500 2,500 10,398 7,898
- - (253) (253)
1,096,808 1,096,808 926,089 (170,719)
- - 4,869 4,869
4,629,719 4,629,719 13,575,865 8,946,146
$ 5,726,527 $ 5,726,527 $ 14,506,823 $ 8,780,296
-18-
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HARDIN COUNTY WATER DISTRICT No. 1
SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET
FORT KNOX SEWER FUND
for the year ended December 31, 2012

Original Amended
Budget Budget Actual Variance

OPERATING REVENUE

Sewer service revenue $ 2,898,595 $ 2,898,595 $ 2,883,989 $ (14,606)

Penalties, service fees and reimbursements 133,966 133,966 85,270 (48,696)

Total operating revenue 3,032,561 3,032,561 2,969,259 (63,302)

OPERATING EXPENSES

Professional services 9,916 9,916 26,062 16,146

Contractual obligations 1,785,214 1,785,214 1,743,599 (41,615)

Allocated expense (41,6086) (41,606) (34,788) 6,818

Insurance 20,000 20,000 20,027 27

Customer service 96,899 96,899 85,198 (11,701)

Other 13,900 13,900 8,377 (5,523)

Total operating expense 1,884,323 1,884,323 1,848,475 (35,848)

Operating income before depreciation 1,148,238 1,148,238 1,120,784 (27,454)
Depreciation and amortization expense (632,418) (632,418) (644,937) (12,519)
OPERATING INCOME 515,820 515,820 475,847 (39,973)
Non-operating income (expenses)

Interest income 9,600 9,600 15,042 5,442

Interest expense (1,400) (1,400) (1,127) 273
INCOME BEFORE

CAPITAL CONTRIBUTIONS 524,020 524,020 489,762 (34,258)

Government contributions 3,044,679 3,044,679 1,963,758 (1,080,921)
CHANGE IN NET POSITION $ 3,568,699 $ 3,568,699 $ 2,453,520 $ (1,115,179)
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HARDIN COUNTY WATER DISTRICT No. 1

SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET
RADCLIFF SEWER FUND

for the year ended December 31, 2012

OPERATING REVENUE
Sewer service revenue
Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Professional services
Contractual obligations
Allocated expense
Insurance
Customer service
System maintenance

Total operating expense
Operating income before depreciation
Depreciation and amortization expense
OPERATING INCOME
Non-operating income (expenses)

Interest income

Interest expense
Loss on disposal of equipment

INCOME (LOSS) BEFORE
CAPITAL CONTRIBUTIONS

Government contributions
Tap fees

CHANGE IN NET POSITION

Original Amended
Budget Budget Actual Variance
$ 3,550,249 $ 3,550,249 $ 3,372,686 $ (177,563)
198,300 198,300 182,650 (15,650)
3,748,549 3,748,549 3,555,336 (193,213)
16,527 16,527 11,929 (4,598)
2,223,399 2,223,399 2,102,540 (120,859}
(88,329) (88,329) (88,329) -
27,900 27,900 29,231 1,331
232,113 232,113 526,850 294,737
273,038 273,038 92,784 (180,254)
2,684,648 2,684,648 2,675,005 (9.643)
1,063,901 1,063,901 880,331 (183,570)
(930,806) (930,806) (912,281) 18,525
133,095 133,095 (31,950) (165,045)
25,000 25,000 24,123 (877)
(87,870) (87,870) (81,652) 6,218
- - (99,903) (99,903)
70,225 70,225 (189,382) (259,607)
1,775,000 1,775,000 642,224 (1,132,776)
7,500 7,500 3,000 (4,500)
$ 1,852,725 $ 1,852,725 $ 455,842 $ (1,396,883)
-20-
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HARDIN COUNTY WATER DISTRICT No. 1
SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET
STORMWATER FUND
m for the year ended December 31, 2012

OPERATING REVENUE
Stormwater revenue
Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Professional services
Contractual obligations
Allocated expense
Insurance
Customer service
Other

Total operating expense

Operating income before depreciation

Depreciation and amortization expense

OPERATING INCOME

(\,_ _,.f] Non-operating income (expenses)
Interest income
INCOME BEFORE
CAPITAL CONTRIBUTIONS
Government contributions
CHANGE IN NET POSITION
L". .:
-

Original Amended

Budget Budget Actual Varlance

$ 477,792 $ 477,792 $ 477,792 $ -
56,399 56,399 18,194 (38,205)
534,191 534,191 495,986 (38,205)
2,445 2,445 2,127 (318)
280,984 280,984 278,811 (2,173)

(10,585) (10,585) (10,585) -
1,700 1,700 1,729 29
286 286 254 (32)
33,506 33,506 26,660 (6,846)
308,336 308,336 298,996 (9,340)
225,855 225,855 196,990 (28,865)
(36,646) (36,646) (37,214) (568)
189,209 189,209 159,776 (29,433)
5,300 5,300 4,713 (587)
194,509 194,509 164,489 (30,020)
1,281,789 1,281,789 424,253 (857,536)
$ 1476,208 $ 1476298 § 588742 $ (887,556)




HARDIN COUNTY WATER DISTRICT No. 1
COMBINED WATER STATEMENT OF NET POSITION
December 31, 2012

County Ft. Knox 2012 2011
ASSETS Water Water Total Total
Current assets
Cash and cash equivalents $ 494,542 $ 3,949,510 $ 4,444,052 $ 305,600
Short-term certificates of deposit 767,708 - 767,708 741,397
Customer accounts receivable, net 244,310 492,344 736,654 255,481
Other accounts receivable 53,990 947,662 1,001,652 84,806
Interest receivable 1,874 - 1,874 996
Due from other funds - - - 11,599
Inventory - materials and supplies 296,113 25,641 321,754 283,719
Prepaid expenses 56,672 13,128 69,800 66,664
Total current assets 1,915,209 5,428,285 7,343,494 1,750,262
Other assets
Restricted funds 1,634,127 - 1,634,127 1,586,094
Property, plant and equipment
Land and easements 273,045 - 273,045 273,045
Plant and lines 36,557,889 8,826,362 45,384,251 36,014,189
Vehicles and equipment 4,667,679 1,106,307 5,773,986 4,465,361
Construction in progress 600,945 275,600 876,545 571,712
Total 42,099,558 10,208,269 52,307,827 41,324,307
Less: accumulated depreciation (13,017,583) (411,089) (13,428,672) (12,036,140)
Total property, plant, and equipment 29,081,975 9,797,180 38,879,155 29,288,167
TOTAL ASSETS $ 32,631,311 $ 15,225,465 $ 47,856,776 $ 32,624,523
( ) LIABILITIES AND NET ASSETS
- Current liabilities
Accounts payable $ 154090 $ 317835 $ 471925 § 237.688
Due to other funds 28,899 40,212 69,111 297,093
Customers' deposits 168,032 - 168,032 162,667
Accrued expenses 83,461 15,438 98,899 75,120
Reserve for unclaimed funds - escheatment 5,231 - 5,231 5,262
Deferred rent revenue 4,533 - 4,533 643
Line of credit - - - 32,683
Liabilities payabie from restricted assets:
Current portion of long-term debt 620,000 81,960 701,960 500,000
Accrued interest on long-term debt 60,792 - 60,792 63,267
Total current liabilities 1,125,038 455,445 1,580,483 1,374,423
Long-term liabilities
Bonds payable 8,165,000 - 8,165,000 8,785,000
Other long-term debt - 252,805 252,805 -
Less: unamortized discount and expenses (162,731) - (162,731) (178,279)
Compensated absences 47,971 10,392 58,363 47.311
Total long-term liabilities 8,050,240 263,197 8,313,437 8,654,032
Other liabilities
Customer advances for construction 113,164 - 113,164 126,401
Total liabilities 9,288,442 718,642 10,007,084 10,154,856
Net position
Invested in capital assets, net of related debt 20,398,914 9,462,415 29,861,329 20,085,496
Restricted 1,634,127 - 1,634,127 1,586,094
Unrestricted 1,309,828 5,044,408 6,354,236 798,077
u Total net position 23,342,869 14,506,823 37,849,692 22,469,667
TOTAL LIABILITIES AND NET POSITION §$ 32,631,311 $ 15225465  § 47,856,776  $ 32,624,523
-22-
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED WATER STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

for the year ended December 31, 2012

OPERATING REVENUE
Metered water sales
Wholesale sales
Sewer billing contract revenue
Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Treatment
Distribution
Customer service
General & administrative expenses
Purchased water
General maintenance
Source of supply

Total operating expense
Operating income before depreciation
Depreciation and amortization expense
OPERATING INCOME
Non-operating income (expenses)
Interest income

Interest expense
Gain (loss) on sale of equipment

INCOME BEFORE
CAPITAL CONTRIBUTIONS

Capital Contributions
Grants

Tap fees
Customer contributions

CHANGE IN NET POSITION
Net position, beginning of year

NET POSITION, END OF YEAR

County Fort Knox 2012 2011
Water Water Total Total
$ 3,073,779 $ 3,464,636 $ 6,538,415 $ 3,049,775
647,969 - 647,969 635,903
18,335 - 18,335 8,612
287,555 374,552 662,107 291,411
4,027,638 3,839,188 7,866,826 3,985,701
777,035 - 777,035 841,684
667,160 508,796 1,175,956 648,360
249,581 - 249,581 280,777
273,951 2,003,359 2,277,310 529,157
85,289 - 85,289 75,939
91,070 - 91,070 77,861
34,837 - 34,837 36,872
2,178,923 2,512,155 4,691,078 2,490,650
1,848,715 1,327,033 3,175,748 1,495,051
(1,038,544) (411,089) (1,449,633) (996,715)
810,171 915,944 1,726,115 498,336
33,317 10,398 43,715 40,909
(296,635) - (296,635) (305,120)
3,503 (253) 3,250 (17,260)
550,356 926,089 1,476,445 216,865
237,953 - 237,953 144,170
41,464 4,869 46,333 64,182
43,429 13,575,865 13,619,294 330,375
873,202 14,506,823 15,380,025 755,592
22,469,667 - 22,469,667 21,714,075
$ 23,342,869 $ 14,506,823  $ 37,849,692 $ 22 469,667
-23-
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CASH FLOWS FROM OPERATING ACTIVITIES
Recelpts from customers

Payments to suppliers

Payments for employee services and benefits

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATEEL
FINANCING ACTIVITIES
Principal paid on long-term debt

Borrowings

Principal paid on line of credit
Interest paid on long-term debt
Contributions In aid of construction

Grants

Proceeds from sale of equipment
Acquisition and construction of capital assets

Cash (paid) recelved under advance
construction contract

Net cash (used in) capital
and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES

Interest income

Redemption of investments
Purchase of investiments

Net cash provided by
investing activities

NET INCREASE IN CASH
Cash and cash equivalents, beginning of year
CASH AND CASH EQUIVALENTS, END OF YEAF

Reconciliation of operating income to net cash
provided by operating activities:
Operating income
Adjustments to reconcile operating income to
net cash provided by operating activities:
Depreciation and amortization expense
Change in assets and liabilities:
Accounts receivable
Prepaid expenses
Due from other funds

Inventory

Accounts payable
Accrued expenses
Due to other funds
Other payables

Net cash provided by operating activities

Schedule of non-cash capital and financing activities:
Contributed water mains from developers

Construction in process included in accounts payable

HARDIN COUNTY WATER DISTRICT No. 1
COMBINED WATER STATEMENT OF CASH FLOWS

for the year ended December 31, 2012

County Ft. Knox 2012 2011
Water Water Total Total
$ 3,813,030 $ 2,399,182 $ 6,212,212 $ 4,407,953
(966,735) (1,723,732) (2,690,467) (1,246,290)
(1,284,513) {443,315) (1,727,828) (1.492,648)
1,561,782 232,135 1,793,917 1,669,015
(500,000) (75,151) (575,151) (460,000)
- 75,151 75,151 32,683
(32,683) - (32,683) -
(299,110) - (298,110) (307,183)
41,464 4,678,232 4,719,696 208,352
281,382 - 281,382 -
7,412 - 7,412 15,547
(816,277) (971,255) (1,787,532) (993,298)
(13,237) - (13,237) (3.826)
(1,331,049) 3,706,977 2,375,928 (1,507,725)
32,439 10,398 42,837 40,847
508,442 - 508,442 2,493,077
(582,672) - (582,672) (2,581,452)
(41,791) 10,398 (31,393) (47,528)
188,942 3,949,510 4,138,452 113,762
305,600 - 305,600 191,838
$ 494,542 $ 3,949,510 $ 4,444,052 $ 305,600
$ 810,171 $ 915944 $ 1,726,115 $ 498,336
1,038,544 411,089 1,449,633 996,715
41,987 (1,440,006) (1,398,019) 144,971
9,992 (13,128) (3.136) 6,168
40,498 - 40,498 40,750
(12,394) (25,641) (38,035) 156,904
(83,598) 317,835 234,237 (413,089)
8,341 25,830 34,171 5,178
(297,093) 40,212 (256,881) 236,531
5334 - 5,334 (3,449)
$ 1,561 ,782_ $ 232,135 $ 1,793,917 $ 1,669,015
$ 43,429 $ 8,902,502 $ 8,945,931 $ 330,375
$ - $ 334,765 $ 334,765 $ 27,394
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED SEWER STATEMENT OF NET POSITION

December 31, 2012
Ft. Knox Radcliff 2012 2011
ASSETS Sewer Sewer Total Total
Current assets
Cash and cash equivalents $ 1,658,213 $ 2,954,024 $§ 4,612,237 $ 4,413,855
Customer accounts receivable, net 236,529 204,315 440,844 458,690
Grant receivable 625,526 86,061 711,587 76,822
Interest receivable - - - 523
Due from other funds - 80,225 80,225 287,516
Inventory 12,373 - 12,373 12,373
Prepaid expenses 7,675 45,508 53,183 49,985
Total current assets 2,540,316 3,370,133 5,910,449 5,299,764
Other assets
Restricted assets - reserve funds - 338,723 338,723 335,230
Radcliff acquisition costs, net - 202,103 202,103 211,203
Total other assets - 540,826 540,826 546,433
Property, plant and equipment
Land and easements - 9,544 9,544 9,544
Plant and lines 78,529,716 33,293,603 111,823,319 110,680,787
Vehicles and equipment 1,161,926 1,138,591 2,300,517 2,051,075
Construction in progress 2,955,975 1,847,721 4,803,696 2,334,274
Total 82,647,617 36,289,459 118,937,076 115,075,680
Less accumulated depreciation _(62,487,200) _(14,736,228) (77,223,428) (75,773,746)
Total property, plant, and equipment 20,160,417 21,553,231 41,713,648 39,301,934
(""“-\ TOTAL ASSETS $ 22,700,733  § 25,464,190 § 48,164,923 $ 45,148,131
. 4
o LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable $ 464,696 $ 358757 § 823453 $ 431,544
Due to other funds 10,333 - 10,333 11,087
Customers' deposits - 129,454 129,454 124,214
Accrued expenses 5,687 21,246 26,933 46,608
Liabilities payable from restricted assets:
Current portion of long-term debt - 278,656 278,656 268,362
Accrued interest on long-term debt - 6,102 6,102 7,030
Total current liabilities 480,716 794,215 1,274,931 888,845
Long-term liabilities
Bonds payable - 1,562,065 1,562,065 1,840,721
Total liabilities 480,716 2,356,280 2,836,996 2,729,566
Net position
Invested in capital assets, net of related debt 20,160,417 19,706,408 39,866,825 37,185,821
Restricted - 338,723 338,723 335,230
Unrestricted 2,059,600 3,062,779 5,122,379 4,897,514
Total net position 22,220,017 23,107,910 45,327,927 42,418,565
TOTAL LIABILITIES AND NET POSITION $ 22,700,733 $ 25,464,190 $ 48,164,923 $ 45,148,131
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED SEWER STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

for the year ended December 31,2012

OPERATING REVENUE
Sewer service revenue
Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Customer service
Sewer operations

Total operating expense

Operating income before depreciation

Depreciation and amortization expense

OPERATING INCOME

Non-operating income (expenses)
Interest income
Interest expense
Bad debts recovered
Gain (loss) on sale of equipment

INCOME (LOSS) BEFORE
CAPITAL CONTRIBUTIONS

Grants

Tap fees
Customer contributions

CHANGE IN NET POSITION
Net position, beginning of year

NET POSITION, END OF YEAR

Ft. Knox Radcliff 2012 2011
Sewer Sewer Total Total
$ 2,883,989 $ 3,372,686 $ 6,256,675 $ 6,143,337
85,270 182,650 267,920 202,689
2,969,259 3,555,336 6,524,595 6,346,026
85,198 526,850 612,048 476,050
1,763,277 2,148,155 3.911.432 4,011,541
1,848,475 2,675,005 4,523,480 4,487,591
1,120,784 880,331 2,001,115 1,858,435
(644,937) (912,281) (1,557,218) (1,436,108)
475,847 (31,950) 443,897 422,327
15,042 24,123 39,165 50,836
(1,127) (81,652) (82,779) (93,453)
- - - 9,449
- (99,903) {99,903) (48,903)
489,762 (189,382) 300,380 340,256
- 642,224 642,224 1,383,176
- 3,000 3,000 8,700
1,963,758 - 1,963,758 891,785
2,453,520 455,842 2,909,362 2,623,917
19,766,497 22,652,068 42,418,565 39,794,648
$ 22,220,017 $ 23,107,910 $ 45,327,927 $ 42,418,565
-26-
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HARDIN COUNTY WATER DISTRICT No. 1

COMBINED SEWER STATEMENT OF CASH FLOWS

for the year ended December 31, 2012

O

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Principal paid on long-term debt
Interest paid on long-term debt
Contributions in aid of construction
Proceeds from sale of equipment
Acquisition and construction of capital assets

Net cash (used in) capital
and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest income
Redemption of investments
Purchase of investments

Net cash provided by
investing activities

P i

; {__-) NET INCREASE IN CASH
Cash and cash equivalents, beginning of year

CASH AND CASH EQUIVALENTS, END OF YEAR

Reconciliation of operating income to net cash
provided by operating activities:
Operating income
Adjustments to reconcile operating income to

net cash provided by operating activities:

Depreciation and amortization expense
Change in assets and liabilities:

Accounts receivable

Prepaid expenses

Inventory

Due from other funds

Accounts payable

Accrued expenses

Due to other funds

Other payables

Net cash provided by operating activities

Schedule of non-cash capital and financing activities:

Gonstruction in process included in accounts payable

@

Ft. Knox Radcliff 2012 2011
Sewer Sewer Total Total
$ 2,388,338 $ 3,725,875 $ 6,114,213 $ 6,348,902
_ (1,554,200) (2,595,932) (4,150,132) (4,945,108)
834,138 1,129,943 1,964,081 1,403,794
- (268,362) (268,362) (258,447)
(1,127) (82,580) (83,707) (94,315)
1,963,758 645,224 2,608,982 1,828,186
- 4,640 4,640 3,000
(2,728,517) (1,334,930) (4,063,447) (2,812,497)
(765,886) (1,036,008) (1,801,894) (1,334,073)
15,043 24,645 39,688 53,647
- 335,230 335,230 770,165
- (338,723) (338,723) (335,230)
15,043 21,152 36,195 488,582
83,295 115,087 198,382 558,303
1,574,918 2,838,937 4,413,855 3,855,552
$ 1,658,213 $ 2,954,024 $ 4,612,237 $ 4,413,855
$ 475,847 $ (31,950) § 443,897 $ 422,327
644,937 912,281 1,557,218 1,436,108
(606,325) (10,594) (616,919) 266,978
- 189,903 189,903 (13,738)
- - - (12,373)
(504) (2,694) (3,198) (226,954)
299,102 92,807 391,909 (384,152)
25,404 (928) 24,476 (45,005)
(4,323) (15,352) (19,675) (37,148)
- (3,530) (3,530) (2,249)
3 834,138 $ 1,129,943 $ 1,964,081 $ 1,403,794
$ 1,873 $ - $ 1,873 3 69,167
Pl A
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Certified Public Accountants and Consultants

HARDIN COUNTY WATER DISTRICT No. 1

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

Independent Auditors’ Report

Board of Commissioners
Hardin County Water District No.1
Radcliff, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the business-type
activities of Hardin County Water District No. 1, as of and for the year ended June 30, 2012, and the
related notes to the financial statements, which collectively comprise Hardin County Water District No. 1’s
financial statements, and have issued our report thereon dated March, 12, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Hardin County Water
District No. 1's internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Hardin County Water
District No.1's internal control. Accordingly, we do not express an opinion on the effectiveness of Hardin
County Water District No. 1’s internal control.

A deficiency in internal control 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 and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

230 Lexington Green Circle, Suite 600 » Lexington, Kentucky 40503-3326
Phone: 859-231-1800 » Fax: 859-422-1800 » Toll-Free: 1-800-342-7299
www.rfhco.com

Members American Institute of Certified Public Accountants and Kentucky Society of Certified Public Accountants
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HARDIN COUNTY WATER DISTRICT No. 1

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, continued

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Hardin County Water District No. 1's financial
statements are free from 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 no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Ray, Foley, Hensley, & Company, PLLC
March 12, 2013

-29-
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Hardin County Water District
No. 1

Wastewater Rate and Cost of Service Study
Radcliff Utility

June 6, 2013
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L Introduction and Study Data

A Introduction

The Hardin County Water District No. 1 (“HCWD1”) has been in operation since 1952. HCWDI
currently operates five separate utility systems including a water utility (urban and rural); Fort Knox
water, sanitary sewer and storm systems; and the Radcliff sanitary sewer utility (“Radcliff Udlity”).
HCWDI maintains an agreement with Veolia Water, North America, South, LLC (“Veolia”) for
contract operations of the Fort Knox water, sanitary, and storms systems and the Radcliff Udlity.
HCWD1 acquired the Radcliff Udlity from the City of Radcliff, Kentucky (“City”) in January of
2008. Under the terms of the agreement, HCWD1 assumed the City’s outstanding debt on the
facilities (PSC Case No. 2008-00074). Official operation of the udlity by HCWD1/Veolia occurred

on April 20, 2008.

The Radcliff Utility consists of approximately 9,000 sewer connections with average daily flows of
approximately 2.3 million gallons per day (“MGD”). The customer base is predominantly
residential, with a select number of commercial and institutional accounts. Wastewater is collected
through an infrastructure 2,912 manholes, 62 lift stations, and 104 miles of sewer mains (excluding
force mains), and it is delivered for treatment and disposal of solids at a 4.0 MGD facility.

HCDW!1 engaged Raftelis Financial Consultants, Inc. (“RFC”) to conduct a rate and cost of service
study (“Study”) for the Radcliff Udlity. The Study has been designed to be in accordance with
Kentucky Public Service Commission requirements and covers retail rates. Although HCWD1 does
not currently provide wholesale services from its Radcliff Utility, the Study includes a recommended

rate methodology for providing wastewater conveyance and treatment services on a wholesale basis.

B. Study Data

HCWDI has maintained financial data for the Radcliff Utility since it commenced operation in April
of 2008. HCDW1 reports financial information on a calendar year basis and prepared its first
annual report for the Radcliff Udlity for the full year 2009. The 2012 financial report has been
submitted to the PSC and has been audited by Ray, Foley, Hensley, and Company of Lexington,
Kentucky. A copy of the 2012 audit is attached to this document in Appendix A. HCWDI also
submits a Detailed Comparative Statement of Revenues, Expenses, and Changes in Net Assets
(“Comparative Statement”) for the Radclitt Utility to the PSC. A copy of the Comparative
Statement is attached to this document in Appendix B. The Comparative Statement ties to the audit
report in total; however, it captures several General Ledger (Appendix C) cost categories differently,
particularly allocated depreciation and amortization expense. Due to the additional level of detail

provided in the Comparative Statement, the cost of service study will utilize this data for its test year,
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with known and measurable changes to the test year revenue requirements to support the need for a

rate increase.

Operating and Mainfenance Expenses (201.2)

HCWD1 reports operating and maintenance (“O&M?”) expenses for the Radcliff Utility in various
cost categories. The majority of its O&M expenses are categorized under contractual services, as

Veolia provides contract operations covering the wastewater treatment plant and collection system

for the Radcliff Utlity.

Figure 1 summarizes the major categories of operating costs for the Radcliff Utlity based on the

2012 audited data.

Figure 1- O&M Expenses (Test Year)

2012

Operating Expenses

Collection System Labor $ 91,059

Customer Service Labor 151,356

Administrative Labor 102,927

Management Fee - Veolia 2,102,540

All Other Expenses 153,150
Total Operating Expenses § 2,601,032

FICWD!’s agreement with Veolia includes four components: (1) electric, (2) odor control, (3)
operation and management, and (4) repair and maintenance. The Veolia agreement identifies
contract limits in the test year for each of these components. Exceeding the contract limit is
allowable with formal approval by HCWD1.

The comparison of actual versus contract limit costs in 2012 is provided in Figure 2.
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Figure 2 — Veolia Contract Operating Costs (Test Year)

2012
Actual I Contract Limit I Delta
Veolia Contract Opeations
Electric $§ 256,867 § 190,764 § 66,103
Odor Control 1,140 15,000 (13,860)
Operation and Management 1,561,252 1,617,635 (56,383)
Repairs & Maintenance 283,280 193,200 90,080

Total Veolia Contract Operating Expense  § 2,102,540 $ 2,016,599 § 85,941

As noted in Figure 2, electric costs for the Radcliff Utility exceeded the contract limit by $66,103 in
2012. The initial contract limit was based on historical data for the system provided by the City and
engineering and operational estimates by Veolia. However, actual electric costs have been higher
than anticipated due to, in large part, substandally higher levels of wet weather and other
unanticipated costs related to pumping requirements in the collection system. Repair and
maintenance expenses also exceeded the contract limit by $90,080. Again, this was a result of higher
than anticipated needs in the system forecasted in the initial contract with Veolia. Operation and
management and odor control costs were $56,383 and $13,860 lower than the contract limits costs
in 2012, respectively.

The contract operating agreement between HICWD1 and Veolia has a term of 17 years and 4
months, with renewals for successive terms of five years each, unless cancelled in writing by either
party no less than 120 days pror to expiration. The annual cost to HCWDI is based on an
Agreement Year, which outlines the contract limits for the cost categories identified above. The
contract limits are renegotiated annually, or a fee adjustment formula can be used to determine the
contract limits for the upcoming Agreement Year, if necessary. A copy of the contract operating
agreement between HCWD1 and Veolia for the Radcliff Utility is provided with this rate filing.

Depredation [ Amortization (2012)

HCWDI accounts for depreciation to spread the cost of its capital assets over their useful lives. The
annual value lost in the asset base should be recognized as a revenue requirement of the system, to
ensure appropriate levels of annual reinvestment (renewals and replacements) in these assets over
time. Depreciation for the Radcliff Utility is based on accounting records provided by the City and
additional investment in the system subsequent to the acquisition by HCWD1. The depreciation
expense found in the 2012 audit includes all assets for the Radcliff Utility; allocated depreciation for
certain shared assets that benefit the Radcliff Udlity; and the amortization of acquisition costs.
Appendix D provides detailed schedules including the depreciation of each Radcliff Utility asset, as
well as allocated depreciation for certain shared facilities amongst HCWD s various utilities.

Figure 3 represents a summary of depreciation/amortization ftor the Radclitt System in 2012.
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Figure 3 — Depreciation/Amortization (Test Year)

2012
Depreciation $ 903,181
Allocated Depreciation 68,840

Amortization of Acquisition Expense 9,100

Total Depreciation/ Amortization $ 981,121

Debt Serpree (2012)

HCWDT1 has only one outstanding long-term debt associated with the Radcliff Udlity. The debt
obligation is a Kentucky Infrastructure Authority (KIA) loan with a remaining balance of
approximately $1.8 million. Principal, interest, and service fee payments were $350,067 in 2012.
Total interest expense was $86,791 in 2012. This includes KIA loan interest, allocated interest on a
2002 bond issued for the HCWD1 Service Center, and bond remarketing fees.

User Charse Revenne (2012)

Radcliff Utility sewer customers are assessed a minimum charge for services that includes the first
2,000 gallons of demand based on metered water consumption. Monthly flows above 2,000 gallons
but below 15,000 gallons are assessed a rate of $§5.58 per 1,000 gallons (kgal) of consumption. Flows
above 15,000 gallons per month are assessed a rate of $4.47 per kgal. The Radcliff Utlity does not
assess different rates by customer class. Total user charge revenue in 2012 was $3,371,082.

Other Revenue and Lncome/ Expenses (2012)

Other revenue and income/expenses includes penaltes, service fees and miscellaneous; bad debts
recovered; interest income; interest expense; gain on sale from assets; and tap fees. Net revenue
from these sources total $24,685 in 2012. This net revenue is recognized as an offset in the cost of
service analysis, including tap fees, which are accounted for as contributed capital, as they represent
cash contributions to the Radcliff Utility fund. It should be noted that these fees are independent ot
the user charge rates. Any recommended rate adjustments do not apply.

Plant Flows and Billable Demand (2012)

Monthly billings and plant flows were provided from 2009 through 2012. The difference between
treated flows and billable flows were used to estimate system intlow and infittration (“I&[”). Intlow
is described as extra water, typically stormwater, tlowing into the wastewater collection system from
above ground sources such as leaky manhole covers or private property drainage spouts connected
illegally to the sanitary sewer system. [nfiltration is described as extra water that enters the collection
system through the soil. This tlow usually enters through separated joints and pipe cracks, which
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often occur at or near the customen. noint of connection. Based on average tlow data for the past 4

years, total system [&I was approximately +-.an.,

Figure 5 presents billable flows, I&I, and treated flows for the Radcliff Udlity in 2012.

Figure 5 — Plant Flows, Inflow and Infiltration, and Treated Flows

2012
Flows (kgal) I % Total

Flow Data

Billed Flows (1) 489,915 57.9%
Inflow and Infiltration 355,511 42.1%
Treated Flows 845,426 100.0%

(1) Unadjusted billable flows. Billable flows were adjusted in the cost of service

and rate model for consitency with actual revenues.
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Il Adjustments to the Test Year

A Introduction

This section documents all adjustments to the test year for the purpose of this rate filing. The PSC
will allow such adjustments if they are known and measurable or it can be documented why a
specific cost will be higher or lower than the test year. The following describes all of the proposed
adjustments to the test year and the basis for the recommended change. Additional detail supporting
the proposed adjustments can be found in the schedules from the rate and cost of service model
(Appendix E).

B.  Kuown and Measurable Changes

Deduction of Insurance Services — Property and general liability insurance will be reduced by $3,617.
This is based on an estimated 12.3% decrease effective July 1, 2013.

Increase in Wages and Benefits for Collection System Employees — The 2013 Budget for the

Radclift Utility as approved at the 12/6/12 Board Meeting includes a 3.0% increase in salaries for
employees. Required contributions to the County Employee Retirement System (CERS) increased
from 18.96% to 19.55% effective July 1, 2013. Although the social security (OASDI) employee
contribution percentage stays the same, the increase in salaries and wages translates into a
proportional increase in OASDI. In aggregate, the total increase in wages and benefits for Radcliff
Utlity collection system employees is $3,145.

Increase in Wages and Benefits for Customer Service Employees — Comparable adjustments are

included for customer service employees. In aggregate, the total increase in wages and benefits for
Radchff Utility customer service employees is $4,014.

Increase in Wages and Benefits for Administrative Employees — Comparable adjustments are

included for administrative employees. An additional adjustment was made to reflect the General
Manager’s new 5-year contract. In aggregate, the total increase in wages and benefits for Radcliff
Utility administrative employees is $12,227. This includes $52 in additional cost for the Board of
Commissioners.

Increase of Contract Operating Cost — HCWD1 and Veolia renegotated the contract operating
agreement for the Radcliff Utility. The adjusted contract limits increase the total annual cost by
$79,391for the new Agreement year.

Reduction in Costs from Allocated General and Administrative Savings — The Radclift Utility has
been allocated a portion of savings in general and administrative costs as a result of HCWD s
recent agreement to provide contract operations to the Fort Knox water system. Radcliff’s
allocation (17.86%0) is based on its portion of FICWDI administrative costs before savings.
Savings reported on the 2012 Comparative Statement were $88,329. HCWDI has included a
reducton in savings of $33,663 in its 2013 budget.
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Increase in Costs for One-Time Gain on Sale — The 2012 Comparative Statement includes a one-
time loss of sale of $99,903. HCWD1 does not anticipate another loss on sale of assets in 2013.

Deduction of Interest Expense — HCWD1 will use a three-year average for its debt service
calculation. As such, interest expense of $86,791 will be reduced from the test year. This includes
interest on an outstanding KIA loan; allocated interest on an outstanding variable rate bond issued
for the HCWD1 Service Center; and bond remarketing fees.

Addidon of Three-Year Average Debt Service — HCWD1 will submit a three-year average debt
service payment for the years 2013 — 2015. This results in a payment of $348,955. There is no
additional adjustment for debt service coverage (DSC). The DSC requirement on the outstanding
KIA loan is 1.0 times total debt.

Addition of Amortized Rate Case Consultadon — HWCDI estmates it will incur $100,000
associated with consultants and attorneys for the rate filing. This represents all cost incurred
associated with this filing since 2008, which has included four revisions to the test year and known
and measurable changes, as well as numerous iterations of rate and financial planning scenarios.
This expense will be amortized over 5 years.

Deduction in Depreciadon — Annual depreciation is reduced by $8,185 to reflect the full
depreciation of certain assets in 2013.

Addition of Depreciation — HCWDI anticipates accounting for an additional $5,075,948 in capital
investment. This represents capital projects already commenced with expected completion in either
2013 or 2014. The additional depreciation associated with these assets is $132,718.

Section 2-2

-84-



O

O

IIl. Cost Allocations

A. Backgronnd

Once revenue requirements are identified, these costs are allocated proportionately to customers
based on how they use the system. The cost allocation approach utilized in this study is consistent
with current industry pricing standards as prescribed by the Water Environment Federation in its
Manual of Practice #27 — Financing and Charges for Wastewater Systems.

The appropriate level of detail required for a cost of service analysis for a wastewater utility is
contingent on utility pricing objectives, system characteristics, and the accuracy and availability of
data necessary to support the analysis. Based on detailed discussions with HCWD1 staff, it was
determined that revenue requirements should be allocated into functional components consistent
with the most significant cost causative characteristics of the customer base. These cost components
included: (1) Volume; (2) 1&I; (3) Billing and Collections; and (4) Meter Reading. Because of the
homogenous nature of the customer base, which is predominantly residential, it was not necessary to
assign revenue requirements to wastewater treatment process cost centers, such as collection,
pumping, primary treatment, secondary treatment, residuals handling, etc., and then to additional
treatment parameters, such as biochemical oxygen demand and total suspended solids, to support
assigning costs to customer classes based on wastewater strength. Rather, a more appropriate way
for HCWD1 to address its specific issue related to higher wastewater strength concentrations, which
occur from restaurants predominantly, is through an annual special discharge permit inspection fee,
which may be considered by HCWD1 in the future. This fee would ensure that these types of
customers install and maintain the proper mechanisms to prevent oil and grease from entering the
collection system.

B.  Functional Cost Components

A description of the functional components used in the cost of service allocations is provided
below.

Billing and Collections — Costs associated with generating a bill and receiving payment for services.
This includes customer service labor, billing and collections, and other customer related costs.

Meter Reading — Costs associated with labor, equipment, vehicles, supplies, and other expenses
associated with the annual cost of reading a customer’s meter.

L o/ume — the level of wastewater tlow by customers for the Radcliff Utlity is measured by water
meters serving the property. All other system costs are assigned initially to this category for the
purpose ot assessment based on the amount of wastewater delivered to the system for treatment and
disposal. These costs are then allocated between billed volume and 1&I (see below).

Inflow & Infiltration — As discussedt in Section [, 1&l is extra water entering the collection system from

above ground sources, such as manhole covers, illegal downspouts, and foundation drain
connections, and through groundwater seeping into buried pipes through cracks or loose joints.
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Costs assigned to the volume component are allocated further between billed volume and I&I based
on a comparison of billed flows to treated flows or some percentage of this number. Based on a
four-year average of the 845,425 kgal of wastewater treated, approximately 58.0% was based on
measured water consumption and approximately 42.0% was a result of I&I. Based on RFC’s
experience and general industry benchmarks, this level of I&I is relatively high compared to more
typical ranges between 25%-35%.

It is more challenging to identify a basis of allocating the cost of I&I because the demands placed on
the system are not a consequence of a directly measurable service. Although a variety of factors
could impact the level of system I&I, such as soil type, age of pipe, and integrity of the system
connection, the Environmental Protection Agency (“EPA”) through use of the 1972 Water
Pollution Control Act issued guidelines regarding I&I and the establishment of wastewater rates. In
general, the guidelines state that I&I can be recovered from customers in proportion to contributed
wastewater volumes, number of connections, land area, property valuations, or in some combination
of these factors. The most common approaches used are through a combination of contributed
wastewater volumes and number of connections. Contributed flow correlates I&I to water tlow
volume and pipe size and can recognize a greater level of inflow from larger parcels through
manhole covers, for example. Customer connections are also an accepted approach for assessing the
responsibility of I&I, as engineering studies have shown there is more significant potential for
infiltration from residential customers through illegal drains, cracked pipes, and unsealed joints
occurring as a result of a simplistic, un-engineered connection that is not inspected. Larger
commercial, industrial, and institutional customer connections are typically engineered and

inspected.

For the purpose of this cost of service analysis, it was determined that it was most appropriate to use
a combination of contributed wastewater volume (based on water flows) and customer connections
to allocate responsibility for I&I. However, in order to mitigate the impact on lower-volume
customers, and since HCWD/1 is planning to make significant investments in the system to reduce
wet weather flows, RFC recommends that HCWD1 initially assign only 37.5% of the volume costs
to [&I, which is slightly higher than typical ranges based on our experience. This strategy also
provides HCWD1 flexibility to reassess the Radcliff Udility’s level of I&I as it makes improvements
to the collection system and, if necessary, to revisit the portion of I&l it recovers on a per account

basis.

The allocation of costs to the four components is provided in Figure 6. Detail supporting these
allocations is provided in Appendix E.
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Figure 6 — Allocation of Costs to Functional Components

Customer Service

ComOSenice] otume | itmmion | ol | M4t
Operating Expenses S 2,601,032 §  [,475821 § 885,493 § 140,060 S 99,658
Amortization/ Deprecianon Expense Y81,121 613,201 367,921
Test Year Cost of Service 3,582,153 2,089,022 1,253,413 140,060 99,658
Less: Non-Operating [ncome/Expenses 21,685 13,553 8,132
Less: Capital Conteibutons 3,000 1,875 1,125
Test Year Net Cost of Service S 3,557,468 S 2073594 $§ 1,244,156 3§ 40060 § 99,658
Adjustments to the Test Year $ 435,619 S 268,141 S 160,884 3 +014 S 2,579
Adjusted Test Year COS Revenue Requirements $ 3,993,086 $ 2,341,735 $ 1,405,041 3 144,074 $ 102,237

C. Cost Categories

The functional cost components identified above are allocated further into a volume or account cost
category. Costs allocated to the volume component should be distributed to customers based on
metered water consumption. Costs assigned to the account component should be distributed to

customers based on the annual number of bills.

Billed Uolume — These costs are assigned entirely to the volume cost category.

Inflow & Infiltration — These costs are distributed evenly (50/50) between the volume and account

cost categories.
Billing and Collections — These costs are assigned entirely to the account cost category
Meter Reading — These costs are assigned entirely to the account cost category.

The distribution of functional costs components to categories is provided in Figure 7.
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m Figure 7 — Allocation of Costs to Categories

Allocation Percentages Allocation Dollars
Adjusted Test Year
COS Revenue Volume Account Volume \ccount
Requirments

Functional Cost Components

Billed Volume ) 2,341,735 100% 0% S 2,341,735 §

Inflow & Infiltration 1,405,041 50°% 50%0 702,520 702,520
Billing & Collecdons 144,074 0% 100% - 144,074
Meter Reading 102,237 0% 100%0 - 102,237
Total $ 3,993,086 $ 3,044,255 $ 948,831

@,
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V. Recommended Rates

4. Background

As noted previously, the Radcliff Utility currently assesses all customers a minimum charge of
$17.11 on a monthly basis that includes 2,000 gallons of flow. Monthly flows above 2,000 gallons
but below 15,000 gallons are assessed a volumetric rate of $5.58 per kgal. Flows above 15,000
gallons are assessed a volumetric rate of $+.47 per kgal.

In Section ITI, adjusted test year revenue requirements were allocated to functional cost centers and
categories for the purpose of rate structure design. This section will identify the revenue sufficiency
of the Radcliff Utility’s existing rates, as well as options for consideration related to alternative rate
design that targets a more equitable distribution of costs to customers.

B. Revenue Sufficienty of Existing Rates

The adjusted test year revenue requirements identfy a total cost of service for the system of
$3,993,086. Revenue from sewer sales in the test year was $3,371,082, which results in a deficiency
of $622,004. The revenue sufficiency analysis does not include any additional revenues from new
customers. The Radcliff Utility had an average of 8,977 accounts in 2012 (test year). From 2010
through 2012, the Radcliff Utdlity had an average of 9,004 accounts or 27 accounts higher than the
test year. In terms of billable wastewater flows, RFC reviewed historical water billing data from the
same period of time. HCWD1 uses billed water flows as a surrogate to assess wastewater volumetric
charges. Average billable wastewater flows were 485,565 kgal during this period of time. As noted in
Figure 5, billable wastewater flows were 489,915 kgal or 0.8% higher than the 3-year average. Figure
8 summarizes wastewater accounts and billed flows from 2010 through 2012.

Figure 8 — Historical Wastewater Accounts and Billed Flows

Accounts Billed Flows
Year Average  |% Change Annual % Change
2010 9,061 493,353
2011 8,074 1.0%| 473,427 ~£.0%
2012 8,977 0.0%} 489915 3.5%
3-Year Avg. 9,00+ 485,565

From a financial planning perspective, and based on historical data, it does not appear necessary to
recognize incremental revenue from anticipated new customers or billed flows to assess revenue
sufficiency. Additionally, as of the date of this report, HICWDI is not aware ot any larger multi-
family residential or non-residential customers requesting service in the near future. s a result, the
additional revenue needs of $622.004 result in a rate increase of 18.45" 0.
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Figure 9 summarizes the revenue sufficiency of the existing rates. Additional detail can be found in

Appendix E of this rate filing.

Figure 9 — Revenue Sufficiency of Existing Rates

Adjusted Test Year Revenue Requirements $3,993,086
Revenue From Sewer Sales (Test Year) 3,371,082
Additional Revenue Needs $ 622,004

Percent Rate Increase 18.45%

In order to achieve full cost recovery the adjusted test year revenue requirements suggest a rate
increase of approximately 18.45%. Based on detailed discussions with HCWD1 staff, it was
determined that it would be appropriate for the Board of Directors (“Board”) to consider options
other than setting rates for full cost recovery and, in particular, utlizing the HCWD1’s reserves to
fund a portion of the depreciation expense in the adjusted test year. Based on test year data, the
Radcliff Utlity maintains an unrestricted reserve fund balance of $2,954,024, which excludes
$338,723 in debt service reserve funds. Unrestricted reserves represent 415 days of test year
operating expenses and 366 days of operating expenses plus debt service. The majority of these
reserves are a result of the acquisition of the Radcliff Utility, which included a transfer of related
utility reserve fund balances from the City to HCWD1 (PSC Case No. 2008-00074).

Figure 10 summarizes the Radclift Utlity’s test year unrestricted reserves.

Figure 10 — Test Year Unrestricted Reserves (Test Year)

Test Year
2012

Unrestricted Reserves
Cash and Investments $ 2,954,024
Total Unrestricted Reserves $2,954,024
O&M Expenses § 2,601,032
Days of O&M Expenses 415
Days of O &M Expenses Plus Debt Service 365
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C. Options for Consideration

RFC identified and evaluated multiple rate adjustment alternatives for consideration by the HCWD1
Board. Several of these options included variations of full cost recovery with the assumption of
using reserves to help fund annual cash capital investment at a level consistent with annual
depreciation. However, after careful consideration, the Board determined that any rate adjustment
option under consideration should be consistent with a full cost recovery model, which includes
100% funding of depreciation in the form of rate funded, or pay-as-you-go, capital. The primary
reasons included:

e Muldple years of reporting a financial loss before capital contributions (2011 and 2012).

e Significant and continued increase in annual depreciation due to capital investment. It
should be noted that HCWD1’s primary source of funding in the past several years were two
grants totaling $3.75 million from the Federal Base Realignment and Closure (BRAC).
BRAC grant funds can be used for sewer I&I and lift station improvements. HCWD1
anticipates that these funds will be exhausted tully by 2013.

e HCWDI anticipates using internal funds (rate funded capital and reserves) tor system
reinvestment in 2013 and the foreseeable future. With the expectation of increases in
operating costs; the need for continued capital investment; limited leverage and related
principal payments; and the likelihood of multiple years between rate filings, it was
determined that a full cost pricing model was reasonable.

Ultimately, three rate options merited the most consideration.

1. Across the board increase — This represents an across the board adjustment to the Radcliff
Udlity’s rates to meet adjusted test year revenue requirements. As noted in Figure 9, this
results in an increase of approximately 18.45% to both the minimum and volumetric
charges.

1o

Implement a base charge and uniform volume rate — This represents eliminating the existing

minimum usage requirement and implementing a basic service charge, as well as eliminating
the current declining block rate and implementing a uniform rate. Referring to Section III,
the base charge is designed to recover costs on a per account basis including billing and
collections, meter reading, and 50% of I&I. The remaining costs are recovered through the
uniform volumetric rate.

The elimination of the declining block rate is consistent with cost of service principles and
industry rate setting standards for sewer utilities. Unlike residential water usage, which can
exhibit seasonal peaks associated with elective consumption, residential sewer demand is
related more closely to indoor water usage which tends to be more consistent on a month-
to-month basis. As a result, from a unit cost perspective, there is little justification tor a
larger customer, such as a commercial customer, to benefit from discounted volume rate
since their flows tend to exhibit similar patterns of consumption. Further, it is unlikely that
larger commercial or institutional customers in the Radcliff Utility service area deliver
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wastewater with strength concentrations less than domestic flows, which would support a
lower unit cost of service for these customers. Rather, it is more likely that larger customers
deliver wastewater with strength concentrations that are equal or above domestic levels.

3. Maintain minimum charge structure and initiate phase out of declining block rate (Hybrid) —

This option can be considered a hybrid of the first two options. While the minimum charge
structure remains in place, the discount for the declining block rate is reduced from 20% to
10% to enhance consistency with cost of service principles as noted in option 2.

D. Rate Recommendation

The three options described above were presented in detail to the Board. At its meeting on
September 18, 2012, the Board approved a proposed sewer rate design using a 10% discount at
15,000 gallons with a minimum charge to include 2,000 gallons (rate option #3). The Hybrid
approach provided continued revenue stability through use of the minimum charge for services, and
the phase out process of the declining block rate improves rate equity while limiting the additional
impact on large customers.

Figure 11 presents the existing and proposed rate structures.

Figure 11 — Proposed Rate Structure

I Existing |Proposeﬂ

Minimum Charge (Includes 2,000 Gallons) $ 1711 § 19.88

Volumetric Rates (per kgal)
Rate Block 1 (2,000 - 15,000 Gallons) 3 558 §
Rate Block 2 (Above 15,000 Gallons) 3 447 § 5.84
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V. Wholesale Rate Methodology

A. Backgronnd

HCWD1 participated in preliminary discussions with a potential customer related to provided
wastewater conveyance and treatment services on a wholesale basis. The potential customer is not
expected to delivery any flows to the Radcliff Utlity imminently, and initial projections for demand
are limited. As such, no additional revenue has been included as an adjustment to the test year.
However, in order to be responsive in facilitating this potential service, HCWD1 requested that RFC
develop a rate methodology, consistent with industry standards, for providing wholesale wastewater
services. Adjusted test year data was used to calculate the wholesale rate.

Based on HCWD1’s objectives, available data, and our understanding of the Radcliff Udlity system,
RFC determined the most appropriate methodology for developing a wholesale rate was to focus on
two primary cost components:

l. A proportionate share of the annual depreciation and interest expense associated with the
assets that provide service to wholesale customers; and

2. A proportionate share of the O&M expenses related to these assets.

Operating and Maintenance Expenses

RFC worked closely with HCWDI1 staff to determine the appropriate allocaton of O&M costs
associated with providing service to wholesale customers. Costs were segregated between those
functions serving all customers and those functions serving retail customers only. The specific costs
identified in the adjusted test year revenue requirements related to serving all customers include
wastewater treatment, wastewater conveyance, and wastewater pumping. All other O&M costs
associated with the Radcliff Udlity’s wastewater collection system and customer services, such as
billing and collection, were excluded, as the wholesale customer would be responsible for providing
these services independently to its retail customers.

Since the bulk of the Radcliff Uudlity cost are identified as a contract operating expense, RFC
requested additional detail from Veolia related to a categorical breakdown of costs based on utility
functon including: wastewater treatment, wastewater collection, lift stations (pumping), wastewater
pretreatment, and administration/supervision. Figure 12 summarizes the percentage allocation of
adjusted test year contract operating costs to these categories.

Section 3-1
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Figure 12 — Contract Operating Categorical Cost Allocations

Total Pretreatment Treatment Collecton Lift Station Administration
Contract Operations 2,181931 § 6,877 § 950,996 S 506,444 S 613,861 § 103,753
100.0% 0.3% 43.6% 23.2% 28.1% 4.8%

Costs associated with wastewater collection and lift stations were allocated further between costs
supporting the wastewater collection system and costs supporting the wastewater conveyance
system. The basis used for allocating these costs was inch-feet of piping in the Radcliff Utility
system. Specifically, the wastewater collection system was defined as piping infrastructure 8 inches

and below and the wastewater conveyance system as piping infrastructure 10 inches and above.

Figure 13 presents the inch-feet of piping in the Radcliff Utility system.

Figure 13 — Inch Feet of Piping

. . Length in Feet Known % Revised Revised
Y% T k %
Nominal Diameter (Known) otal Allocation Add Unknown Length in Feet Inch/Feet Total
2 4,046 035% 3.7% 8,317 12,363 24,725 23 0.3%
4 14,700 1.9% 13.5% 30,216 44916 179,664 29 2.5%
6 9,257 1.2% 8.5% 19,028 28,285 169,709.43 2.4%
8 215,984 28.0% " 223,601 439,585  3,516,680.00 49.3%
10 33,725 44% 31.0% 69,322 103,047  1,030,472.50 14.5%
12 14,993 19% 13 8% 30,818 45811 549,736 07 7.7%
15 4,802 0.6% 4.4% 9,871 14,673 220,088 76 3.1%
16 21,184 27% 19.5% 43,544 64,728 1,035,648 53 14.5%
18 2,815 04% 2.6% 5,786 8,601 154,822 96 2.2%
2t 1,428 02% 1 3% 2935 4,363 91,628 79 1.3%
24 600 01% 0.6% 1,233 1.833 43,999 42 0.6%
30 1.231 02% 1 1% 2,530 3,761 112,840 18 1.6%
Unknown (assume 8") 447,202 57 9%
Total 771,967 100% 447,202 771967 7,130,016 100%
Unknown Sewer Mains
Allocated to 8-inch 50.0% 223,601
Allocated to all other 50 0% 223.601
Collection System - 8-inches and below 54 6%
Conveyance Svstem - 10-inches and above 45 4%
100 0%

As seen above, approximately 454 of the Radclift Utility piping infrastructure was classified as
wastewater conveyance. Therefore, as noted in Figure 12, of the approximately 51.3"¢ of Veolia
contract operating costs allocated to wastewater collection (23.2%) and lift stadons (28.1° 0),

220

approximately 23.3

o was assigned to wastewater conveyance (51.3% x 454% = 23.3%).

[n total, approximately 66.9%0 (43.6°0 freatment + 23.3%0 comeyanme = 66.9°0) of Veolia contract
services and administrative labor and approximately 45.4%s of other collection system costs outside
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of contract operations were assigned to serving both wholesale and retail customers. This resulted
in approximately 56.5% of adjusted test year revenue requirements associated with serving both
retail and wholesale customers.

Figure 14 presents the allocation of adjusted test year operating costs to wholesale and retail
custormers.

Figure 14 — Adjusted Test Year Operating Cost Allocations (Joint Costs)

Adjusted Test Allocation © Joint Wholesale
Allocation )
Year ° ° | & Retail Costs
Operating Costs
Collecton System Labor $ 94,204 45.4%, $ 42,798 Conmeyance
Customer Service Labor 155,371 0.00% =
Administrative Labor 115,154 66.9% 77,051 Treatment ¢ Conveyance
Veolia Contract Services 2,181,931 66.9%0 1,459,962 Treatment & Conveyance
Adjustment for G&- Savings (54,666) 66.9% (36,578) Treatment & Conveyance
All Other Costs 237,861 0.00% -
Total Operating Costs $ 2,729,855 $ 1,543,233
% of Total Operating Costs 36.5%

Capital Costs

RFC also worked closely with HCWD1 staff to identify the specific assets that would be used to
provide service to both wholesale and retail customers. Depreciation was allocated based on
assigning 100% of the wastewater treatment assets and 45.4% of the wastewater collection system
assets to a joint wholesale and retail category. This is consistent with the process used to allocate
O&M expenses. In total, approximately $973,103, or 86.45%, of the adjusted test year depreciation
was related to serving both wholesale and retail customers. Since HCWD1’s outstanding debt was
used to fund existing Radcliff system assets, 86.45% was also used to allocate the interest expenses
and fees associated with this outstanding obligation. Allocated interest or depreciation for shared
administrative facilities was not included in the wholesale calculation. Detail supporting the
allocation of capital costs is provided in Appendix E of this rate filing.

Figure 15 presents the allocation of adjusted test year capital costs to wholesale and retail customers.
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Figure 13 — Capital Cost Allocations (Joint Costs)

Capital Costs
Depreciation (1)
Interest (2)

Total Capital Costs

% of Total Capital Costs

(1) Adjusted test year.

Revenue . Joint Wholesale
. Allocation % .
Requirement & Retail Costs
1,125,655 86.45% $ 973,103
59,616 86.45% 51,537
1,185,271 $ 1,024,640
86.435%

(2) Actual interest and fees associated with the Radcliff Utility's outstanding

debt obligation in 2014.

As noted in Section I (Figure 5), total treated flows in 2012 were 845,426 kgal. Since a potential new
wholesale customer’s wastewater flow will be measured at a point(s) of connection, all flows,

including I&I, will be assessed a rate for wholesale wastewater treatment and conveyance services.
As a result, the denominator in this sample calculation is based on treated rather than billable flows.

Figure 14 presents the wholesale rate calculation.

Figure 14 — Wholesale Rate Calculation

Operating Costs
Capital Costs

Total

Treated Flows (kgal)
Retal

Total

Wholesale Rate (per kgal)

Joint Revenue

Requirements

§ 1,543,233

1,024,640

$§ 2567873
845426
845,426

$ 3.04
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Hardin County Water District No. 1

Serving Radcliff and Hardin County for Over 60 Years

1400 Rogersville Road
Radcliff, KY. 40160

March 12, 2013

TO: Hardin County Water District No. 1
Board of Commissioners

SUBJECT: 2012 Annual Report & Managements’s Discussion and Analysis

This report is a joint effort of our staff and Ray, Foley, Hensley & Co, PLLC, Certified Public
Accountants. This is the eighth year we have retained this firm to complete our annual audit. This
report includes the Management Analysis, the Independent Auditor’s Report, the basic financial
statements of the District and related supplemental information and audit notes.

I'would like to recognize the contribution of our Finance & Accounting Manager, Mr. Scott Schmuck
and his accounting staff, Ms. Stephanie Strange (Accountant) and Ms. Karen Morrison (Accounting
Specialist) for their work assisting the auditors in preparing this information. Mr. Bradley Hayes,
CPA/CGFM, was the lead auditor for the firm and field staff to complete the audit.

In February 2012, we began operation of the Ft. Knox Water Utility. This system acquisition
culminated a three and a half year process with our partner, the Louisville Water Company (“LWC™),
to pursue a 50 year Utilities Privatization contract to own and operate the Ft. Knox Potable Water
System. The contract was signed on September 30", 2011 and operation of the system began on
February 1, 2012. Because of the new acquisition, our 2012 financial position has changed
considerably from 2011.

In May, 2012, we also entered into a 40 year Water Purchase Agreement with LWC. This will provide
a new back-up purchased water source, replacing the Ft. Knox source we have had since 1998. The
agreement allows us to purchase up to 3.5 million gallons daily, an increase of 30% compared to the Ft.
Knox purchased water source.

A $4.5 million “BRAC” grant from the Kentucky Cabinet of Economic Development has been received
to construct a new interconnect facility to the LWC system. Final design is underway on this facility
and we hope to have it built and be able to deliver LWC water to our system by late 2014. Several
permits will be needed to construct these facilities including permits from U.S. Army Corps of
Engineers, Kentucky Environmental Protection Cabinet / Division of Water and the Kentucky Public
Service Commission.

Financial Performance & Highlights

Consolidated Financial Performance: Our financial reports now include statements for five distinct
enterprise utility funds; County Water, Ft. Knox Water, Ft. Knox Sanitary Sewer, Ft. Knox Storm
Sewer and Radcliff Sanitary Sewer. This letter first reviews the overall consolidated financial
highlights of the year, with more specific key items by utility.

In November, Moody’s Investors Services affirmed an “A1" credit rating on the District’s outstanding
$5.9M fixed rate water revenue bonds, issued in 2005. This affirmation means these bonds provide
upper-middle grade investment with very low credit risk to bond holders. The District has no
immediate plans to issue any new debt or revenue bonds. At year end, the District had $12.7 million of

Phone 1-270-351-3222 FAX: 1-270-352-3055
Wwww.HCWD.com
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available grants or contributed capital funding still to be used for capital construction, which all are
without any fees, interest cost or repayment requirements.

For the year, gross plant assets increased by $15,346,791 (+9.7% [percent changes in parentheses
represent change from 2011]). Total net assets (net position) increased by $18,878,129 (+ 28.3%)).
Total revenues, including interest income, increased by $4,076,921(+ 37.4%). Operating income
before depreciation increased to $5,373,853 (+ 52.9%) and net income after depreciation (and net of
non-operating income and expenses) increased by $1,252,171 to $1,941,314 (+ 181.7%). This amount
was 13% (+ 106.4%) of total operating revenues. Total net assets at the end of the year were
$85,604,348 (+28.3%).

Cash used for capital construction was $6,352,854 (+ 65.3%), of which 96% was provided by
government grants (both Kentucky and U.S. Government/Dept. of Defense). Principal payments to
reduce bond debt were $843,513 (+ 17%) and at year end the consolidated outstanding debt principal
was $10,960,486 (- 3.8%). Total working capital (unrestricted cash + investments) at year end
increased by 71% to $10,527,269. Of all reserves (cash + investments), 84% (+ 11%) were unrestricted
and available as working capital for capital construction or operations. At the beginning 0f 2013 we
also had total of $12,677,445 of available state or federal grant funding for future capital construction
projects.

Individual Fund Highlights:

County Water: Total operating expenses (excluding debt interest and depreciation) were 5.2%
less than budgeted. Revenues were 0.7% less than budgeted. Net income after depreciation and
interest expense increased by 154% from 2011, mainly due to some general and administrative
operating expenses now being shared by the new Ft. Knox Water utility, which lowered this
fund’s expenses. Water sales also increased slightly. Net assets increased by 3.9%. The bond
coverage ratio was 3.17, which is 2.6 times the required 1.20 (+ 8.9% from 201 1).

Ft. Knox Water: Financial results were for an eleven month period in 2012, starting February 1.
For the first year of operations of this utility, total operating revenues were $3,849,586
(including interest income). Net income before depreciation was $1,327,033. Net income after
depreciation and amortized expenses was $926,342 which is 24% of revenues. Net assets at year
end were $14,506,823. Construction in progress was valued at $275,600. Working capital and
cash available for capital construction was $3,949,510. As part of the privatization contract with
the Government, a surcharge payment (shown as customer contributions) during the first five
years will generate in excess of $25 million to address existing facility deficiencies throughout
the water system. We are in the process of developing plans, specifications and a schedule to
complete these projects.

Ft. Knox Sewer (Sanitary and Storm): Total operating revenues increased by 3.7%. Total

operating income, before depreciation expense, increased by 9.1% to $1,120,784. Total net
assets increased by 14.8%. Total expended for construction was $3,230,392 (+222%) of which
61% was provided by contributed capital (direct grants) from the Government. Working capital
increased by 5% to $2,361,485 which is available for future Ft. Knox sewer related capital
projects and improvements. At the beginning of 2013, the fund had a balance of $4,194,547 in
available direct contributed funding, provided by the Government, for construction projects.

Radcliff Sewer: Total revenues (including interest income) were $3,579,459 (+1.6%) which
was 5.1% below revenue estimates. Total operating expenses (including depreciation) were

Phone 1-270-351-3222 FAX: 1-270-352-3055
www,. HCWD.com
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0.8% less than budgeted. Total net assets increased 2% to $23,107,910 and at year end we had
construction in progress assets of $1,847,721 (+ 14.8%). Of the $1,334,930 expended for
construction (- 28%), 48% was funded by state grants. At year end the total cash & investment
reserve balance was $3,292,747 (+ 3.7%) of which 89% was unrestricted and available for
capital construction or operations. At year end a total of $3,162,241 in state grants are available
for future capital construction projects. The fund had an operating income before depreciation
and debt interest of $880,329 (+ 5.9%) with a net operating loss of $89,481 (2.5% of revenues)
after those expenses (and excluding loss on disposal of equipment), compared to a 2011 net
operating loss of $40.498 (+ 121%).

During 2012 the Board approved the filing of a rate increase request to the Kentucky Public

Service Commission for the Radcliff sewer rates. It is anticipated that the filing will be made by
mid 2013 with a projected approval in 2014 or early, 2015.

Operational Changes & Statistics

Since acquiring the Ft. Knox Water system we now own and operate five treatment plants (Pirtle
Spring County Water Treatment Plant (“WTP”), Ft. Knox Central and Muldraugh WTP’s, Radcliff
Wastewater Treatment Plant (“WWTP”) and Ft. Knox WWTP.

During 2012 a total of 1,782 MG (million gallons) of potable water was treated (+ 73%) and a total of
51.3 MG was purchased for resale (+ 10.3%). Total water delivered to the systems (now County and
Ft. Knox combined) was 1,833.7 MG (+ 77.2%). The maximum demand day was 9.085 MG (+ 140%)
and occurred on [-July. The average daily water demand for the year was 5.024 MG (+ 77%). A total
of 68 new water services were installed, down 30% from 2011. Wholesale customers purchased 336.6
MG (+ 1.6%), which was equivalent to 37% of total water sales volume (+ 15.6%).

The two wastewater treatment plants (Ft. Knox and Radcliff) treated 1,295.4 MG (- 22%) down due to
2012 having less rainfall, decreasing inflow and infiltration treated at the WWTP’s. This resulted in
an average daily flow of clean, recycled water into streams of 3.549 MG.

At present we have 23 construction projects in either preliminary or final design and construction.
The District, its Board and staff face new challenges and exciting changes as we look forward to new
endeavors and improving the reliability and functionality of our utility systems through best practice,
asset management systems.

Sincerely,
(e L A9
Mr. Jig Bruce Mr. Scott Schmuck
Gengfal Manager Finance & Accounting Manager
Phone 1-270-351-3222 FAX: 1-270-352-3055

wiww.HCWD.com
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| j Ray, Foley, Hensley & Company, PLLC

Certified Public Accountants and Consultants

INDEPENDENT AUDITORS' REPORT  Stephen R.Allen, CPA/PFS
Dennis H. England, CPA

Board of Commissioners Michael D. Foley, CPA
Lyman Hager, Jr., CPA/PFS

g::jcglri]ﬁc}%:ﬁttﬁc\:ll\(later District No. 1 e
' Y Mark R. Wadlington, CPA, CGMA

Report on the Financial Statements Gwendolyn B.Young, CPA,CVA

We have audited the accompanying financial statements of the business-type activities of Hardin County
Water District No.1, as of and for the year ended December 31, 2012, and the related notes to the
financial statements, which collectively comprise the District's basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

Management is responsibie for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’'s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of Hardin County Water District No.1, as of
December 31, 2012, and the respective changes in financial position and cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

230 Lexington Green Circle, Suite 600 » Lexington, Kentucky 40503-3326
Phone: 859-231-1800 » Fax: 859-422-1800 « Toll-Free: 1-800-342-7299
www.rfhco.com

Members American [nstitute of Certified Public Accountants and Kentucky Society of Certified Pubtic Accountants
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Other Matters
Required Supplementary Information

Accounting principles generaily accepted in the United States of America require that the management'’s
discussion and analysis and budgetary comparison information on pages 1-3 and 17-21 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the Information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an oplnlon or provide any assurance on the informatlon because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Hardin County Water District No. 1’s basic financial statements. The combined statements of
net position, revenues, expenses and changes in net position, and cash flows are presented for purposes
of additional analysis and are not a required part of the basic financial statements.

The previously referenced combined statements are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the previously referenced combined statements are fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 12,
2013, on our consideration of the Hardin County Water District No. 1's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. 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 internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering Hardin County
Water District No. 1's internal control over financial reporting and compliance.

.@ay, %, %waé/yug %WW

Ray, Foley, Hensley, & Company, PLLC
March 12, 2013
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED STATEMENT OF NET POSITION
December 31, 2012

Water Sewer Storm 2012
ASSETS Total Total Water Total
Current assets
Cash and cash equivalents $ 4,444,052 $ 4,612,237 $ 703,272 $ 9,759,561
Short-term certificates of deposit 767,708 - - 767,708
Customer accounts receivable, net 736,654 440,844 39,816 1,217,314
Other accounts receivable 1,001,652 711,587 78,199 1,791,438
Interest recelvable 1,874 - - 1,874
Due from other funds - 80,225 - 80,225
Inventory - materials and supplies 321,754 12,373 - 334,127
Prepaid expenses 69,800 53,183 270 123,253
Total current assets 7,343,494 5,910,449 821,557 14,075,500
Non-current assets
Restricted assets - reserve funds 1,634,127 338,723 - 1,972,850
Acquisition costs - 202,103 - 202,103
Total non-current assets 1,634,127 540,826 - 2,174,953
Property, plant and equipment
Land and easements 273,045 9,544 - 282,589
Plant and lines 45,384,251 111,823,319 1,272,146 158,479,716
Vehicles and equipment 5,773,986 2,300,517 150,212 8,224,715
Construction in progress 876,545 4,803,696 328,520 6,008,761
Total 52,307,827 118,937,076 1,750,878 172,995,781
Less accumulated depreciation (13,428,672) (77.223,428) (131,135) (90,783,235)
Tatal property, plant, and equipment 38,879,155 41,713,648 1,619,743 82,212,546
TOTAL ASSETS $ 47,856,776 $ 48,164,923 $ 2441,300 $ 98,462,999
LIABILITIES AND NET ASSETS
Current liabilltles
Accounts payable $ 471,925 $ 823,453 $ 12,839 $ 1,308,217
Due to other funds 69,111 10,333 781 80,225
Customers' deposits 168,032 129,454 - 297,486
Accrued expenses 98,899 26,933 951 126,783
Reserve for unclaimed funds - escheatment 5,231 - - 5,231
Deferred rent revenue 4,533 - - 4,533
Liabilities payable from restricted assets:
Current portion of long-term debt 701,960 278,656 - 980,616
Accrued interest on long-term debt 60,792 6,102 - 66,894
Total current liabilities 1,580,483 1,274,931 14,571 2,869,985
Long-term liabilities
Bonds payable 8,165,000 1,562,065 - 9,727,065
Other long-term debt 252,805 - - 252,805
Less unamortized discount and expenses (162,731) - - (162,731)
Compensated absences 58,363 - - 58,363
Long-term llabilities, net 8,313,437 1,562,065 - 9,875,502
Other liabilities
Customer advances for construction 113,164 - - 113,164
Total liabilities 10,007,084 2,836,996 14,571 12,858,651
Net position
Invested in capital assets, net of related debt 29,861,329 39,866,825 1,619,743 71,347,897
Restricted 1,634,127 338,723 - 1,972,850
Unrestricted 6,354,236 5,122,379 806,986 12,283,601
Total net position 37,849,692 45,327,927 2,426,729 85,604,348

TOTAL LIABILITIES AND NET POSITION  § 47,856,776 $ 48,164,923 $ 2,441,300 $ 098,462,999

The accompanying notes are an integral
part of the financial statements.
-6-
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
for the year ended December 31, 2012

Water Sewer Storm 2012
Total Total Water Total
OPERATING REVENUE

Metered water sales $ 6,538,415 3 - $ - $ 6,538,415
Wholesale sales 647,969 - - 647,969
Sewer biiling contract revenue 18,335 - - 18,335
Sewer service revenue - 6,256,675 - 6,256,675
Stormwater service revenue - - 477,792 477,792
Penalties, service fees and reimbursements 662,107 267,920 18,194 948,221

Total operating revenue 7,866,826 6,524,595 495,986 14,887,407

OPERATING EXPENSES

Treatment 777,035 - - 777,035
Distribution 1,175,956 - - 1,175,956
Customer service 249,581 612,048 - 861,629
General & administrative expenses 2,277,310 3,911,432 - 6,188,742
Purchased water 85,289 - - 85,289
General maintenance 91,070 - - 91,070
Source of supply 34,837 - - 34,837
Stormwater - - 298,996 298,996

Total operating expense 4,691,078 4,523,480 298,996 9,513,554

Operating income before depreciation 3,175,748 2,001,115 196,990 5,373,853

==,

( ‘/) Depreciation and amortization expense (1,449,633) (1,5657,218) (37,214) (3,044,065)
OPERATING INCOME 1,726,115 443,897 169,776 2,329,788
Non-operating income (expenses)

Interest income 43,715 39,165 4,713 87,593

Interest expense (296,635) (82,779) - (379,414)

Gain (loss) on disposal of equipment 3,250 {99,903) - (96,653)
INCOME BEFORE

CAPITAL CONTRIBUTIONS 1,476,445 300,380 164,489 1,941,314
Capital Contributions

Grants 237,953 642,224 - 880,177

Tap fees 46,333 3,000 - 49,333

Customer contributions 13,619,294 1,963,758 424,253 16,007,305
CHANGE IN NET POSITION 15,380,025 2,909,362 588,742 18,878,129
Net position, beginning of year 22,469,667 42,418,565 1,837,987 66,726,219
MET POSITION, END OF YEAR $ 37,849,692 $ 45,327,927 $ 2,426,729 $ 85,604,348

O

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

-7
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED STATEMENT OF CASH FLOWS
for the year ended December 31, 2012

Water Sewer Storm 2012
Total Total Water Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 6,212,212 $ 6114213 § 428,145 $ 12,754,570
Payments to suppliers (2,690,467) (4,150,132) (334,499) (7,175,098)
Payments for employee services and benefits (1,727,828) - - (1,727,828)
Net cash provided by operating actlvities 1,793,917 1,964,081 93,646 3,851,644
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Principal paid on long-term debt (575,151) (268,362) - (843,513)
Borrowings 75,151 - - 75,151
Principal paid on line of credit (32,683) - - (32,683)
Interest paid on long-term debt (299,110) (83,707) - (382,817)
Contributions in aid of construction 4,719,696 2,608,982 424,253 7,752,931
Grants 281,382 - - 281,382
Proceeds from sale of equipment 7.412 4,640 - 12,052
Acquisition and construction of capital assets (1,787,532) (4,063,447) (501,875) (6,352,854)
Cash (paid) received under advance
canstruction contract (13,237) - - (13,237)
Net cash provided by (used in) capital
and related financing actlvitles 2,375,928 {1,801,894) (77,622) 496,412
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 42,837 39,688 4,713 87,238
Redemption of investments 508,442 335,230 - 843,672
Purchase of investments (582,672) (338,723) - (921,395)
Net cash provided by
(used in) investing activities (31,393) 36,195 4,713 9,515
NET INCREASE IN CASH 4,138,452 198,382 20,737 4,357,571
Cash and cash equivalents, beginning of year 305,600 4,413,855 682,535 5,401,990
CASH AND CASH EQUIVALENTS, END OF YEAR $ 4,444,052 $ 4612237 § 703272 $ 9,759,561

Reconciliation of operating income to net cash
provided by operating activities:
Operating income $ 1,726,115 $ 443,897
Adjustments to reconcile operating income to
net cash provided by operating activities:

$ 159,776 $ 2,329,788

Depreciation and amortization expense 1,449,633 1,657,218 37,214 3,044,065
Change in assets and liabilities:
Accounts receivable (1,398,019) (616,919) (78,199) (2,093,137)
Prepaid expenses (3,136) 189,903 162 186,929
Due from other funds 40,498 (3,198) - 37,300
Inventory (38,035) - - (38,035)
Accounts payable 234,237 391,909 (35,665) 590,481
Accrued expenses 34,171 24,476 - 58,647
Due to other funds (256,881) (19,675) 10,358 (266,198)
Other payables 5,334 (3.530) - 1,804
Net cash provided by operating activities $ 1,793,917 $ 1,964,081 $ 93,646 $ 3,851,644
Schedule of non-cash capital and financing activities:
Contributed water mains from developers $ 8945931 § - $ - $ 8,945,931
Construction in process included in accounts payable $ 334765 § 1,873 § - § 336,638

The accompanying notes are an integral
part of the financial statements
-8-
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Hardin County Water District No. 1 (the District) is organized pursuant to provision of Chapter 74 of the
Kentucky Revised Statutes in order to provide a water supply for citizens and residents of Radcliff, Kentucky

and paris of Hardin, Meade and Breckinridge Counties. The District is regulated by the Kentucky Public
Service Commission.

Reporting Entity

The Hardin County Water District No. 1's financial statements include the operations of all entities for which
the District exercises oversight responsibilities. Oversight responsibility includes, but is notlimited to, financial
interdependency, selection of the governing authority, designation of management, ability to significantly
influence operations, and accountability for fiscal matters. The only entity included in these financial
statements are the general operations of the Hardin County Water District No. 1.

There are no other entities that are subject to the District's oversight responsibility as indicated above.

Basis of Accounting
The accompanying financial statements have been prepared on the accrual basis of accounting.

The District reports ali revenue and expenses as operating, except interest income and expense, gains and
losses on asset sales or disposals and capital contributions.

The District's financial statements are presented in conformity with the provisions of Governmental Accounting
Standards Board Statement No. 34, “Basic Financial Statements and Management’s Discussion and Analysis
for State and Local Governments”,

The District applies all applicable FASB and AICPA pronouncements issued on or before November 30, 1989
that are not in conffict with applicable GASB pronouncements.

Fund Accounting

The District maintains a County Water Fund, Ft. Knox Water Fund, Ft. Knox Sewer Fund, Radcliff Sewer Fund
and a Ft. Knox Stormwater Fund.

Accounts Receivable
The Water Fund's accounts receivable is net of an allowance for uncollectible accounts of $2,193 as of
December 31, 2012. The allowance is increased by charges to bad debts and decreased by write-offs.

Management's periodic evaluation of the adequacy of the allowance is based on the District's aged accounts
receivable balances. The sewer funds and stormwater fund do not have an allowance for doubtful accounts.

Interfund Transfers

The asset “due from other funds” and the liability “due to other funds” represent amounts transferred between
the funds owed for personnel and other operating and non-operating expenses.

inventory
The water fund’s inventory is composed of chemicals, equipment and supply-type items used for routine

maintenance and repairs and new water lines. The sewer fund's inventory consists of equipment. The
inventory is stated at the lower of cost (first-in, first-out method) or market.

-0-
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
Restricted Assets

The water and sewer funds’ restricted assets consist of U.S. Treasury Notes and Bonds, certificates of
deposit, money market funds, and non-interest-bearing accounts. The carrying value of the investments
approximates market value.

When both restricted and unrestricted resources are available for use, the District's Board of Commissioners
makes a determination as to which resource should be used.

Investments

Itis the policy of the District to invest public funds in a manner which will provide the highest investment return
with the maximum security of principal while meeting the daily cash flow demands of the District and
conforming to all state statutes and District regulations governing the investment of public funds. The carrying
value of the investments approximates market value.

Property and Equipment

The water, sewer and stormwater fund’s property and equipment assets are recorded at cost or, if contributed,
at donor cost or appraised value at date of acquisition. Interest relating to the financing of projects under
construction is capitalized due to the District’s capital financing plans and rate-setting methodology.
Depreciation is computed by the straight-line method based on the estimated useful life of the depreciable
property. Plant and lines are capitalized with lives ranging from 5-65 years and vehicles and equipment are
capitalized with lives ranging from 5-35 years. Land is not subject to depreciation. Expenditures for
maintenance and repairs are charged to expense as incurred whereas expenditures, including associated
labor, for installation, renewals or betterments are generally capitalized.

Amortization

The water and sewer funds' bond discounts and issue costs are being amortized using the straight-line
method over the life of the bond issue. The sewer funds’ City of Radcliff sewer acquisition costs are being
amortized using the straight-line method over a period of twenty-five years.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the District considers all highly liquid investments purchased with
an initial maturity of three months or less to be cash equivalents. Investments classified as restricted assets

are not included as a cash and cash equivalent.

Estimates

The preparation of financial statements in conformity with accounting principies generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the period. Accordingly, actual results
could differ from those estimates.

-10-
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 2 - CASH AND INVESTMENTS

The Hardin County Water District's deposits and investments at December 31, 2012 were covered entirely by
federal depository insurance, by collateral held by the custodial banks in the District's name, or invested in
money market and government backed securities.

Kentucky Revised Statutes authorize local governmental units to invest in obligations of the United States and
its agencies, abligations of the Commonwealth of Kentucky and its agencies, shares in savings and loan
associations insured by federal agencies, deposits in national or state chartered banks insured by federal
agencies and larger amounts in such Institutions providing such banks pledge as security obligations of the
United States Government or its agencies.

The following is a detail of the District’s cash deposit coverage at December 31, 2012;

FDIC insured (or equivalent) $ 1,339,739
Collateralized by securities held by

the bank in the District's name 9,908,395
United States Treasury Securities and

money market funds 1.297.460

Total cash in banks $.12,545, 504

Cash and investments are classified as follows as of December 31, 2012;

Unrestricted:
Cash & cash equivalents:
Revenue fund $ 985,253
Other 8,774,308
9,759,561
Short-term investments:

Certificates of deposit 767,708
Total unrestricted 10,527,269
Restricted:

Long-term investments:

1997 KIA Debt service reserve 338,723

2002 B&I redemption fund — FMV 86,667

2005 B&l redemption fund - FMV 201,122

2005 Debt service reserve — FMV 594,307

Depreciation fund — FMV 752,031
Total restricted 1,972,850
Total reported cash & investments $ 12,500,119
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 3 — CAPITAL ASSETS
A summary of capital asset activity during the fiscal year follows:
Balance Balance

Jan 1, 2012 Additions  Retirements Dec. 31, 2012
Capital assets not depreciated:

Land and easements $ 282,589 $ - 9 - $ 282,589

Construction in process 2,923,721 5,100,100 2,015,060 6,008,761
Capital assets that are depreciated:

Plant and lines 147,776,949 10,884,307 181,540 158,479,716

Vehicles and equipment 6.665,731 1,621,452 62,468 8,224,715

Total plant and equipment 157,648,990 17,605,859 2,259,068 172,995,781

Less: accumulated depreciation _ 87.903,807 3,014,979 135,551 90.783.235

Plantand equipment, net ~ $60.746183  §14.500880 §$2.123.517 $82.212.546

Depreciation expense for all combined funds totaled $3,014,979 for the year ended December 31, 2012.
NOTE 4 - COMPLIANCE WITH BOND INDENTURE

Under covenants of the bond ordinance, certain funds have been established. These funds and their current
financial requirements are presented in summary as follows:

Bond and Interest Redemption Funds — There is to be a monthly deposit of an amount equal to 1/12 of the
next ensuing principal payment due and 1/6 of the next ensuing interest payment due for the 2005 issue.
These funds are used to pay maturing bond and interest coupons on the aforementioned issue.

Bond Reserve Fund - This fund shall receive, on a monthly basis, within five years of the issue date, an
amount equal to the average annual principal and interest requirements on the 2005 issue outstanding. This
fund is to be used In the event of a deficiency in the Bond and Interest Redemption Fund. At December 31,
2012, the District had reserves of $594,307 invested with the bond custodian. At December 31, 2012, the
requirement for the reserve totaled $594,457.

Depreciation Fund - This fund receives $8,500 monthly after the above transfers have been made until the
total sum of $750,000 has been established and maintained. This fund also receives the proceeds from the
sale of any property and equipment. This fund may be used to purchase new or replacement property and
equipment. Monies from this account are held by the bond custodian. At December 31, 2012, the District was
required to fund the account in the amount of $750,000 and the assets in this account totaled $752,031.

Operating and Maintenance Fund - This fund receives, on a monthly basis, the remaining balance in the
Revenue Fund after the above transfers have been made. This fund is used to pay operating expenditures.
Any surplus left, after operating expenses have been met, may be added to Debt Service Reserve.

Wastewater Revolving Loan Reserve — This loan requires the District to fund a reserve account in the
amount of $310,000. At December 31, 2012, the District had funded this reserve in the amount of $338,723.

2002 Adjustable Revenue Bonds — The District filed Supplement No.1 to Trust indenture dated April 1, 2010.
This supplement allows for a letter of credit to be issued by Cecilian Bank via a wrap around letter of credit
from the Federal Home Loan Bank of Cincinnati as collateral for the original bond issue. As a result, the
District is no longer required to fulfill the debt service reserve and depreciation fund requirements with The
Bank of New York Mellon Trust Company however, the District continues to carry $86,667 in an account for
this bond issue.

The bond ordinance calls for “net annual revenues” to exceed the maximum annual debt requirements of fixed
rate bonds by 1.20 for the Water Fund For the year ended December 31, 2012, the water fund ratio was 3.17.
12
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 5 - LONG-TERM LIABILITIES

Some of the construction costs of the District’s water and sewer facilities have been financed by issuance of
revenue bonds and revolving notes authorized under Kentucky Revised Statutes.

Bonds payable of the water and Radcliff sewer funds consists of the following at December 31, 2012:

2005 Revenue Bonds, various semi-annuai principal and interest
payments at 4.125% through September 1, 2025, secured by the
revenues of the District. $ 5,895,000

2002 Revenue Bonds, various semi-annual principal payments
with monthly interest payments at a variable rate which is to be
the lowest interest rate on the determination date at which the
bonds can be remarketed at par for the interest rate period
through September 1, 2022, secured by a letter of credit issued
from Cecilian Bank. 2,890,000

1997 KIA Wastewater Revolving Loan, various semi-annuai
principal and interest payments at a rate of interest of 3.8%

through December 1, 2018, secured by the revenues of the
District. 1,840,721

2012 agreement with Louisville Water, reimbursement of
costs associated with the acquisition of the Fort Knox
water system, 60 monthly payments of $6,830, bearing

no interest, maturing January 2017. 334,765
Total debt 10,960,486
Less: current portion 980,616
Total iong-term debt $ 9979870

In 1998, the District refunded its 1989 and 1992 issues through the issuance of a 1998 fixed rate refunding
issue. The District defeased these bonds by placing the proceeds of the refunding bonds in an irrevocable
trust to provide for all future debt service on the refunded bonds. The trust account assets and the liability for
the defeased bonds are not included in the District's financial statements.

In 1998 the District issued variable rate bonds to fund the construction of the new service center and the Fort
Knox interconnect project. In 2005 the District issued fixed rate bonds to fund the construction of the New
Salem Church Road project and to refund the 1998 variable rate bonds. The District paid off the 1998 bond
issue two years early, in September 2010, as approved by the Board of Commissioners during its May 18"
2010 meeting, saving the district approximately $51,000 in interest.

During April 2008, the District assumed two debt issues as part of the Radcliff sewer acquisition. The District
assumed a 1997 Wastewater Revolving Loan through the Kentucky Infrastructure Authority and a 2001
refunding revenue bond issue through the Kentucky League of Cities. The district paid off the 2001 issue

during 2010.
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 5 — LONG-TERM LIABILITIES, continued

Bond maturities and sinking fund requirements for the District water fund in each of the next five years are as
follows:

Fiscal Year Principal Interest Total
2013 $ 620,000 $ 370,270 $ 990,270

2014 650,000 343,493 993,493

2015 665,000 315,630 980,630

2016 680,000 287,404 967,404

2017 705,000 257,936 962,936
2018-2022 3,825,000 818,990 4,643,990
2023-2025 1,640,000 137,157 1.777.157

£8785000 $2.530.880 §11,315880

Debt maturities and sinking fund requirements for the Radcliff sewer fund in each of the next five years are as
follows:

Fiscal Year Principal Interest Total
2013 $ 278,656 $ 70,869 $ 349,525
2014 289,345 69,616 348,961
2015 300,445 47,933 348,378
2016 311,970 35,800 347,770
2017 323,938 23,203 347,141
2018 336,367 10,123 346,490

§ 1840721 § 247544 § 2.088265
Total bond and related debt maturities  $ 10.625.721  $2.778.424 $ 13.404.145

Debt maturities for the Fort Knox water fund in each of the next five years are as follows:

Fiscal Year Principal Interest Total
2013 $ 81960 $ - 8 81,960
2014 81,960 - 81,960
2015 81,960 - 81,960
2016 81,960 - 81,960
2018 6.925 - 6.925
Total other debt maturities $§ 334765 § - § 334765

Changes in long-term liabilities are as follows:

Balance Balance Due within
Jan 1, 2012 Additions Payments Dec. 31,2012 one year

Long-term debt $11,394,083 $§ 409916 ($ 843,513) $10,960,486 $ 980,616
Bond amortization (178,279) - 15,548 (162,731) -
Compensated

absences 47.311 11,052 - 58,363 -

Net long-term liabilities $§ 11.263115  $_420.968 ($827.965) $10856.118 $980.616

1A
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 6 — LINE OF CREDIT

The District maintains a $2,500,000 line of credit that is designated for use in various construction projects if
needed. The principal was due September 25, 2012. Accrued interest was payable quarterly at a rate of
3.25%. Changes in the line of credit are as follows:

Balance Balance
Jan 1, 2012 Additions Payments Dec. 31, 2012

§ 32683 § - 0§ 93268 § -
NOTE 7 - OTHER LIABILITIES

The water fund's other liabilities in the amount of $113,164 at December 31, 2012 represent customers'
advances for construction and extension of water mains beyond limits now provided by the District. These
advances will be repaid in accordance with the terms of the agreements. The terms call for a portion of the
revenue from these waterlines to be refunded to customers.

NOTE 8 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. In addition to its general liability insurance,
the district also carries commercial insurance for all other risks of loss such as worker's compensation and
accident coverage. Settled claims resulting from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years.

NOTE 9 - RETIREMENT PLAN

Hardin County Water District No.1 is a participating employer of the County Employees' Retirement System
(CERS). Under the provislons of Kentucky Revised Statute 61.645, the Board of Trustees of Kentucky
Retirement Systems administers the CERS.

The plan issues separate financial statements which may be obtained by request from Kentucky Retirement
Systems, 1260 Louisville Road, Frankfort, Kentucky 40601.

Plan Description — CERS is a cost-sharing multiple-employer defined benefit pension plan that covers
substantially all regular full-time members employed in positions of each participating county, city, and school
board, and any additional eligible local agencies electing to participate in the System. The plan provides for
retirement, disabiiity, and death benefits to plan members. Retirement benefits may be extended to
beneficiaries of plan members under certain circumstances. Cost-of-living (COLA) adjustments are provided
at the discretion of state legislature.

Contributions — For the year ended December 31, 2012, plan members were required to contribute 5.00% of
wages for non-hazardous job classifications and 6.00% for employees hired after September 1, 2008.
Participating employers were required to contribute at an actuarially determined rate. Per Kentucky Revised
Statue Section 61.5665(3), normal contribution and past service contribution rates shall be determined by the
Board on the basis of an annual valuation last proceeding the Juiy 1 of a new biennium. The Board may
amend contribution rates as of the first day of July of the second year of a biennium, if it is determined on the
basis of a subsequent actuarial valuation that amended contributions rates are necessary to satisfy
requirements determined in accordance with actuarial basis adopted by the Board. Participating employers
contributed 18.96% of each non-hazardous employee’s wages from January 1, 2012 through June 30 and
19.56% from July 1 through December 31, 2012, which is equal to the actuarially determined rate set by the
Board. Administrative costs of Kentucky Retirement System are financed through employer contributions and
investment earnings
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HARDIN COUNTY WATER DISTRICT No. 1
NOTES TO FINANCIAL STATEMENTS
December 31, 2012

NOTE 9 - RETIREMENT PLAN, continued

The required contribution (employee and employer) and the actual percentage contributed for the District for
the current and previous two years are as follows:

Required Percentage
Year Contribution Contributed
2012 $ 454,042 100%
2011 $ 373,637 100%
2010 $ 330,866 100%

NOTE 10 — CAPITAL ACQUISITION

Effective, February 1, 2012, the District acquired the assets of the Fort Knox water utility from the United
States Army for a net $0 price. The assets associated with the system had an estimated net book value of
$8,902,502 at the date of acquisition. This value has been included as part of contributed capital on the
statement of revenues, expenses and changes in net position. The District also entered into a five-year
agreement with Louisville Water giving them addition water supply if needed.

NOTE 11 - SUBSEQUENT EVENTS

The District has evaluated and considered the need to recognize or disclose subsequent events through
March 12, 2013, which represents the date these financial statements were available to be Issued.
Subsequent events past this date, as they pertain to the fiscal year ended December 31, 2012, have not been
evaluated by the District.
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HARDIN COUNTY WATER DISTRICT No. 1

SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET
COUNTY WATER FUND

for the year ended December 31, 2012

OPERATING REVENUE
Metered water sales
Wholesale sales
Sewer billing contract revenue
Penailties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Treatment
Transmission and Distribution
Customer service
General & administrative expenses
Purchased water
General maintenance
Saurce of supply

Total operating expense
Operating income before depreciation
Depreciation and amortization expense
OPERATING INCOME
Non-operating income (expenses)

Interest income

Interest expense
Loss on sale of equipment

INCOME BEFORE
CAPITAL CONTRIBUTIONS

Government contributions

Tap Fees
Customer Contribution

CHANGE IN NET POSITION

Original Amended
Budget Budget Actual Variance
$ 3,088,000 $ 3,088,000 $ 3,073,779 $ (14,221)
656,315 656,315 647,969 (8,346)
11,125 11,125 18,335 7,210
302,100 302,100 287,555 (14,545)
4,057,540 4,057,540 4,027,638 (29,902)
768,956 768,956 777,035 8,079
679,596 679,596 667,160 (12,436)
275,199 275,199 249,581 (25,618)
389,416 389,416 273,951 (115,465)
74,700 74,700 85,289 10,589
82,227 82,227 91,070 8,843
31,000 31,000 34,837 3,837
2,301,094 2,301,094 2,178,923 (122,171)
1,756,446 1,756,446 1,848,715 92,269
(931,232) (931,232) (1,038,544) (107,312)
825,214 825,214 810,171 (15,043)
26,000 26,000 33,317 7,317
(290,500) {290,500) (296,635) (6,135)
- - 3,503 3,503
560,714 560,714 550,356 (10,358)
1,132,000 1,132,000 237,953 (894,047)
75,000 75,000 41,464 (33,536)
- - 43,429 43,429
$ 1,767,714 $ 1,767,714 $ 873202 $ (894,512)
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HARDIN COUNTY WATER DISTRICT No. 1
SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET
FORT KNOX WATER FUND
for the year ended December 31, 2012

Original Amended
Budget Budget Actual Varlance
OPERATING REVENUE
Metered water sales $ 3,467,821 $ 3,467,821 $ 3,464,636 $ (3,185)
Penaities, service fees and reimbursements 328,980 328,980 374,552 45,572
Total operating revenue 3,796,801 3,796,801 3,839,188 42,387
OPERATING EXPENSES
Transmission and Distribution 486,606 486,606 508,796 22,190
General & administrative expenses 2,165,887 2,165,887 2,003,359 (162,528)
Total operating expense 2,652,493 2,652,493 2,512,155 {140,338)
Operating Income before depreciation 1,144,308 1,144,308 1,327,033 182,725
Depreciation and amortization expense (50,000) (50,000) (411,089) (361,089)
OPERATING INCOME 1,094,308 1,094,308 915,944 (178,364)
Non-operating income (expenses)
Interest income 2,500 2,500 10,398 7,898
Loss on disposal of equipment - - (253) (253)
INCOME BEFORE
(f“\\ CAPITAL CONTRIBUTIONS 1,096,808 1,096,808 926,089 (170,719}
1
— Government contributions - - - -
Tap Fees - - 4,869 4,869
Customer Contribution 4,629,719 4,629,719 13,575,865 8,946,146
CHANGE IN NET POSITION $ 5,726,527 $ 5,726,527 $ 14,506,823 $ 8,780,296
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HARDIN COUNTY WATER DISTRICT No. 1

SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET
FORT KNOX SEWER FUND

for the year ended December 31, 2012

OPERATING REVENUE
Sewer service revenue
Penaltles, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Professional services
Contractual obligations
Allocated expense
Insurance
Customer service
Other

Total operating expense
Operating Income before depreclation
Depreciation and amortization expense

OPERATING INCOME

Non-operating income (expenses)
Interest income
Interest expense

INCOME BEFORE
CAPITAL CONTRIBUTIONS

Government contributions

CHANGE IN NET POSITION

Original Amended
Budget Budget Actual Varlance
$ 2,898,595 $ 2,898,595 $ 2,883,989 $ (14,606)
133,966 133,966 85,270 (48,696)
3,032,561 3,032,561 2,969,259 (63,302)
9,916 9,916 26,062 16,146
1,785,214 1,785,214 1,743,599 (41,615)
(41,606) (41,606) (34,788) 6,818
20,000 20,000 20,027 27
96,899 96,899 85,198 (11,701)
13,900 13,900 8,377 (5,523)
1,884,323 1,884,323 1,848 475 (35,848)
1,148,238 1,148,238 1,120,784 (27,454)
(632,418) (632,418) (644,937) (12,519)
515,820 515,820 475,847 (39,973)
9,600 9,600 15,042 5,442
(1,400) (1,400) (1,127) 273
524,020 524,020 489,762 (34,258)
3,044,679 3,044,679 1,963,758 (1,080,921)
$ 3,568,699 $ 3,568,699 $ 2,453,520 $ (1,115,179)
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HARDIN COUNTY WATER DISTRICT No. 1
SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET
RADCLIFF SEWER FUND
for the year ended December 31, 2012

OPERATING REVENUE
Sewer service revenue
Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Professicnal services
Contractual obligations
Allocated expense
Insurance
Customer service
System maintenance

Total operating expense
Operating Income before depreciation
Depreciation and amortization expense
OPERATING INCOME
Non-operating income (expenses)

Interest income

Interest expense
Loss on disposal of equipment

INCOME (L.OSS) BEFORE
CAPITAL CONTRIBUTIONS

Government contributions
Tap fees

CHANGE IN NET POSITION

Original Amended
Budget Budget Actual Variance
$ 3,550,249 $ 3,550,249 $ 3,372,686 $ (177,563)
198,300 198,300 182,650 (15,650)
3,748,549 3,748,549 3,555,336 (193,213)
16,527 16,527 11,929 (4,598)
2,223,399 2,223,399 2,102,540 (120,859)
(88,329) (88,329) (88,329) -
27,900 27,900 29,231 1,331
232,113 232,113 526,850 294,737
273,038 273,038 92,784 (180,254)
2,684,648 2,684,648 2,675,005 (9,643)
1,063,901 1,063,901 880,331 (183,570)
(930,806) (930,806) (912,281) 18,525
133,095 133,095 (31,950) (165,045)
25,000 25,000 24,123 (877)
(87.870) (87,870) (81,652) 6,218
- - (99,903) (99,903)
70,225 70,225 (189,382) (259,607)
1,775,000 1,775,000 642,224 (1,132,776)
7,500 7,500 3,000 (4,500)
1,852,725 $ 1,852,725 $ 455842 $ (1,396,883)
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HARDIN COUNTY WATER DISTRICT No. 1
SCHEDULE OF REVENUES AND EXPENSES - ACTUAL TO BUDGET

STORMWATER FUND

for the year ended December 31, 2012

OPERATING REVENUE
Stormwater revenue

Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Professional services
Contractual obligations
Allocated expense
Insurance
Customer service
Other

Total operating expense

Operating income before depreclation

Depreciation and amortization expense
OPERATING INCOME

Non-operating income (expenses)
Interest income

INCOME BEFORE
CAPITAL CONTRIBUTIONS

Government contributions

CHANGE IN NET POSITION

Orlginai Amended
Budget Budget Actual Variance
$ 477,792 $ 477,792 $ 477,792 $ -
56,399 56,399 18,194 (38,205)
534,191 534,191 495,986 (38,205)
2,445 2,445 2,127 (318)
280,984 280,984 278,811 (2,173)
(10,585) (10,585) (10,585) -
1,700 1,700 1,729 29
286 286 254 (32)
33,506 33,506 26,660 (6,846)
308,336 308,336 298,996 (9,340)
225,855 225,855 196,990 (28,865)
(36,646) (36,646) (37,214) (568)
189,209 189,209 159,776 (29,433)
5,300 5,300 4,713 (587)
194,509 194,509 164,489 (30,020)
1,281,789 1,281,789 424,253 (857,536)
$ 1,476,298 $ 1,476,298 $ 588,742 $ _ (887,556)
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED WATER STATEMENT OF NET POSITION
December 31, 2012

County Ft. Knox 2012 2011
ASSETS Water Water Total Total
Current assets
Cash and cash equivalents $ 494,542 $ 3,949,510 $ 4,444,052 $ 305,600
Short-term certificates of deposit 767,708 - 767,708 741,397
Customer accounts receivable, net 244,310 492,344 736,654 255,481
Other accounts receivable 53,990 947,662 1,001,652 84,806
Interest receivable 1.874 - 1.874 996
Due from ather funds - - - 11,599
Inventory - materials and supplles 296,113 25,641 321,754 283,719
Prepaid expenses 56,672 13,128 69,800 66,664
Total current assets 1,915,209 5,428,285 7,343,494 1,750,262
Other assets
Restricted funds 1,634,127 - 1,634,127 1,586,094
Property, plant and equipment
Land and easements 273,045 - 273,045 273,045
Plant and lines 36,557,889 8,826,362 45,384,251 36,014,189
Vehicles and equipment 4,667,679 1,106,307 5,773,986 4,465,361
Construction in progress 600,945 275,600 876,545 571,712
Total 42,099,558 10,208,269 52,307,827 41,324,307
Less: accumulated depreciation (13,017,583) (411,089) (13,428,672) (12,036,140)
Total property, plant, and equipment 29,081,975 9,797,180 38,879,155 29,288,167
TOTAL ASSETS $ 32,631,311 $ 15225465 § 47,856,776 $ 32,624,523
LIABILITIES AND NET ASSETS
Current liabllities
Accounts payable $§ 154090 $§ 317835 § 471,925 § 237,688
Due to other funds 28,899 40,212 69,111 297,093
Customers' deposits 168,032 - 168,032 162,667
Accrued expenses 83,461 15,438 98,899 75,120
Reserve for unclaimed funds - escheatment 5,231 - 5,231 5,262
Deferred rent revenue 4,533 - 4,533 643
Line of credit - - - 32,683
Liabilities payable from restricted assets:
Current portion of long-term debt 620,000 81,960 701,960 500,000
Accrued interest on long-term debt 60,792 - 60,792 63,267
Total current liabilities 1,125,038 455,445 1,580,483 1,374,423
Long-term liabilities
Bonds payable 8,165,000 - 8,165,000 8,785,000
Other long-term debt - 252,805 252,805 -
Less: unamortized discount and expenses (162,731) - (162,731) (178,279)
Compensated absences 47,971 10,392 58,363 47,311
Totai long-term liabiiities 8,050,240 263,197 8,313,437 8,654,032
Other liabilities
Customer advances for construction 113,164 - 113,164 126,401
Total liabilities 9,288,442 718,642 10,007,084 10,154,856
Net position
Invested in capitai assets, net of related debt 20,398,914 9,462,415 29,861,329 20,085,496
Restricted 1,634,127 - 1,634,127 1,586,094
Unrestricted 1,309,828 5,044,408 6,354,236 798,077
Total net position 23,342,869 14,506,823 37,849,692 22,469,667

TOTAL LIABILITIES AND NET POSITION  § 32,631,311 $ 15225465  § 47,856,776  $ 32,624,523
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED WATER STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

for the year ended December 31, 2012

OPERATING REVENUE
Metered water sales
Wholesale sales
Sewer billing contract revenue
Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Treatment
Distribution
Customer service
General & administrative expenses
Purchased water
General malntenance
Source of supply

Total operating expense
Operating income before depreciation
Depreciation and amortization expense
OPERATING INCOME
Non-operating income (expenses)
interest income

Interest expense
Gain (loss) on sale of equipment

INCOME BEFORE
CAPITAL CONTRIBUTIONS

Capital Contributions
Grants

Tap fees
Customer contributions

CHANMNGE IN NET POSITION
Net position, beginning of year

NET POSITION, END OF YEAR

County Fort Knox 2012 2011
Water Water Total Total
$ 3,073,779 $ 3,464,636 $ 6,538,415 $ 3,049,775
647,969 - 647,969 635,903
18,335 - 18,335 8,612
287,555 374,552 662,107 291,411
4,027,638 3,839,188 7,866,826 3,985,701
777,035 - 777,035 841,684
667,160 508,796 1,175,956 648,360
249,581 - 249,581 280,777
273,951 2,003,359 2,277,310 529,157
85,289 - 85,289 75,939
91,070 - 91,070 77,861
34,837 - 34,837 36,872
2,178,923 2,512,155 4,691,078 2,490,650
1,848,715 1,327,033 3,175,748 1,495,051
(1,038,544) (411,089) (1,449,633) (996,715)
810,171 915,944 1,726,115 498,336
33,317 10,398 43,715 40,909
(296,635) - (296,635) (305,120)
3,503 (253) 3,250 (17,260)
550,356 926,089 1,476,445 216,865
237,953 - 237,953 144,170
41,464 4,869 46,333 64,182
43,429 13,575,865 13,619,294 330,375
873,202 14,506,823 15,380,025 755,592
22,469,667 - 22,469,667 21,714,075
$ 23,342,869 $ 14,506,823 $ 37,849,692 $ 22,469,667
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED WATER STATEMENT OF CASH FLOWS

for the year ended December 31, 2012

O

- County Ft. Knox 2012 2011
Water Water Total Total
CASH FLOWS FROM OPERATING ACTIVITIES
Recelpts from customers $ 3,813,030 $ 2,399,182 $ 6,212,212 $ 4,407,953
Payments to suppllers (966,735) (1,723,732) (2,690,467) (1,246,290}
Payments for empioyee services and benefits (1,284,513) (443,315) {1,727,828) (1,492,648)
Net cash pravided by operating activities 1,561,782 232,135 1,793,917 1,669,015
CASH FLOWS FROM CAPITAL AND RELATEL
FINANCING ACTIVITIES
Principal pald on long-term debt (500,000) (75,151) (575,151) (460,000)
Borrowings - 75,151 75,151 32,683
Principal paid on iine of credit (32,683) - (32,683) -
Interest paid on iong-term debt (299,110) - (299,110) (307,183)
Contributions in aid of canstruction 41,464 4,678,232 4,719,696 208,352
Grants 281,382 - 281,382 -
Proceeds from sale of equipment 7.412 - 7,412 156,547
Acquisition and construction of capital assets (816,277) (971,255) (1,787,532) (993,208)
Cash (paid) recelved under advance
construction contract (13,237) - (13,237) (3,826)
Met cash (used in) capital
and related financing actlvities (1,331,049) 3,706,977 2,375,928 (1,507,725)
CASH FLOWS FROM INVESTING ACTIVITIES
Interestincome 32,439 10,398 42,837 40,847
Redemption of investments 508,442 - 508,442 2,493,077
Purchase of invesiments (582,672) - (582,672) (2,581,452)
Net cash provided by
O Investing activities (41,791) 10,398 (31,393) (47,528)
NET INCREASE IN CASH 188,942 3,949,510 4,138,452 113,762
Cash and cash equivalents, beginning of year 305,600 - 305,600 191,838
CASH AND CASH EQUIVALENTS, END OF YEAR $ 494,542 $ 3,949,510 $ 4444052 § 305600
Reconciliation of operating Income to net cash
provided by operating activities:
Operating income $ 810,171 $ 915944 $ 1,726,115 $ 498,336
Adjustments to reconciie operating income to
net cash provided by operating activitles:
Depreciation and amortization expense 1,038,544 411,089 1,449,633 996,715
Change in assets and liabilities:
Accounts recelvabie 41,987 (1,440,006) (1,398,019) 144,971
Prepaid expenses 9,992 (13,128) (3,136) 6,168
Due from other funds 40,498 - 40,498 40,750
inventory (12,394) (25,641) (38,035) 156,904
Accounts payable (83,598) 317,835 234,237 (413,089)
Accrued expenses 8,341 25,830 34,171 5,178
Due to other funds (297,093) 40,212 (256,881) 236,531
Other payabies 5,334 - 5,334 (3,449)
Net cash provided by operating activities $ 1,561,782 $ 232,135 $ 1793917 § 1,669,015
Schedule of non-cash capital and financing activities:
Contributed water mains from developers $ 43,429 $ 8,802,502 $ 8,945,931 3 330,375
Construction in process included in accounts payable $ - $ 334,765 $ 334,765 3 27,394

1 A - 27
Appendix 124-



HARDIN COUNTY WATER DISTRICT No. 1

COMBINED SEWER STATEMENT OF NET POSITION
December 31, 2012

ASSETS
Current assets
Cash and cash equivalents
Customer accounts recelvable, net
Grant receivable
Interest receivable
Due from other funds
Inventory
Prepaid expenses

Total current assets
Other assets
Restricted assets - reserve funds
Radciliff- acquisition costs, net

Total other assets

Property, plant and equipment
Land and easements
Plant and fines
Vehicles and equipment
Construction in progress

Total
Less accumulated depreciation

Total property, plant, and equipment
TOTAL ASSETS

N LIABILITIES AND NET ASSETS
¢ Current liabilities
Accounts payable

Due to other funds
Customers' deposits
Accrued expenses

e

Liabilities payable from restricted assets:

Current portion of long-term debt
Accrued interest on long-term debt

Total current liabilities

Long-term liabilities
Bonds payable

Total liabilities

Net position

Invested in capital assets, net of related debt

Restricted
Unrestricted

Total net position

TOTAL LIABILITIES AND NET POSITION

Ft. Knox Radcliff 2012 2011
Sewer Sewer Total Total
$ 1,658,213 $ 2,954,024 $ 4,612,237 $ 4,413,855
236,529 204,315 440,844 458,690
625,526 86,061 711,587 76,822
- - - 523
- 80,225 80,225 287,516
12,373 - 12,373 12,373
7,675 45,508 53,183 49 985
2,540,316 3,370,133 5,910,449 5,299,764
- 338,723 338,723 335,230
- 202,103 202,103 211,203
- 540,826 540,826 546,433
- 9,544 9,544 9,544
78,529,716 33,293,603 111,823,319 110,680,787
1,161,926 1,138,591 2,300,517 2,051,075
2,955,975 1,847,721 4,803,696 2,334,274
82,647,617 36,289,459 118,937,076 115,075,680
{62,487,200) (14,736,228) (77,223,428) (75,773,746)
20,160,417 21,553,231 41,713,648 39,301,934
$ 22,700,733 $ 25,464,190 $ 48,164,923 $ 45,148,131
$ 464,696 $ 358,757 $ 823,453 $ 431,544
10,333 - 10,333 11,087
- 129,454 129,454 124,214
5,687 21,246 26,933 46,608
- 278,656 278,656 268,362
- 6,102 6,102 7,030
480,716 794,215 1,274,931 888,845
- 1,562,065 1,562,065 1,840,721
480,716 2,356,280 2,836,996 2,729,566
20,160,417 19,706,408 39,866,825 37,185,821
- 338,723 338,723 335,230
2,059,600 3,062,779 5,122,379 4,897,514
22,220,017 23,107,910 45,327,927 42,418,565
$ 22,700,733 $ 25,464,190 $ 48,164,923 $ 45,148,131
-25-
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HARDIN COUNTY WATER DISTRICT No. 1
COMBINED SEWER STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

for the year ended December 31, 2012

OPERATING REVENUE
Sewer service revenue
Penalties, service fees and reimbursements

Total operating revenue

OPERATING EXPENSES
Customer service
Sewer operations

Total operating expense
Operating income before depreciation
Depreciation and amortization expense
OPERATING INCOME
Non-operating income (expenses)
interest income
Interest expense

Bad debts recovered
Gain (loss) on sale of equipment

INCOME (LOSS) BEFORE
CAPITAL CONTRIBUTIONS

Grants

Tap fees
Customer contributions

CHANGE IN NET POSITION
Net position, beginning of year

NET POSITION, END OF YEAR

Ft. Knox Radcliff 2012 2011
Sewer Sewer Total Total
$ 2,883,989 $ 3,372,686 $ 6,256,675 $ 6,143,337
85,270 182,650 267,920 202,689
2,969,259 3,555,336 6,524,595 6,346,026
85,198 526,850 612,048 476,050
1,763,277 2,148,155 3.911.432 4,011,541
1,848,475 2,675,005 4,523,480 4,487,591
1,120,784 880,331 2,001,115 1,858,435
(644,937) (912,281) (1,557,218) (1,436,108)
475,847 (31,950) 443,897 422,327
15,042 24,123 39,165 50,836
(1,127) (81,652) (82,779) (93,453)
- - - 9,449
- (99,903) (99,903) (48,903)
489,762 (189,382) 300,380 340,256
- 642,224 642,224 1,383,176
- 3,000 3,000 8,700
1,963,758 - 1,963,758 891,785
2,453,520 455,842 2,909,362 2,623,917
19,766,497 22,652,068 42,418,565 39,794,648
$ 22,220,017 $ 23,107,910 $ 45,327,927  $ 42,418,565
-26-
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HARDIN COUNTY WATER DISTRICT No. 1

COMBINED SEWER STATEMENT OF CASH FLOWS

for the year ended December 31, 2012

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Principal paid on long-term debt
Interest paid on long-term debt
Contributions in aid of construction
Proceeds from sale of equipment
Acquisition and consfruction of capital assets

Net cash (used in) capital
and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest income
Redemption of investments
Purchase of investments

Net cash provided by
Investing activities

NET INCREASE IN CASH
Cash and cash equivalents, beginning of year

CASH AND CASH EQUIVALENTS, END OF YEAR

Reconciliation of operating income to net cash
provided by operating actlivities:
Operating income
Adjustments to reconcile operating income to

net cash provided by operating activities:

Depreciation and amortization expense
Change in assets and liabilities:

Accounts receivable

Prepaid expenses

Inventory

Due from other funds

Accounts payable

Accrued expenses

Due to other funds

Other payables

Net cash provided by operating activities

Schedule of non-cash capitai and financing activities:

Construction in process included in accounts payable

Ft. Knox Radcliff 2012 2011
Sewer Sewer Total Total
$ 2,388,338 $ 3,725,875 $ 6,114,213 $ 6,348,902
(1,554,200) (2,595,932) (4,150,132) (4,945,108)
834,138 1,129,943 1,964,081 1,403,794
- (268,362) (268,362) (258,447)
(1,127) (82,580) (83,707) (94,315)
1,963,758 645,224 2,608,982 1,828,186
- 4,640 4,640 3,000
(2,728,517) (1,334,930) (4,063,447) (2,812,497)
(765,886) (1,036,008) (1,801,894) (1,334,073}
15,043 24,645 39,688 53,647
- 335,230 335,230 770,165
- (338,723) (338,723) (335,230)
15,043 21,152 36,195 488,582
83,285 115,087 198,382 558,303
1,574,918 2,838,937 4,413,855 3,855,552
$ 1,658,213 $ 2,954,024 $ 4,612,237 $ 4,413,855
$ 475847 $ (31,950) § 443,897 $ 422,327
644,937 912,281 1,657,218 1,436,108
(606,325) (10,594) (616,919) 266,978
- 189,903 189,903 (13,738)
- - - (12,373)
(504) (2,694) (3.198) (226,954)
299,102 92,807 391,909 (384,152)
25,404 (928) 24,476 (45,005)
(4,323) (15,352) (19,675) (37,148)
- (3,530) (3,530) (2,249)
$ 834,138 $ 1,129,943 $ 1,964,081 $ 1,403,794
$ 1,873 $ - $ 1,873 $ 69,167
27-
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HARDIN COUNTY WATER DISTRICT No. 1

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

Independent Auditors’ Report

Board of Commissioners
Hardin County Water District No.1
Radcliff, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the business-type
activities of Hardin County Water District No. 1, as of and for the year ended June 30, 2012, and the
related notes to the financial statements, which collectively comprise Hardin County Water District No. 1's
financial statements, and have issued our report thereon dated March, 12, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Hardin County Water
District No. 1's internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Hardin County Water
District No.1's internal control. Accordingly, we do not express an opinion on the effectiveness of Hardin
County Water District No. 1's internal control.

A deficiency in internal control exists when the design or operation of a control does not aliow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

230 Lexington Green Circle, Suite 600 « Lexington, Kentucky 40503-3326
Phone: 859-231-1800 = Fax: 859-422-1800 » Toll-Free: 1-800-342-7299
www.rfhco.com

Viembers American Institute of Certified Public Accountants and Kentucky Society of Certified Public Accountants
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HARDIN COUNTY WATER DISTRICT No. 1

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, continued

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Hardin County Water District No. 1's financial
statements are free from 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 no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Ray, Foley, Hensley, & Company, PLLC
March 12, 2013
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Hardin County Water District No. 1 Radcliff Sewer Fund
Detail Comparative Income Statements

For the 12 Months Ended Monday, December 31, 2012
O December December December 2012 2012 2011
- Budget Previous Year Budget

OPERATING REVENUE

Residential Sales $215,887.40 $231,736.60 $214,604.39 $2,694,620.88 $2,875,702.00 $2,663,102.26
Commercial Sales 33,566.50 20,709.75 31,459.02 428,579.04 248,517.00 396,168.70
Multi-Family Sales 20,977.09 33,944.65 18,907.74 247,882.26 426,030.00 237,305.84
High Strength Surcharge 746.48 200.00 336.70
Discharge Permit Fees 27.78 30.12 27.78 858.36 1,500.00 1,383.36
Bad Debt Recovered 577.98 547.25 470.08 7.415.07 11,000.00 9,448.89
Penalties, Services Fees and Reimbursements 14,905.17 14,171.71 14,602.82 175,235.00 185,600.00 184,713.96
Total Operating Revenues 285,941.92 301,140.08 280,071.83 3,555,337.08 3,748,549.00 3,492,458.71
OPERATING EXPENSES

Collection System Labor 9,190.03 10,260.11 3,912.81 91,059.02 98,917.00 37,723.11
Customer Service Labor 14,410.47 15,044.53 10,762.98 151,356.14 174,121.00 124,567.58
Administration Labor 5,441.21 12,653.57 9,735.36 102,927.12 124,013.00 95,412.72
Professional Services-Engineering 266.63 3,200.00 2,299.88
Professional Services-Accounting 614.17 614.17 567.00 7,370.20 7,370.00 6,804.00
Professional Services-Legal 267.14 496.42 390.16 4,558.90 5,957.00 4,681.92
Information Technology Expense 1,117.79 1,049.67 947.74 14,596.20 11,300.00 10,202.69
Management Fee - Veolia 156,927.08 179,980.93 176,367.58 2,102,540.03 2,125,319.00 2,082,650.47
Contractual Services 7,754.45 7.386.24 7,465.55 94,932 .81 98,080.00 99,133.91
Insurance Expense 2,515.85 2,325.00 1,663.55 29,230.95 27,900.00 19,465.97
Transportation Fuel & Repairs 116.44 1,949.19

Utility Regulatory Expense 513.45 459.68 455.26 581231 5,500.00 5,447.16
Office Supplies 787.39 546.31 703.82 7,938.15 8,500.00 7.920.22
Utitities 817.99 652.48 974.36 11,400.24 10,600.00 15,829.26
Bad Debt Expense 7,084.33 3,822.19 3,772.70 41,597.28 39,600.00 39,087.21
Agency Collection Expense 288.99 98.41 88.14 2,968.17 3,900.00 3,492.89
Advertising Expense 4223

Rent Expense 187.50 187.50 187.50 2,250.00 2,250.00 2,250.00
investment Fees 1.23
Travel & Lodging 133.16 132.74 132.87 2,700.90 3,000.00 3,002.79
Certification & Training 83.33 1,707.80 1,000.00 1,480.24
Education & Conferences 10.00 1,750.77 3,800.00 4,207.02
Routine Maintenance Service 113.65 22.87 146.98 1,727.49 1,300.00 8,353.10
Miscellanecus Customer Expense 3.29 96.12 57.15 811.89 1,000.00 594.59
Miscellaneous Expense 3,072.32 212,93 114.01 7.415.39 1,450.00 776.36
Amortized Rate Case - Raftelis 1,175.00 14,100.00
Customer Deposit Interest Expense 31.07 29.25 25.96 717.23 800.00 710.10
“located FK Water G&A Expense (8,029.90) (8.029.91) (88.328.90) (88,329.00)

tal Operating Expenses 203,367.87 229,566.17 218,471.48 2,601,031.51 2,684,648.00 2,576,094.42

sperating Income Before Depreciation 82,574.05 71,573.91 61,600.35 954,305.58 1,063,901.00 916,365.29
Less Depreciation & Amortization 82,937.48 82,823.52 78.691.54 981,121.38 930,806.00 884,487.38
Operating Income (363.43) (11,249.61) (17,091.19) (26,815.80) 133,095.00 31,877.91
Non Operating iIncome/(Expense)

Interest & Dividend income 1,575.28 1,542.96 2,412.18 24,123.38 25,000.00 39,083.58
Gain/(Loss) on Assets (36,454.65) (2,196.03) (99,902.69) (48,903.07)
Interest Expense (6,576.43) (6,821.46) (7,962.30) (86.790.68) (87,870.00) (102,006.68)
Income Before Capital Contributions (41,819.23) (16,528.11) (24,837.34) (189,385.79) 70,225.00 (79,948.26)
Capital Contributions
Misc Revenue - Grant 130,000.00 125,519.10 130,000.00
Misc Revenue - Grant - 18t 199,146.98
Misc Revenue - Grant - Pump Stations 3,738.74 72,916.67 122,936.14 875,000.00 419,146.28
Misc Revenue - Grant - Si 21,985.49 75,000.00 391,895.63 900,000.00 634,882.85
Tap Fees 129.31 150.00 3,000.00 7.500.00 8,700.00
Capital Contributions 9,281.76 1,873.20 455,475.07
Change in Net Assets (16,095.00) 131,517.87 114,594.42 455,838.28 1,852,725.00 1,767,402.92

For Management Purposes Only
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C_ | Audited GL Su:Ory Trial Balance O

Hardin County Water District No. 1

General Ledger

Inactive Account Description Begining Balance Debit Credit Net Change Ending Balance
4.00.10000 Radcliff .General. Cash Clearing $0.00 $3,787,263.14 $3,787,263.14 $0.00 $0.00
4.00.10700 Radcliff.General.CIP - Radciiff $1,608,776.81 $1,589,950.42 $1,351,006.86 $238,943.56 $1,847,720.37
4.00.11001 Radcliff.General.Accumulated Depreciation ($13,931,483.65) $98,436.26 $903,180.92 ($804,744.66) ($14,736,228.31)
4,00.12400 Radcliff .General.Savings - FKFCU $1,015.25 $1.78 $0.00 $1.78 $1,017.03
4.00.12402 Radcliff .General. Maney Market Cecilian $2,601,917.94 $806,173.15 $743,717.81 $62,455.34 $2,664,373.28
4.00.12403 Radcliff .General. Certificate of Deposit $335,230.42 $2,159.78 $337,390.20 ($335,230.42) $0.00
4.00.13100 Radcliff .General.Revenue Fund - Cecilian $372,084.56 $4,697,559.90 $4,780,382.29 ($82,822.39) $289,262.17
4.00.13101 Radcliff.General.0 & M Cecilian ($136,079.80) $4,158,272.88 $4,022,821.33 $135,451.55 ($628.25)
4.00.13300 Radcliff Sewer.General.Restrict Funds- $0.00 $338,722.61 $0.00 $338,722.61 $338,722.61
4.00.14200 Radcliff .General.Customer Accounts $219,445.27 $3,808,006.01 43,823,135.85 ($15,129.84) $204,315.43
4.00.14201 Radcliff .General.A/R Mis Statements $60,337.10 $532,089.33 $506,365.10 $25,724.23 $86,061.33
4.00.14400 Radcliff.General.Accrued Interest $521.94 $1,438.12 $1,959.69 ($521.57) $0.37
4.00.14600 Radclff.General.Due From Other Funds $261,358.32 $4,286,331.39 $4,467,465.10 ($181,133.71) $80,224.61
4.00.16600 Radcliff .General.Prepaid Expense $42,813.87 $49,103.03 $46,409.27 $2,693.76 $45,507.63
4.00.18400 Radcliff .General.Organization Costs $211,202.82 $0.00 $9,100.32 ($9,100.32) $202,102.50
4.00.21600 Radcliff .Generat.Retained Earnings ($2,145,343.98) $1,847,351.18 $0.00 $1,847,351.18 (4297,992.80)
4.00.22100 Radcliff .Generat.Bond Payable 1997 ($1,840,720.99) $278,656.20 $0.00 $278,656.20 ($1,562,064.79)
4.00.23100 Raddliff .General.Current Portion of Bonds ($268,361.58) $268,377.54 $278,672.16 ($10,294.62) ($278,656.20)
4.00.23200 Radcliff .General.Accounts Payable ($265,949.98) $4,106,989.79 $4,199,796.06 ($92,806.27) (4358,756.25)
4,00.23201 Radcliff .General.Sales Tax Payable $0.00 $39,653.68 $39,653.68 $0.00 $0.00
4.00.23202 Radcliff .General.Sewer Payabie Franchise ($6,275.92) $102,682.15 $102,402.81 $279.34 ($5,996.58)
4.00.23500 Radcliff, General. Customer Deposits ($124,214.00) $47,447.76 $52,687.76 ($5,240.00) ($129,454.00)
4,00.23700 Radcliff.General.Accrued Interest ($7,030.33) $88,735.27 $87,807.34 $927.93 ($6,102.40)
4.00.23800 Radciiff .General.Accrued Expenses ($30,322.37) $186,413.31 $163,969.26 $22,444.05 ($7,878.32)
4,00.23801 Raddliff .General.Accrued Audit Expense $0.00 $6,804.36 $14,174.36 ($7,370.00) ($7,370.00)
4.00.27100 Radcliff .General.Contributions in Aid of ($20,506,728.70) $0.00 $1,847,351.18 ($1,847,351.18) ($22,354,079.88)
4.00.27101 Radcliff.General. Tap Fees $0.00 $150.00 $3,150.00 ($3,000.00) ($3,000.00)
4.00.27102 Radcliff .General.Captial Contributions $0.00 $2,113.05 $3,986.25 ($1,873.20) ($1,873.20)
4.00.27104 Radcliff.General.Misc Revenue Grant Pump $0.00 $0.00 $122,936.14 ($122,936.14) ($122,936.14)
4.00.27105 ﬁ'adt‘.‘liff .General. Misc Revenue - Grant - SI $0.00 $0.00 $391,895.63 ($391,895.63) ($391,895.63)
4.00.27106 Radliff Sewer-General- Misc Revenue - $0.00 $0.00 $125,519.10 ($125,519.10) ($125,519.10)
4.00.31000 Radcliff.General.Land & Easements $9,544.00 $0.00 $0.00 $0.00 $9,544.00
4.00.35201 Radcliff .General.Sewer Plant $26,913,457.27 $200,365.24 $180,058.70 $20,306.54 $26,933,763.81
4.00.35202 Radcliff.General.Collection Sewers - Gravity $4,737,684.21 $533,908.27 $38,298.70 $495,609.57 $5,233,293.78
4,00.35211 Radcliff.General.Sewer Plant Improvements $453,478.87 $0.00 $0.00 $0.00 $453,478.87
4.00.35300 Raddliff.General.Other Collection Plant $150,000.00 $0.00 $0.00 $0.00 $150,000.00

Page: 10of3
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,4.00.35400
CM.OO.BSSOO
4.00.36301
4.00.36302
4.00.37300
4.00.37600
4.00.39100
4.00.39200
4.00.39301
4.00.39302
4.00.39303
4.00.41700
4.00.41900
4.00.42100
4.00.52102
4.00.52201
4.00.52202
4.00.53600
4.00.53601
4.00.53602
4.00.53604
4.00.92400
4.03.70100
4.03.71000
4.04.90300
4.04.90301
4.04.92100
4.04.92303
4.04.93007
4.06.40300
4.06.40301
4.06.40800
4.06.42700
4.06.42701
4.06.43200
4.06.70000
4.06.90302
4.06.90400
4.06.92000
4.06.92100
4.06.92300
4.06.92301
4.06.92303
4.06.92400
4.06.92900

Radcliff.General.Services to Customers
Radcliff.General.Flow Measuring Devices
Radcliff .General.Pumping Equipment
Radcliff.General.Pumping Equipment Diesel
Radcliff.General. Treatment & Disposal
Radcliff.General.Other Trmt & Disposal Plant
Radcliff. General.Office Furniture &
iaddiff.Géneml.Tmnsportatlon Equipment
Radcliff.General.Laboratory Equipment
Radcliff.General.Power Operated Equipment
Radcliff.General.Communication Equipment
Radliff.General.Gain/Loss on Asset

Radcliff. General.Interest & Dividend Income
Radcliff.General.Bad Debt Recovered
Raqdcliff.General.Flat Revenue - Commercial
Radcliff .General.Measured Revenue - Multi
Radcliff.General.Measured Revenue -
Radcliff.General.Penalites & Misc Fees
Radcliff.General.Discharge Permit Fees
Radcliff.General.Sewer High Strength
ﬁadéliff.Geneml.Non-Utillty Income

Radcliff Sewer.General.
Radcliff.Distribution.Collection System Labor
Radcliff.Distribution.Routine Maintenance
Radcliff.Customer Service.Customer Service
Radcliff.Customer Service.Misc Customer
Radcliff.Customer Service.Office Supplies &
Radcliff.Customer Service.Contracted
Radcliff.Customer Service.Customer Interest
_Radcliff.Administmtion.Depreciation Expense
Radcliff.Administration.Allocated
ﬁadcliff.li&ministration.Regulatory

Radclliff _Administration.Interest on LT Debt
Radcliff .Administration.Allocated Interest
Radcliff.Administration.Amortization of Acg.
iadcllff.Adminisn'ation.Veolia Management
l_ladcliff.Administration.Agency Collection
Radcliff. Administration.Bad Debt Expense
Radcliff Administration.Adminstrative Labor
Radcliff. Administration.Office Supplies &
Radcliff. Administration.Prof. Services-
Radcliff Administration.Prof Services - Legal
Radcliff. Administration.Contracted Services
Radcliff. Administration.Insurance Expense
Radcliff.Administration. Travel & Lodging

O

Page:

$11,294.44
$9,900.00
$52,889.85
$27,810.00
$152,121.31
$53,317.41
$45,227.60
$515,611.47
$10,299.32
$394,792.25
$10,379.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00

$3,034.50
$0.00
$186,492.53
$0.00
$26,206.77
$0.00
$7,581.45
$174,268.37
$0.00

$0.00
$7,585.80
$109,724.66
$0.24
$144.23
$250.15
$448.07
$77,273.36
$2,917.03
$0.00

$0.00
$111,708.00
$2,506.30
$91,059.02
$1,822.25
$151,356.14
$818.26
$1,151.04
$100,172.46
$717.40
$903,180.92
$76,828.56
$5,812.31
$83,448.67
$4,882.35
$9,100.32
$2,209,643.76
$2,968.17
$41,597.28
$103,041.62
$6,859.25
$7,370.36
$5,033.88
$20,014.58
$33,952.41
$2,714.01

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00
$604.80
$23,005.00
$0.00

$0.00
$3,544.00
$9,821.97
$24,123.62
$7,559.30
$428,829.19
$248,330.33
$2,771,894.24
$176,791.70
$858.36
$746.48
$113,068.33
$2,506.30
$0.00
$94.76
$0.00

$6.37

$0.00
$24,637.17
$0.17

$0.00
$7,088.42
$0.00
$6,678.82
$0.00

$0.00
$107,103.73
$0.00

$0.00
$114.50
$72.14
$0.16
$474.98
$617.06
$4,721.46
$13.11

$3,034.50 . 328.94
$0.00 L% .00
$186,492.53 $239,382.38
$0.00 $27,810.00
$26,206.77 $178,328.08
$0.00 $53,317.41
$6,976.65 $52,204.25
$151,263.37 $666,874.84
$0.00 $10,299.32
$0.00 $394,792.25
$4,041.80 $14,420.80
$99,902.69 $99,902.69
($24,123.38) ($24,123.38)
($7,415.07) ($7,415.07)
(4428,579.04) ($428,579.04)
(5247,882.26) ($247,882.26)
($2,694,620.88) ($2,694,620.88)
($173,874.67) ($173,874.67)
($858.36) (4858.36)
($746.48) ($746.48)
($1,360.33) ($1,360.33)
$0.00 $0.00
$91,059.02 $91,059.02
$1,727.49 $1,727.49
$151,356.14 $151,356.14
$811.89 $811.89
$1,151.04 $1,151.04
$75,535.29 $75,535.29
$717.23 $717.23
$903,180.92 $903,180.92
$68,840.14 $68,840.14
$5,812.31 $5,812.31
$76,769.85 $76,769.85
$4,882.35 $4,882.35
$9,100.32 $9,100.32
$2,102,540.03 $2,102,540.03
$2,968.17 $2,968.17
$41,597.28 $41,597.28
$102,927.12 $102,927.12
$6,787.11 $6,787.11
$7,370.20 $7,370.20
$4,558.90 $4,558.90
$19,397.52 $19,397.52
$29,230.95 $29,230.95
$2,700.90 $2,700.90
20f 3
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. 4.06.92901 Badc!iff Administration. Transport Fuel & O $0.00 $1,952.39 $3.20 $1,949.19 .949. 19
_4.06.93000 Badcliff.Adminisn'ation.Info Technology $0.00 $15,467.94 $871.74 $14,596.20 ,595,20
4.06.93002 Radcliff .Administration. Advertising Expense $0.00 $42.23 $0.00 $42.23 $42.23
4.06.93004 Radcliff. Administration.Utilities $0.00 $11,841.69 $441.45 $11,400.24 $11,400.24
4.06.93005 anc{iff.Adminlstmtlon.Certiﬁation & $0.00 $1,793.80 $86.00 $1,707.80 $1,707.80
4.06.93006 5adc.liif.Administration.Remarket & Other $0.00 $5,500.55 $362.07 $5,138.48 $5,138.48
4.06.93008 Radcliff. Administration.Rents $0.00 $2,250.00 $0.00 $2,250.00 $2,250.00
4.06.93009 Radcliff. Administration.Misc General Expense $0.00 $7,415.39 $0.00 $7,415.39 $7,415.39
4.06.93010 l}adfllff.Adminish'ation.Edumtion & $0.00 $1,750.77 $0.00 $1,750.77 $1,750.77
4.06.93600 Radcliff Sewer-Admin- Allocated FK Water $0.00 $0.00 $88,328.90 (488,328.90) ($88,328.90)
Accounts Begining Balane Debit Credit Net Change Ending Balance
Grand Totals: 91 ($0.00) $36,486,856.84 $36,486,856.84 $0.00 ($0.00)
Sort By: Fund
Account Range By: Account
Fiscal Year: 2012
Account From: 4.00.10000 Account To: 4.06.93600
From Date: 1/1/2012 To Date: 12/31/2012
Show Inactive Accounts: Yes
Show Unit Accounts: No
Show Zero Balance Accounts: Yes
Show Posting Accounts: Yes
Page: 30of3
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Fund 04 Radcliff Sewer

Fiscal Year 2012

Period Ending as of December

4.00.31000 Land & Easements

4,00.35201 Sewer Plant

4.00.35202 Collection Sewer - Gravity

4.00.35211 Sewer Plant improvements

4,00.35300 Other Collection Plant Facilities

4.00.35400 Sefvices to Customers

4.00.35500 Flow Measuring Devices

4.00.36301 Pumping Equipment - Electric

4.00.36302 Pumping Equipment - Diesel

4.00.37300 Treatment & Disposal Equipment

4.00.37600 Other Treatment & Disposal Equip

4,00.39100 Office Furniture & Equipment

4,00.38200 Transprotation Equipment

4,00.39301 Lab Equipment

4.00.39302 Power Operated Equipment

4.00.39303 Communication Equipment

4.00.11001 Accumulated Depreciation
Grand Totals

rt Year to Date out of Balance by

Trial Balance

Year to Date

Debit

9,544.00
26,933,763.81
5,233,293.78
453,478.87
150,000.00
14,328.94
9,900.00
239,382.38
27,810.00
178,328.08
53,317.41
52,204.25
666,874.84
10,299.32
394,792.25
14,420.80

34,441,738.73

Monthly Depreciation Adjustment

Depreciation Expense per GL -
Adjustments -

Per Schedule 76,463.76
Less transfer assets to Stormwater Fund

76,463.76
Difference (76,463.76)

-LET-

O

Credit

14,736,228.31
14,736,228.31

Depreciation Schedule

Current Month
Debit

9,544.00
26,933,763.81
5,233,293.78
453,478.87
150,000.00
14,328.94
9,900.00
239,382.38
27,810.00
178,328.08
53,317.41
52,204.25
666,874.84
10,299.32
394,792.26
14,420.80

34,441,738.73

Credit
13,390,982.42
445 226.80
51,758.22
114,922.10
4,840.54
8,393.75
40,164.77
27,810.00
77,951.56
10,363.30
22,457.92
315,395.04
7,932.43
211,488.71
6,540.75

14,736,228.31

Expemse

52,570.58
8,470.30
1,578.17

312.51
117.27
20.09
2,109.13
1,583.90
263.89
483.97
5,943.67
23.42
2,923.65
63.21

76,463.76

1
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Book = Interal
FYE Month = December

O

Hardin County Radcliff Sewer

Depreciation Expense Report
As of December 31, 2012

in Sve Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Current YTD Current Accum Key
SysNo  Ext  Dale Valus T Meth Life Sec 179 Basis Thru Depreciation This Run Depreciation Depreciation Code
GIL Asset Acct No = 4.00.31000
000001 Land
000 01/01/62 954400 R  NoDep 00 00 0.00 954400  11/3012 0.00 0.00 0.00 0.00
G/L Asset AcctNo = 9,544.00 0.00 9,544.00 0.00 0.00 0.00 0.00
40031000
Less disposals and iransfers 0.00 0.00 0.00 0.00 0.00
Count=0
Net Subtotal 9,544.00 0.00 9,544.00 0.00 0.00 0.00 0.00
Count =1
G/L Asset Acct No = 4.00.35201
000004 Sewer Plant & Lift Stations
000 01/01/60 193992822 R RemVl 57 00 0.00 193992822  11/30/12 1,751,218.50 3,145.17 3774195 1,788,960.45
000005 Sewer Plant Building
000 01/01/69 685015 R SLMM 40 00 0.00 685015  11/30/12 6,850.15 0.00 0.00 6,850.15
000006 Sewer Plant Additions & Lift Stations
004  01/01/70 1,36088036 R SLMM 50 00 0.00 1,360,880.36  11/30/12 947,712.59 2,268.14 27,217.61 97493020
000007 Sewer Lift Stations & Lines
004  01/01775 156240588 R SLMM 50 00 0.00 156240588  11/30112 1,140,555.56 260401 31,248.42 1,171,803.68
000008 System Additions
000 01/01/80 49384860 R SLMM 35 00 0.00 49384860  11/30/12 321,707.35 117583 14,109.96 335,817.31
000009 System Additions
000 01/01/81 10947436 R SLMM 35 00 0.00 10947436  11/3012 69,120.33 260.66 3,127.84 72,248.17
000010 System Additions
002  01/01/82 25373117 R SLMM 35 00 0.00 25373117 11/30/12 155,134.23 604.13 7,249.46 162,383.69
000012 System Additions
000  01/01/83 27341921 R SLMM 35 00 0.00 21341921 118012 161,704.66 651.00 7,811.98 169,516.64
000013 System Additions
000 01/01/84 56755455 R SLMM 35 00 0.00 56755455  11/30/12 324,315.81 1,351.33 16,215.85 340,531.66
000014 System Additions
000 01/01/85 30769641 R SLMM 35 00 0.00 30769641 1113012 169,673.33 73262 8,791.33 178,464.66
000015 System Additions
002  03/01/86 20311219 R SLMM 35 00 0.00 20311219 11/30/12 107,145.94 483,61 5803.21 112,949.15
000016 System Additions
001 01/01/87 138,13200 R SLMM 35 00 0.00 138,13200  03/31/12 70663.72 0.00 986.66 7165038 d
002 01/01/87 12595239 R SLMM 35 00 0.00 12595239 11/30/12 64433.04 299.89 3,598.64 68,031.68
Januaty 7, 2013 at 4:05 PM Page 1
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Book = Internal
FYE Month = December

Hardin County Radcliff Sewer
Deprectation Expense Report
As of December 31, 2012

4

in Sve Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Cument YTD Cumrent Accum Key

SysNo Ext Date Value T Meth Life Sec 179 Basls Thru Depreciation This Bun Depreciation Depreciation Code
G/L Asset Acct No = 4.00.35201
000017 Sewer Plant Additions, Lines, & Lift Stafions

000  01/01/88 948661253 R SLMM 50 00 0.00 048661253  11/30/12 4,454,244 58 15811.03 189,732.25 464397683
000018 System Additions

000 01/01/89 11996968 R SLMM 35 00 0.00 11996068  11/30/12 56,553.20 285.65 342774 59,980.91
000019 Replace Liners EQ Basin 1& 3

000 01/01/90 7940000 R SLMM 50 00 0.00 7940000  11/30/12 34,143.00 132.34 1,588.00 35,731.00
000020 Replace Lift Stations

000  01/01/90 3797400 R SLMM 35 00 0,00 3797400  11/30/12 1751848 9042 1,084.97 18,60345
000021 System Additions

000 01/01/90 989249 R SLMM 35 00 0.00 089249  11/30/12 4566.18 23.56 28264 4,84882
000022 Sewer Construction

000 01/01/91 391,01768 R  SLMM 3500 0.00 39101768  11/30/12 172,603.17 931.00 11,171.93 183,775.10
000023 System Additions

000 01/01/91 1731082 R SLMM 3500 0.00 1731082  11/30/12 8,139.58 41,22 49460 8,634.18
000024 System Additions

000  01/01/92 73039010 R SLMM 35 00 0.00 73039010 11/30/12 365,631.78 1,739.03 20,868.29 386,500.07
000025 Sewer Construction

000 01/01/93 38166587 R SLMM 3500 0.00 38166587  11/30/12 181,520.97 908.73 10904.74 192425.71
000026 Sewer Construction

000 01/01/94 16984010 R SLMM 3500 0.00 169,840.10  11/30/12 63,082.07 404,39 485258 67,934.65
000027 Sewer Lift Station

002 01/01/95 2054300 R SLMM 3500 0.00 2054300  11/30112 12,698.50 48.92 586.94 13,28544
000028 Sewer Lift Stations & Lines

002 01/01/98 29443950 R SLMM 35 00 0.00 29443950  11/30/12 88,752.45 701.05 8,412.56 97,165.01
000029 Logan Lift Station Replacement

000 01/01/99 1256400 R SLMM 35 00 0.00 1256400  11/30/12 3,535.86 2992 35897 3,894.83
000030 Sewer Plant Construction-Expansion

000  01/01/99 480965249 R SLMM 50 00 0.00 480965249  11/30M12 1,202,413.13 8,016.09 96,193.05 1,298,606.18
000031 Church & Kindervater Lift Station Replacement

000  01/01/99 21062800 R SLMM 3500 0.00 21062800  11/3012 59,276.73 501.50 6,017.94 65,204.67
000032 Sewer Lift Stations

000  01/01/99 8573863 R SLMM 3500 000 8573863  11/30112 24,129.32 204.14 244968 26,579.00
000033 Lift Station Confrol-Lincoln Trail

000  01/01/99 8189600 R SLMM 3500 0.00 8189600  11/3012 23,047.88 195.00 2330.89 25387.77
000035 Construction of Storage Bam
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Hardin County Radcliff Sewer

Depreciation Expense Report
As of December 31,2012

Book = Intemal
FYE Month = December

Appendix D - 4

[nSve Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Cument YTD Curent Accum Key

SysNo Ext Date Value T  Meth Life Sec 179 Basis Thru Depreciafion This Run Depreciation Depreciation Code
GIL Asset Acct No = 4.00.35201

000  01/01/00 2985700 R SLMM 3500 0.00 2085700  11/30/12 20,857.00 0.00 0.00 29,857.00
000036 Hwy. 313 Lift Station & Force Main

000  01/01/00 976,7389¢ R SLMM 35 00 0.00 976,738.90  11/30112 25534748 232557 2790683 283,254.31
000038 Greenview Lift Station-Progress

000  01/01/01 6776259 R SLMM 3500 0.00 6776259  11/30/12 16,359.82 161.34 193607 18,205.89
000040 Greenview Lift Station Replacement

000 01/01/02 474661 R SLMM 35 00 000 474661 11030112 1051.04 1.3 135.62 1,186.66
000041 Paradise Lift Stations 1&2

000 01/01/02 30004585 R SLMM 35 00 0.00 30004585  11/30/12 69,247.20 71440 8572.74 7781994
000045 Sewer Plant Bar Screen Replacement

000  01/01/02 7832400 R/ SLMM 35 00 000 7832400 11130112 78,324.00 0.00 0.00 78,324.00
000047 Church St/Shelton Rd. Manhole Replacement

000  01/01/03 540000 R SLMM 30 00 0.00 540000 1130112 1,965.00 15.00 180.00 2,145.00
000049 N. Wilson Rd 955 Manhole Replacement

000 01/01/03 776227 R SLMM 30 00 0.00 776227 11/30/12 282459 2157 258.74 3,083.33
000052 Wilma Ave. 805 Manhole Replacement

000  01/01/03 560000 R SLMM 30 00 0.00 560000  11/30112 2087.79 15.56 186.67 2.224.46
000053 Pin Oak & Poplar St. Manhole Replacement

000  01/01/04 500000 R SLMM 30 00 0.00 500000  11/30/12 1,819.46 13.89 166.67 1,986.13
000054 Oak Dr. Lift Station Replacement

000 01/01/04 36848986 R SLMM 35 00 0.00 36848986  11/30112 109,230.92 877.36 10,526.28 119,759.20
000056 Artington Heights Lift Station Install

000 01/01/06 4630300 R/ SLMM 35 00 0.00 4630300  11/3012 9,095.22 110.25 1322.94 10418.16
000057 Southem Heights Lift Stafion Instalt

000 01/01/06 5074500 R SLMM 3500 000 5074500  11/3012 9967.78 120.83 1,449.86 11417.64
000059 Replace Liners EO Basins 1&2 Progress

000 01/01/06 24693267 R SLMM 10 00 0.00 24693267  11/30/12 113,177.48 2,057.78 2469327 137,870.75
000102 Egqualization Basins #2 & #3

000 07/15/08 1118648 P SLMM 10 00 0.00 11,18648  11/30/12 3915.27 93.23 1,118.65 5,033.92
000103 [MIX-Flexifill-IMI

000 07/15/08 158250 P SLMM 10 00 0.00 158250  11/30/12 553.88 13.19 158.25 71213
000117 Replace Liners EQ Basins 1 &2

000 01/01/08 89,12668 P  SLMM 10 00 0.00 89,126.68  11/30112 35,650.68 742.73 891267 4456335
000118 Floaling Aeration Pump for Basins

000 01/01/08 2099690 P  SLMM 10 00 0.00 2999690  11/30/12 11,998.76 249.98 2.999.69 14,998.45
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Book = [ntemal
FYE Month = December

Hardin County Radcliff Sewer
Depreciation Expense Report

O

As of December 31,2012

In Sve Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Current YTD Current Accum Key
SysNo  Ext Date Value T  Meth Life Sec 179 Basis Thru Depreciation This Run Depreciation Depreciation Code
G/L Asset Acct No = 4.00.35201
000119 Floating Aeration Pump for Basins
000 01/01/08 2099690 P SLMM 10 00 0.00 2999690  11/3012 11,998.76 24998 2999.69 14,998.45
000174 Lincoln Trail Odor Study
000  05/01/10 3525223 P SLMM 24 00 0.00 3525223  11/30/12 244807 122.44 1,468.84 391691
000193 HWY 313 Lift Staiion Project
000 01/01/11 701700 P SLMM 35 00 0.00 701700 113012 20049 16.71 20049 400.98
000207 Redmar Litt Station Pump 1 Rebuild
000  06/30/11 1332520 P SLMM 15 00 0.00 1332520  11/3012 44417 7403 888.35 1,332.52
000208 Redmar Lift Station pump 2 rebuild
000 07/31/11 1028400 P SLMM 15 00 0.00 1028400 1130112 28567 5714 685.60 971.27
000209 C Square Lift Station pump rebuild
000 07/31/11 836197 P SLMM 15 00 0.00 836197 11430112 23228 46.46 55747 789.75
000216  Arlingtonwoods Lift Station
000  09/30/11 9552245 P SLMM 35 00 0.00 9552245  11/30/12 682.30 22744 2729.21 341151
00028 Clarifier #1 Pump Rebuild
000 10/31/11 1689890 P SLMM 15 00 0.00 16,89890  11/30/12 187.77 93.89 1,126.59 1,314.36
000220 Crocus Lift Station
000 10/31/11 7490959 P SLMM 50 00 0.00 7490059  11/30/12 249.70 124.85 1498.19 1,747.89
000225 Refurbished RAS Flygt Pump #
000 123111 1376834 P SLMM 15 00 0.00 13768.34 1130112 0.00 76.49 1529.81 1529.81
000231 Greenview/Pearman/Wilma Lift Station
000 03/3112 15352574 P SLMM 50 00 0.00 15352574 11/30/12 0.00 255.87 2302.89 2,302.89
000243 3 Pressure Transfucer Sensors for N. Logsdon, Oak & Ardington Lift Stations
000 07/3112 491280 P SLMM 10 00 0.00 491280  11/3012 0.00 40.94 204.70 204.70
G/L AssetAcctNo= 2707189581 000 27,071,895.81 12,831244.67 5257058 631,388.13 1346263280
40035201
Less disposals and transfers (138,132.00) 0.00 (138,132.00) (70663.72) (71,650.38)
Count =1
Met Subtotal 26,933,763.81 0.00 26933,763.81 12,760,580.95 5257058 631,388.13 13,390,982.42
Count =59
G/L. Asset Acct No = 4.00.35202
000034 Sewer Line Ext/313 & Wilson
000 01/01/99 6367674 R SLMM 50 00 0.00 63676.74  11/30/12 15919.20 106.13 127354 17,192.74

000037 Redmar Force Main-Progress

January 7, 2013 at 4:05 PM

Page 4

5

Appendix D -



AAT

C O

Hardin County Radeliff Sewer

Depreciation Expense Report
As of December 31,2012

Book = [ntemnal
FYE Month = December

In Sve Acquired P Depr Est Salv/168 Allow Depreciabte Prior Prior Accum Depreciation Current YTD Current Accum Key

SysNo Ext Date Value T Meth Life Sec 179 Basls Thru Depreciation This Run Depreciatlon Depreciation Code
G/L Asset Acct No = 4.00.35202

001 010101 221722 R SLMM 50 00 0.00 221722 1113012 46561 370 44.36 50997 d

002 01/01/01 4326778 R SLMM 50 00 0.00 4326778 11/30/12 9,086.23 7212 865.36 9,951.59
000039 Redmar Force Main Replacement

000 01/01/02 1945400 R SLMM 50 00 0.00 1945400 1130112 3/696.26 3243 389.08 4,085.34
000042 Elm Road Force Main Replacement

000  01/01/02 8441626 R SLMM 50 00 0.00 8441626  11/30/12 17,904.62 140.70 1,688.33 19,592.95
000043 Knox Blvd. New Line

000  01/01/02 1029200 A SLMM 50 00 0.00 1029200  11/30/12 195548 17.16 205.84 2,161.32
000044 Thomas Street New Line

000 01/01/02 1080000 R SLMM 50 00 0.00 10,80000  11/30112 2,052.00 18.00 216,00 2,268.00
000046 Novak Sewer Line Replacement

000 01/01/03 800000 R SLMM 50 00 0.00 8,00000  11/30/12 252000 13.34 160.00 2,680.00
000048 S Woodland Dr./586 Sewer Line Replacement

000 01/01/03 520000 R SLMM 50 00 0.00 520000  11/3012 1,638.01 8.67 104.00 174201
000050 Carolyn St706 Sewer Line Replacement

000 01/01/03 685826 R SLMM 50 00 0.00 685826  11/30112 2,160.36 1144 137.47 2,29753
000051 HitchewiLily Cove LI 3&4 Sewer Line

000 01/01/03 800000 R SLMM 50 00 0.00 800000  11/30/12 2520.00 13.34 160.00 2,680.00
000055 Eagle Pass Sewer Line Replacement

000 01/01/04 1900000 R SLMM 50 00 0.00 19,00000  11/3012 443501 3167 380.00 481501
000058 Douglas Estates Sewer Line

000  01/01/06 1398080 R SLMM 50 00 0.00 1398980 113012 2,308.34 2332 279.80 2588.14
000060 Replace Old Boone Trace F/M Line

000  01/01/06 42121731 R SIMM 50 00 0.00 42121731 1180412 69,500.89 702.03 8424.35 7792524
000061 313/Cowley Est Sewer Line Extension

000 07/01/06 66217731 R SLMM 50 00 0.00 662,177.31 113012 109,259.29 1,10363 1324355 122502.84
000109 Adena Trace

000 11/01/08 7180581 P SLMM 50 00 0.00 7180581 11/30/12 45411 119.68 143612 598383
000110 Emerald lsle

000 11/01/08 1572743 P SLMM 50 00 0.00 1572743 1113012 996.08 26.22 31455 1,31063
000111 Clermont Sewer Line

000 12/01/08 22379858 P SLMM 50 00 0.00 22379858  11/3012 1380091 373.00 447597 18,276.88
000113 A Amold Project

000 12/31/08 31383912 P SLMM 50 00 0.00 31383012 113012 18,830.34 523.07 6,276.78 25,107.12
000114 313/Cowley Est. Sewer Line Extension
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Hardin County Radcfiff Sewer

Depreciation Expense Report

O

As of December 31,2012

in Sve Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Current YTD Current Accum Key

SysNo Ext Date Value T Meth Life Sec 179 Basis Thru Depreciation This Run Depreciation Depreciation Code
G/L Asset Acct No = 4.00.35202

000 01/01/08 33433197 P SLMM 50 00 0.00 33433197 11/3012 26,746.56 557.22 6,686.64 33433.20
000115 Boone Trace F/M Line Replacement

000 01/01/08 6319717 P SLMM 50 00 0.00 6319717  11/30/12 5,055.76 105.33 1,263.94 6,319.70
000116 Brushy Fork Sewer Line

001  01/01/08 928648 P SLMM 50 00 0.00 928648  11/30/12 74292 1548 185.73 92865 d

002 01/01/08 7287352 P SLMM 50 00 000 7287352 113012 5829.88 12146 145747 7.287.35
000129 Sewer Line Replacement - 3 houses on Atcher St.

000  01/01/09 280000 P SLMM 50 00 0.00 280000  11/30M12 168.00 467 56.00 224.00
000133 Sewer lines installed at Tam MHP

000  01/01/09 402000 P SLMM 50 00 0.00 402000 113012 24120 6.70 80.40 321.60
000134 Slip lining on S. Atcher St.

000 01/01/09 503235 P SLMM 10 00 0.00 503235  11/30/12 1509.72 4194 503.24 201296
000147 Pin Oal Villa Phase 3

000 01/01/09 1219954 P SLMM 50 00 0.00 1219954 11/30112 73197 20.34 243.99 975.96
000159 Mouser 2,123 gravity sewer main 8 manholes

000  07/01/09 14163214 P SLMM 50 00 0.00 14163214 11/30/12 7,081.60 236.06 283264 991424
000170 08 HWY 313 Interceptor/A. Amold Project

000 02/26/10 584923 P SLMM 50 00 0.00 584923  11/3012 21448 9.75 116.99 33147
000177 Bridge Community Church

000  06/30/10 2637451 P SLMM 50 00 0.00 2637451 11/3012 79124 43,9 527.49 1318.73
000189 Warwick Castle

000 120110 4635833 P SLMM 50 00 0.00 4635833  11/30/112 1,00443 .27 92717 193160
000190 Wobum Place Section 1520'8" PVC

000 120110 6351479 P  SLMM 50 00 0.00 6351479  11/3012 1,376.16 105.86 1,270.30 2,646.46
000199 Lateral CIPP

000 123110 971352 P SLMM 50 00 0.00 971352  11/3012 194.27 16.19 194,27 388.54
000200 Wilson Rd Main Relocate 182 ft. 8 in PVC & 2 Manholes

000 03/31/11 751962 P SLMM 50 00 0.00 751962  11/30/12 112.80 1254 150,39 263.19
000213 Hillcrest Sewer Main Repair 1,048 If of line & 4 manholes

000 08/31/11 5727984 P SLMM 50 00 0.00 57271984 1113012 381.87 9547 1,145.60 152747
000214 Pearmnan/Wiima Ave 2,311 If of gravity main & 14 manholes

000 08/3111 142441471 P SLMM 50 00 0.00 142441471 11/30112 9,496.10 237403 28,488.30 3798440
000215 Sheitonwoods Phase 2 3942 of mains & 12 manholes

000  09/30/11 17021763 P SLMM 50 00 0.00 17021763 11/3012 851.09 283.70 3,404.35 425544
000217 Adingtonwoods 5864' of main & 26 manholes
January 7,2013 at 4:05PM Page 6
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Hardin County Radcliff Sewer
Depreciation Expense Report

O

As of December 31,2012

Appendix D - 8

inSve Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Current YTD Current Accum Kay
SysNo  Ext Date Value T Meth Lije Sec 179 Basis Thru Depreciation This Run Depreciation Depraciation Code
G/L Asset Acct No = 4,00.35202
001  09/30/11 401222 P SLMM 50 00 0.00 401222 11/3012 20.06 6.69 80.25 10031 d
003  09/30/11 2278278 P SLMM 50 00 0.00 2278278 1113012 11391 37.97 455.66 56957 d
004  09/30111 14864437 P SLMM 50 00 0.00 14864437  11/30/12 74323 241,75 2972.89 371612
000219 Byerly LS Elim 164 ft Main & 1 manhole
000 10/3111 2151315 P SLMM 50 00 0.00 2151315 11/30112 nn 35.86 43026 501.97
000221 Elm LS Elm 963 ft of main § 5 manholes
000  10/31/11 6465798 P SLMM 50 00 0.00 64,65798  11/30112 215.53 107.77 1,293.16 1,508.69
000223 Woods @ Atcher 98' of 8” main & 1 manhole
000  11/30/11 643898 P SLMM 50 00 0.00 643898  11/30/12 10.73 10.74 128.78 139.51
000224 Qutdoor Properties 120 {t. of 8" main
000 123111 928176 P SLMM 50 00 000 928176  11/30/12 0.00 1547 185.64 18564
000226 Radcliff Lateral Lining CIPP
000 0210112 755927 P SLMM 50 00 0.00 755927  11/30M12 0.00 12.60 138.59 138.59
000234 Greenview/Pearman/Wilma Mains
000 03/31/12 31435064 P SLMM 50 00 000 31435064  11/30112 0.00 52391 4,715.26 471526
000239 851t of 8" main on Logan St
000 06/30/12 235394 P SLMM 50 00 000 235394  11/3012 0.00 392 2354 2354
000252 350 LF of 8" DI Pipe for Fredmar Force Main
000 1213112 4823270 P SLMM 50 00 0.00 48232.70 0.00 0.00 0.00 0.00
000253 1 Manhole for E2RC Relocation
000 12/31/12 1878252 P SLMM 30 00 0.00 18,782.52 0.00 0.00 0.00 0.00
000254 321 LF of 18" PVC for E2RC Relocation
000 12/31/12 9126211 P SLMM 50 00 0.00 91,262.11 0.00 0.00 0.00 0.00
000258 Hwy 1500 Phase Il Relocation 325LF of 6" PVC & 727 LF of 8" PVC
000 12031112 4537783 P SLMM 50 00 0.00 4537783 0.00 0.00 0.00 0.00
000259 Hwy 1500 Phase Il Relocation - 1 Manhole
000 12/31/12 598926 P SLMM 30 00 0.00 5989.26 0.00 0.00 0.00 0.00
G/ Asset Acct No = 5,271,592.48 0.00 5,271592.48 347,301.56 8,470.30 100,033.74 447335.30
4,00,35202
Less disposals and fransfers (38,298.70) 0.00 (38,298.70) (1,342.50) (2,108.50)
Count=4
Net Subtotal 5,233,293.78 0.00 5,233,203.78 345,959.06 8470.30 100,033.74 445226.80
Count = 48
G/L Asset Acct No = 4.00.35211
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Hardin County Radcliff Sewer
Depreciation Expense Report
As of December 31,2012
Book = Internal
FYE Month = December
in Sve Acquired Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Curent YTD Cument Accum Key
SysNo Ext Date Value Meth Life Sec 179 Basis Thru Depreciation This Run Depreciation Depreciation Code
GIL Asset Acct No = 4.00.35211
000125 Improve lighting
000 01/01/09 6,197.51 SLMM 07 00 0.00 6,197.51  11/30/12 2656.08 7378 885.36 354144
000126 Landscaping
000 01/01/09 1,20845 SLMM 05 00 0.00 120845  11/3012 72507 2015 241.69 966.76
000137 Install heater toimprove HVAC
000  03/01/09 1,850.00 SLMM 07 00 0.00 185000  11/30/12 748.82 2203 264.29 1,013.11
000161 Trojan PLC Equipment & Davit Crane
000  08/01/09 31,528.00 SLMM 40 00 0.00 3152800  11/30112 1904.82 65.69 788.20 2,693.02
000165 Waste Water Treatment Plant Improvements
000 01/01/09 95071.15 SLMM 50 00 0.00 95071.15  11/3012 5,704.26 158.46 190142 7,605.68
000173 WWTP Painting Project Phase |
000 04/30/10 136,258.28 SLMM 15 00 0.00 13625828  11/30/12 15,130.81 757.00 9,083.89 2422370
000186 Blacktop Lincoln Trail Lift Station
000  09/30/10 5,900.00 SLMM 10 00 0.00 590000 11/30/12 73150 49,17 590.00 132750
000187 7% of Curbing for Service Center Parking Lot
000 10/31/10 700.00 SLMM 35 00 0.00 70000  11/3012 2333 167 20.00 43.33
000188 7% Service Center Parking Lot
000 12/01/10 2.284.85 SLMM 10 00 0.00 228485 113012 24753 19.05 22849 476.02
000194 WWTP Painting Project Phase 1
000 01/01/11 15,017.48 SLMM 15 00 0.00 1501748 11/3012 1001.17 8344 100117 2,002.34
000195 EQ Basin Chain Link Fence
000 01/01/11 26,113.25 SLMM 20 00 0.00 2611325  11/30/12 1,305.66 108.81 1,305.66 2611.32
000196 Radcliff WWTP Drainage Project
000 010111 17,771.78 SLMM 50 00 0.00 17,7178 113012 2,355.44 196.29 235544 471088
000197 Radcliff WWTP UV Building
000 ot/01/11 1357812 SLMM 50 00 0.00 13578.12  11/30112 27156 2263 27156 543.12
G/L Asset Acct No = 453478.87 0.00 453478.87 3282105 1578.17 18937.17 51,758.22
4,00.35211
Less disposals and transfers 0.00 0.00 0.00 0.00 0.00
Count=0
Net Subtotal 453478.87 0.00 45347887 32,821.05 157817 18937.17 51,758.22
Count =13
GIL Asset Acct No = 4.00.35300
000002 Construction Crew Office Building
danuary 7,2013 at 4:05PM Page 8
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Hardin County Radcliff Sewer
Depreciation Expense Repoit
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As of December 31, 2012

InSve Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Current YTD Current Accum Ky
SysNo Ext Date Value T Meth Life Sec 179 Basls Thru Depreciation This Run Depreciation Depreciation Code
G/L Asset Acct No = 4.00.35300
000 0101774 6407002 R SLMM 40 00 0.00 64,07002  11/30/12 48,582.42 13348 1601.75 50,184.17
000003 Sudge Holding Tanks Building
000 01/01/75 8592998 R  SLMM 40 00 0.00 8592998  11/30/12 62,589.68 179.03 2,148.25 64,737.93
GIL Asset Acct No = 150,000.00 000 150,000.00 111,172.10 312,51 3,750.00 114,922.10
4.00.35300
Less disposals and transfers 0.00 000 0.00 0.00 0.00
Count=0
Net Subtotal 150,000.00 0.00 150,000.00 111,172.10 31251 3,750.00 114922.10
Count=2
G/L Asset Acct No = 4,00.35400
000124 Yard repairs for cleanout installation
000 01/01/09 335650 P SLMM 07 00 000 335650  11/30112 143850 39.96 479.50 191800
000136 Paving for new connection for KNB at Elm Rd.
000 01/01/09 1,15000 P SLMM 07 00 000 115000  11/30/12 492.87 13.70 164.29 657.16
000142 22% River Rock/Landscaping at Service Center
000  04/30/09 125344 P SLMM 07 00 0.00 125344  11/30/12 47750 1493 179.06 656.56
000149 22% Sewer Line Replacement at Service Center
000 05/01/09 174534 R SLMM 30 00 0,00 174534 11/3012 155.15 485 58.18 21333
000158 22% Sealing & Striping of Parking Lot at Service Center
000 07/17/09 238351 P SLMM 10 00 0.00 238351 11/3012 576.01 19.87 238.35 814,36
000171 New Cleanout Installations
000 03/31/10 140565 P SIMM 07 00 0.00 140565  11/30/12 351.42 16.74 20081 552.23
000247 21% of 3HVAC Units at Service Center
000 08/31/12 303450 P  SLMM 3500 0.00 303450 1130112 0.00 122 28.90 28.90
G/L Asset Acct No = 14,328.94 0.00 14,328.94 349145 117.27 1,349.09 484054
4.00.35400
Less disposals and transfers 0.00 0.00 0.00 0.00 0.00
Count=0
Net Subtotal 14,328.94 0.00 14,328.94 349145 17.27 1,349.09 4,840.54
Count=7
G/L Asset Acct No = 4.00.35500
000067 Isco 4501 Pump Meter
January 7, 2013 at 4:05 PM Page 9
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Hardin County Radcliff Sewer

Depreciation Expense Report
As of December 31,2012

Book = Internal
FYE Month = December

®

In Sve Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Current YTD Current Accum Key
SysNo  Ext Date Value T Meth Life Sec 179 Basis Thru Depraciation This Run Depreciation Depreciation Code
GJL Asset Acct No = 4.00.35500
000 01/01/02 374500 P SLMM 10 00 0.00 374500  11/30/12 3,745.00 0.00 0.00 3,745.00
000068 Isco 4501 Pump Meter
000 01/01/02 374500 P SLMM 10 00 000 374500 11/30/12 3,745.00 0.00 0.00 3,745.00
000148 860 H2S 0-200PPM Monitor
000  03/24/09 241000 P SLMM 10 00 0.00 241000  11/30/12 662.75 20.09 241,00 903.75
GIL Asset Acct No = 9,900.00 000 9,900.00 8,152.75 20.09 241,00 8,393.75
4.00.35500
Less disposals and transfers 0.00 000 0.00 0.00 0.00
Count=0
Net Subtotal 9,900.00 0.00 9900.00 8,152.75 20.09 241,00 839375
Count=3
@/L Asset Acct No = 4,00.36301
000069 Godwin Driprime 4" Pump
000 01/01/06 2816800 P  SLMM 10 00 0.00 28,168.00  11/30M12 1267561 234.74 2,816.80 1549241
000123 Control panel for lft station
000 01/01/09 561559 P SLMM 07 00 0.00 561550 11/30/12 2,406.69 66.86 802.23 320892
000131 Wetwell for Audubon ift station
000 01/01/09 231600 P SLMM 07 00 000 231600  11/30/12 99258 2758 330.86 1323.44
000132 Pump & Motor for Sludge at Plant
000 01/01/09 198728 P SLMM 07 00 0.00 196728 11/30/12 851.70 23.66 28390 1,135.60
000135 Control Panel for C-Square [ift station
000 01/01/09 678594 P SLMM 07 00 0.00 6,78594  11/30/12 2,908.26 80.79 969.42 387768
000164 Access Road for Audubon Lift Station
000  04/01/09 357303 P SLMM 3500 0.00 357303 11/30/12 280.75 851 102.09 382.84
000176 3T Portable Hoist
000 05/31/10 444401 P SLMM 10 00 0.00 444401 113012 70307 37.04 44440 1,147.47
000232 Greenviev/Pearman/Wilma LS Pumps
000 03/31/12 13498667 P SLMM 10 00 0.00 13498667  11/30/12 0.00 1,124.88 10,124.00 10,124.00
000233 Greenview/Pearman/Wilma LS Control Panel
000 03/31/12 2439552 P SLMM 07 00 0.00 2439552 11/30/12 0.00 28042 261381 261381
000248 Hwy 313 Pump 3 Repiacement
000 08/31/12 2575800 P SLMM 10 00 0.00 2575800  11/30/12 0.00 21465 858.60 858.60
000255 313 Lift Station Contactars for Control Panel
000 12/31112 135234 P SLMM 07 00 0.00 1,352.34 0.00 0.00 0.00 0.00
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Hardin County Radcliff Sewer
Depreciation Expense Report
As of December 31, 2012

®

Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Cument YTD Current Accum Key
SysNo Ext Date Value T Meth Life Sec 179 Basis Thu Depreciation This Run Depreciation Depreciation Code
G/L Asset AcctNo = 239,382.38 0.00 239,382.38 20818.66 2,109.13 19,346.11 40,164.77
4,00.36301
Less disposals and transfers 0.00 0.00 0.00 0.00 0.00
Count=0
Net Subtotal 239,382.38 0.00 239,382.38 20818.66 2,109.13 19,346.11 40,164.77
Count=11
G/L Asset Acct No = 4.00.36302
000070 Portable 6" Godwin T Pump
000 01/01/00 2781000 P SLMM 10 00 0.00 2781000  11/30/12 27,810.00 0.00 0.00 27,810.00
GIL Asset AcctNo = 27.810.00 0.00 27,810.00 27810.00 0.00 0.00 27,810.00
4,00.36302
Less disposals and transfers 0.00 0.00 0.00 0.00 000
Count=0
Net Subtotal 27810.00 0.00 2781000 27,810.00 0.00 0.00 27810.00
Count= 1
G/L Asset Acct No = 4.00.37300
000071 Model L Grit Classifier .
000  01/01/04 3460000 P SLMM 10 00 0.00 3460000  11/30/12 19,030.67 288.34 3460.00 2249067
000072 Ariat Spiral Dewat Press
000 01/01/04 1700000 P SLMM 10 00 0.00 17,00000  11/30/12 10,386.34 141.67 1,700.00 12,086.34
000120 Work Equipment
000 01/01/08 1221700 P SLMM 10 00 0.00 1221700 11/30/12 4,886.80 101.81 122170 6,108.50
000121 Safety Equipment
000 01/01/08 899800 P  SLMM 10 00 0.00 899800  11/30/12 3599.20 7499 899.80 4,499.00
000122 Aeratorinstaliation
000 01/01/09 1161496 P SLMM 25 00 0.00 1161496  11/30/12 1,393.80 38.72 464,60 1,858.40
000127 Hose reel with clamp
000 01/01/09 202417 P SLMM 07 00 0.00 202417 1113012 867.51 24,10 289.17 1,156.68
000128 Blower & Motor Replacement (newer model)
000 01/01/09 902427 P SLMM 07 00 0.00 902427 11/30/12 3867.54 107.44 1,280.18 5,156.72
000130 Upgrade press-coated stub can idlers
000 01/01/09 752700 P SLMM 07 00 0.00 752700  11/3012 322587 89.61 1075.29 4301.16
000138 Upgrade to Sewer Camera
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Hardin County Radcliff Sewer

Depreciation Expense Report
As of December 31, 2012

Book = Internal
FYE Month = December

In Sve Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Current YTD Current Accum Key
SysNo Ext Date Value T Meth Life Sec 179 Basls Thru Depreciation This Run Depreciation Depreciation Code
G/L Asset Acct No = 4.00,37300
000  03/02/09 2349956 P SLMM 07 00 0.00 2349956  11/30/12 949049 279,76 3,357.08 1284757
000139 Butterfly Valve-EQ Basins #1 & #2
000  03/11/09 206952 P SLMM 10 00 0.00 206952  11/30/12 591.85 17.25 206.95 798.80
000172 Root Cutler w/ring, assembly 8°-10"
000  03/31/10 184255 P SLMM 07 00 0.00 184255  11/30/12 460.64 2194 26322 723,86
000183 52% 4" Camera System
000 08/31/10 17,6381 P SLMM 10 00 0.00 1716381  11/30/12 228851 143.04 1,716.38 4004.89
000210 50% of Pan Tilt Zoom Camera
000 07/31/11 454047 P SLMM 10 00 0.00 454047 1130112 189.19 37.84 454,05 643.24
000229 25% Multiquip MTX60 4 Cycle Rammer Compactor
000 03/31/12 69953 P SLMM 15 00 0.00 699.53  11/30/12 0.00 3.88 3498 34.98
000230 25% Edco 18" Concrete & Asphalt Walk Behind Saw
000 03/31/12 61050 P SLMM 15 00 0.00 61050  11/30/12 0.00 339 3053 30.53
000237 10 ft Baffle for Oxidation Ditch #2
000 05/31/12 140000 P SLMM 10 00 0.00 140000  11/30/12 000 11,66 81.67 81.67
000238 8ft. Baffle for Oxidation Ditch #2
000 05/31/12 140000 P SLMM 10 00 0.00 1,40000 113012 0.00 11.66 8167 81.67
000240 Filter Belt Press Conveyor Belt
000  06/30/12 1798000 P SLMM 10 00 0.00 17980.00  11/30112 0.00 149.83 899,00 899,00
000249  Amp Probe Analyzer
000 08/31/12 310554 P SLMM 07 00 0.00 310554 113012 000 36.97 147.88 147.88
000256 Ditch 1 & 2 Oxygen Reduction Sensor
000 12/31/12 101120 P SLMM 10 00 0.00 1,011.20 0,00 0.00 0.00 0.00
G/L Asset Acct No = 178,328.08 0.00 178,328.08 60.278.41 1,583.90 17673.15 77,951.56
4.00.37300
Less disposals and transfers 0.00 0.00 0.00 0.00 0.00
Count=0
Net Subtotal 178,328.08 0.00 178,328.08 60,278.41 1583.90 17673.15 7795156
Count = 20
G/L Asset Acct No = 4.00.37600
000073 Plant Gate Chain Link 16'X7'
000 01/01/99 779500 P SLMM 20 00 0,00 779500  11/3012 4404.09 3248 389.75 4,793.84
000169 Pressure Transmitter Model 1100
000 02/01/10 101724 P SLMM 05 00 0.00 1017.24  11/30/12 389.94 16.96 20345 593.39
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Hardin County Radcliff Sewer
Depreciation Expense Report

As of December 31, 2012

O

In Sve Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Current YTD Cument Accum Key
SysNo  Ext  Date Value T  Meth Life Sec 179 Basis Thru Depreclation This Run Depreciation Depreciation Code
G/L Assat Acct No = 4.00.37600
000184  Actuator Parts & Instatlation
000  08/31/10 636852 P SLMM 2500 0.00 636852  11/30/12 339.65 2123 25474 594.39
000185 Belt Filter Press Chute Modifications
000 08/31/10 1093900 P SLMM 10 00 0.00 10939.00  11/30/12 143354 91.16 1,093.90 252144
000203 Crane Gantry
000  05/31/11 1904415 P SLMM 35 00 0.00 1904415  11/30/12 317.40 4535 544.12 861.52
000204 50 % of 2 15,000 Watt Generators
000  05/31/11 228000 P SLMM 10 00 0.00 228000  11/30/12 133.00 19.00 22800 361.00
000205 50% of 6" Diamond Core Drill
000  05/31/11 79850 P SLMM 07 00 0.00 79850 11/3012 66.54 9.51 114.07 180.61
000211 50% of 6* WW Pump Bypass Hose
000  08/31/11 507500 P  SLMM 1500 0.00 507500  11/30/12 11278 28.20 338.33 451.11
G/L Asset Acct No = 53,317.41 0.00 53317.41 7,196.94 263.89 3,166.36 10,363.30
4.00.37600
Less disposals and transfers 0.00 0.00 0.00 0.00 000
Count=0
Net Subtotal 5331741 0.00 53317.41 7,196.94 263.89 3,166.36 10,363.30
Count=8
GIL Asset Acct No = 4.00.39100
000074 Workstation Desk-Manager
000  01/01/01 450000 P  RemV! 1309 0.00 450000 1130112 322105 38.76 465,07 3,686.12
000075 Ultra SV/14 Deskiop Notebook
000 01/01/03 279900 P RemVl 08 10 0.00 279900  11/30/12 2,799.00 0.00 0.00 2799,00
000101 26% Sage FAS100 Software
000  05/01/08 106470 P  SLMM 10 00 0.00 106470  11/30/12 304.93 8,88 106.47 501.40
000108 1/3 Document Imaging System
000  11/30/08 487880 P SLMM 10 00 0.00 487880 113012 1,504.31 4066 487.88 1,992.19
000112 Remit Plus Software
000  05/08/08 457500 P SLMM 10 00 0.00 457500  11/30112 167750 38.13 457,50 2,135.00
000140 32%T3400 Convertible MiniTower Q600, 2.40GHz-Scott Schmuck
000  03/18/09 46720 P SLMM 05 00 0.00 46720  11/30112 179.09 119 9344 27253
000141 47% Phaser 3300MFPX Copier
000  03/25/09 70453 P SLMM 10 00 0.00 70453 11/30/12 19374 5.8 7045 264.19
000143 47% Drive Thru Drawer Unit
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Hardin County Radcliff Sewer
Depreciation Expense Report
As of December 31,2012

in Sve Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Curent YTD Cument Acoum  Key

SysNo  Ext Date Value T Meth Life Sec 179 Basis Thru Depreciation This Run Depreciation Depreclation Code
GIL Asset Acct No = 4.00.39100

000  04/01/09 365754 P SLMM 10 00 0.00 365754  11/30/12 1,005.82 3048 365.75 1,37157
000144  45%LatitudeE4200,Intel Core 2 Dua SU9300, 1.2GHz-Charlene Easter

000  04/01/09 87560 P SLMM 05 00 0.00 87560  11/30/12 335.64 14,60 175.12 510.76
000145 35%T3400 Convertible MiniTower Q600, 240GHz-Jenny Huft

000  04/30/09 73960 P SLMM 05 00 0.00 73060 11/30112 271.35 1233 147.92 42527
000146 35%T3400 MiniTower Q600, 2.40GHz-Brett Pyles

000  04/30/09 73960 P SLMM 05 00 0.00 73960  11/30/12 27135 12.33 14792 42527
000150 22% Zeus Server-Quad Core Xeon E5410 Processor2x6MB Cache, 2.33GHz, 1333MHz FSB

000 05/31/09 86570 P SLMM 10 00 0.00 86570  11/30/12 22364 122 86.57 31021
000151 Hand Rail for Loading Dock at Service Center

000 05/31/09 40788 P SLMM 07 00 000 40788 11/30112 150.53 4.86 58.27 208.80
000155 35% Brett's Fumiture

000 03/01/05 300957 P SLMM 07 00 0.00 300957  11/30/12 1,747.52 0.00 71.66 1819.18
000156 22% Panasonic Copier

000 02/12/08 281226 P SLMM 07 00 0.00 281226 11/30/12 141283 3348 401.75 1814.58
000167 Insignia 47" LCD TV wiBlu Ray Player-47%

000 12/31/09 46051 P StMM 10 00 0.00 46051 11/30/12 9192 384 4605 137.97
000168 47% of Leightronics Mini Tnet Controller, interface, DVD Player

000 01/0110 69168 P SLMM 10 00 0.00 69168  11/30/12 138.15 571 69.17 207.32
000178 47% Dell Inspiron 1150 100Lcords

000  06/30/10 28752 P SLMM 05 00 0.00 28752 11/30/12 74.28 480 57.50 131.78
000179 47% 5 Vostro 3500 Laptops

000 07/30/10 156980 P SLMM 05 00 0.00 156980  11/30/12 39245 26.17 31396 706.41
000180 26% SDI Geosync Enterprise for Utilities

000  07/30/10 385034 P SLMM 10 00 0.00 385034 11/30/12 54546 3209 385.03 93049
000182 47% Remote | Web Harris Computers

000  08/31/10 150400 P SLMM 10 00 0.00 150400  11/30/12 200.53 1254 150.40 35093
000191 47%iCall VR

000 12/3110 370125 P SLMM 10 00 0.00 370125 11/30/12 37013 30.85 370.13 740.26
000192 7% Server Room A/C Unit

000 1201710 25758 P SLMM 10 00 0.00 25158 11/30112 27.91 215 2576 5367
000202 26% of 2 Dell Compuiers for GIS Mapping

000  04/30/11 80794 P SLMM 05 00 0.00 80794  11/30/12 107.73 1347 16159 269.32
000235 48% Dell laptop for Tim Oshome

000 05/31/12 26352 P SLMM 05 00 0.00 26352  11/30/12 0.00 4.39 30.74 30.74
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Hardin County Radcliff Sewer
Depreciation Expense Report
As of December 31, 2012

In Svc Acquired P Depr Est Salv/168 Allow Depreciable Prior Prior Accum Depreciation Current YTD Cument Accum  Key
SysNo  Ext Dafe Valus T Meth Life Sec 179 Basis Thru Depreciation This Run Depreciation Depreciation Code
G/L Asset Acct No = 4.00,39100
000245 47% OF 6 WORKSTATION COMPUTERS (DIST SUPERVISOR, BILLING SPECIALIST, & 4 CSR'S)
000 07/31112 282349 P SLMM 05 00 0.00 282349  11/30/12 0.00 47.05 23529 235.29
000246 47% OF DELL WEB SERVER
000 07/3112 159063 P SLMM 1000 0.00 159063  11/30/12 0.00 13.25 66.28 66.28
000250 70% of Tipping Rain Bucket Gauge
000 08/31/12 71015 P SLMM 10 00 0.00 7015 11/3012 0.00 591 2367 2367
000251 47% of New CSR Chairs
000 08/3112 91438 P SLMM 20 00 0.00 914.38  11/30/12 0.00 381 1524 15.24
000257  70% of Tipping Rain Bucket Gauge
000 08/31/12 67448 P SLMM 10 00 0.00 674.48 0.00 2248 2248 2248
GIL Asset Acct No