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INDEPENDENT AUDITORS’ REPORT

To the Commissioners of Allen County Water District
Scottsville, Kentucky

Report on the Financial Statements

We have audited the accompanying financial statements of Allen County Water District (the
“District”) as of and for the year ended December 31, 2020, 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 etror.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in 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 opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Allen County Water District, as of December 31, 2020, and the
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.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 3 through 5 and pension schedules on pages
31 through 33 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 18,
2021, on our consideration of the District’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 the
District’s internal control over financial reporting and compliance.

/(2\\-{»/‘/&%1/‘ erf

Bowling Green, Kentucky
May 18, 2021



MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of the Allen County Water District’s (the District) financial
performance provides an overview of its financial activities for the year ended December 31, 2020.
Please read it in conjunction with the District’s financial statements, which begins on page 6.

The District’s Operations — An Overview

The District engages in various activities classified as “proprietary”. These activities are
accounted for much like that of a private business and use the full accrual method of accounting
for transactions. The major activities include construction, operation and maintenance of water
service facilities and the supplying of water to customers in Allen County, Kentucky. The District
purchases its water supply from nearby city water utilities. The District operates and maintains
the distribution system that supplies its end users.

Basic Financial Statements

In accordance with the Government Accounting Standards Board (GASB) Statement No. 34, the
District’s financial statements include a statement of net position, statement of revenues, expenses
and changes in net position, and a statement of cash flows.

The statement of net position includes the District’s assets and liabilities and provides information
about the nature and amounts of investments in resources (assets) and the obligations to District
creditors (liabilities). The difference between the assets and liabilities is shown as net position.
This statement also provides the basis of evaluating the capital structure of the District and
assessing its liquidity and financial flexibility.

The statement of revenues and expenses and changes in net assets accounts for the current year’s
revenues and expenses. This statement measures the success of the District’s operations over the
past year and determines whether the District has recovered its costs through user fees and other
charges.

The final required financial statement is the statement of cash flows. This statement reports cash
receipts, cash disbursements, and net changes in cash resulting from operations and investments
during the reporting period.

The notes to the basic financial statements provide a description of the accounting policies used to
prepare the financial statements and present disclosures required by generally accepted accounting
principles that are not otherwise present in the financial statements.



MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Condensed Statement of Net Position

December 31
2020 2019
Current assets $ 3,720,538 $ 3,512,357
Restricted assets 1,710,724 1,639,953
Capital assets, net of depreciation 13,713,285 12,177,271
Other assets 555 555
Deferred outflows of resources 89.818 94,084
Total assets and deferred outflows $ 19,234 920 $ 17.424,220
Current liabilities, including current portion
of long-term debt $ 474,008 $ 469,488
Non-current liabilities 6,472,882 4,525,038
Total liabilities 6.946,890 4,994,526
Deferred inflow of resources 153.039 170,679
Total net position 12,134,991 12,259.015
Total liabilities, deferred inflows and net position $ 19234920 $ 17424220

Condensed Statement of Revenues, Expenses and Changes in Net Position

Metered water sales $ 2,333,800 $ 2,280,366
Other operating revenue 155.701 246450
Total operating revenue 2.529.501 2,526,816
Water purchased 739,189 709,705
Transmission and distribution costs 535,030 584,153
Other operating expenses 1,278.394 1,347,143
Total operating expenses 2,553,213 2.641.001
Net non-operating (expenses) and revenue { 100.312) 28.157
Change in net position ( 124.024) ( 86,028)
Net position, beginning of year 12,259,015 12,345,043
Net position, end of year $ 12,134,991 $ 12259015

Financial Highlights

The District’s net position decreased $124,024 in 2020, compared to $86,028 in 2019. Total
operating revenue increased $2,685 and total operating expenses decreased $87,788 from the prior
year. Operating expense decreases in 2020 occurred in general and administrative expenses of
$84,972, :



MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Actual versus Budget Comparison

During 2020, actual total operating revenue was $2,529,501, $22,301 more than budgeted
revenues, while actual operating expenses exceeded budgeted operating expenses by $57,713. The
favorable revenue budget variance was sales to residential customers ($77,528). Driving the
unfavorable cost variance to budget was increased purchased water costs ($154,189).

The above factors resulted in a change in net position of ($124,024) versus a budget of $($98,300).

Capital Assets and Debt Administration

During 2020, the District completed construction of a new 500,000 gallon elevated water tank.
Capitalized construction costs in 2020 totaled $1,967,740. The District also purchased meters
($126,995) and various shop and garage equipment ($12,801).

Funding for major expansions of the water distribution system has been obtained primarily from
loans through United States Department of Agriculture - Rural Development Agency, Kentucky
Rural Water Finance, and Kentucky Infrastructure Authority at interest rates varying from 2% to
4.50%. Maturity of the loans and revenue bonds range from 2021 through 2052. See Footnote 4
to the financial statements for unpaid balances of the loans and revenue bonds as of December 31,
2020, and for maturity balances over the next 5 years and thereafter. During 2020, the District
paid principal on the loans and revenue bonds totaling $171,000 and interest totaling $207,966 per
statement of cash flows.

Economic Factors and Next Year’s Budgets and Rates

Due to its position as the sole provider of water to Allen County residents, other than ground wells
and other self-provided methods by individual consumers, the District’s operations are considered
stable. No increase in the cost of purchased water is anticipated from suppliers in the upcoming
year and the District’s water rates were increased 7% effective January 1, 2021. Moreover, the
District’s debt structure consists of long-term, fixed rate financing at rates considered low by
historical standards, reinforcing the expectation of stability.

Contacting the District’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with
a general overview of the District’s finances and to show its accountability for the money it
receives. If you have questions about this report or need additional financial information, contact
District Office Manager DeAnn Marquez, 330 New Gallatin Road, Scottsville, KY 42164 or by
phone at (270) 622-3040.

Wayne Jackson
Chairman, Board of Commissioners



ALLEN COUNTY WATER DISTRICT

STATEMENT OF NET POSITION
December 31, 2020

Assets and Deferred Outflows of Resources

Current assets
Cash and cash equivalents $ 459,802
Investments 2,960,722
Accounts receivable from customers, net of allowance of $10,500 230,326
Other receivables 31,277
Prepaid insurance 18,109
Prepaid expenses 4,800
Accrued interest receivable 15,502
Total current assets 3.720.538
Restricted assets
Cash — customer’s deposits 130,709
Cash — bond and interest redemption account 1,046,100
Cash — depreciation reserve account 521,550
Cash — bond reserve accounts 12,365
Total restricted assets 1,710,724
Capital assets not being depreciated
Land and land rights 314,562
Capital assets being depreciated, net of accumulated
depreciation of $9,305,391
Water supply and distribution system 13.398.723
Total capital assets 13,713,285
Other assets
Utility deposits 555
Deferred outflows of resources
Deferred cost of pension 89.818
Total assets and deferred outflows of resources 9 92

The accompanying notes are an integral part of the financial statements.
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ALLEN COUNTY WATER DISTRICT

STATEMENT OF NET POSITION (Continued)
December 31, 2020

Liabilities, Deferred Inflows of Resources, and Net Position

Current liabilities
Current maturities of long-term debt $ 197,157
Accounts payable, payroll taxes and other payables 69,687
Customer deposits 122,515
Accrued interest 84.649
Total current liabilities 474.008
Non-current liabilities
Long-term debt, less current maturities 6,294,477
Net pension liability 178.405
Total non-current liabilities 6.472.882
Total liabilities 6,946,890
Deferred inflows of resources
Pension, other deferrals 153.039
Net position
Net investment in capital assets 7,252,929
Restricted for debt service 1,567,650
Unrestricted 3.314.412
Total net position 12,134,991

Total liabilities, deferred inflows of resources,
and net position 234,920

The accompanying notes are an integral part of the financial statements.
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ALLEN COUNTY WATER DISTRICT

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION
For the Year Ended December 31, 2020

Operating revenues
Metered water sales $ 2,333,800
Forfeited discounts 6,022
Pumping charges for water returns to supplier 19,320
Miscellaneous service revenue 170,359
Total operating revenues 2.529.501
Operating expenses
Source of supply and pumping 739,189
Transmission and distribution 535,030
Customer accounts 72,180
Administrative and general 586,403
Depreciation 578,376
Taxes other than income 42.035
Total operating expenses 2,553,213
Operating income (loss) ( 23,712
Non-operating revenues and (expenses)
Interest income 67,506
Interest expense ( 205,512)
Unrealized gain on investments 35,103
Non-utility income 2,366
Miscellaneous 225
Net non-operating revenues and (expenses) ( 100312)
Decrease in net position ( 124,024)
Net position, beginning of year 12,259,015
Net position, end of year $12.134.991

The accompanying notes are an integral part of the financial statements.
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ALLEN COUNTY WATER DISTRICT

STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Salaries, wages and employee benefits
Purchased water
Other operating expenses .
Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
KIA loan proceeds
Purchase of capital assets
Principal paid on revenue bonds and notes payable
Interest paid on revenue bonds and other debt
Net cash used in capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received
Proceeds from sale, matured investments
Purchase of investments
Net cash used in investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

RECONCILLIATION OF CASH AND CASH EQUIVALENTS

Current cash and cash equivalents
Restricted cash and cash equivalents

$ 2,543,746
( 832,791)
( 739,626)

( 466.,926)
504,403

2,155,634
( 2,145,667)
(  171,000)
(___207.966)
(__ 368.999)

56,915
820,225

( 881,251)
( 4,111

131,293
2.039.233

$ 2,170526

§ 459,802
1,710,724
$ 2170526

The accompanying notes are an integral part of the financial statements.
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ALLEN COUNTY WATER DISTRICT

STATEMENT OF CASH FLOWS (Continued)
For the Year Ended December 31, 2020

RECONCILIATION OF OPERATING INCOME (LOSS) TO
NET CASH PROVIDED BY OPERATING ACTIVITIES

Operating income (loss) ¢ 23,712)
Adjustments to reconcile operating income to net cash
provided by operating activities
Depreciation 578,376
Other non-operating revenue 2,591
Decrease in deferred outflows of resources 4,266
Decrease in deferred inflows of resources ( 17,640)
Increase in accounts receivable ( 7,970)
Increase in prepaid insurance ( 1,692)
Decrease in accounts payable and accrued expenses ( 38,807)
Increase in customer deposits 19,624
Decrease in pension liability ( 10,633)
Net cash provided by operating activities $ 504,403
SUPPLEMENTAL DISCLOSURES
Non-Cash Investing, Capital and Financing Activities:
Unrealized gain on investments, net $ 35103
Contractor receivable from construction overpayment $ 31,277

The accompanying notes are an integral part of the financial statements.
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NOTE 1.

ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization

The Allen County Water District (the “District”) is a tax-exempt division of Allen
County, Kentucky, organized in 1974 under KRS 74.010 to provide water services to
portions of Allen County, Kentucky. District Commissioners are appointed by the
Allen County Judge, who has no other authority over the District.

Basis of Presentation

The District’s financial statements are prepared in accordance with generally
accepted accounting principles (GAAP). The Governmental Accounting Standards
Board (GASB) is responsible for establishing GAAP for state and local governments
through its pronouncements (Statements and Interpretations).

The District’s basic financial statements include only proprietary fund financial
statements because the District engages only in a single business-type activity.

The focus of proprietary fund measurement is upon determination of net position, a
statement of revenues, expenses, and changes in net position, and a statement of cash
flows. The generally accepted accounting principles applicable are similar to those
businesses in the private sector. Amounts recorded as operating revenues are those
revenues generated from general water service operations and all other revenues are
recorded as non-operating revenues or capital contributions. The District first applies
restricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net position are available.

Net position is classified into three components: net investment in capital assets;
restricted; and unrestricted. These classifications are defined as follows:

© Net Investment in Capital Assets - This component of net position
consists of the District’s net investment in capital assets, including
restricted capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any bonds, mortgages, notes, or other
borrowings that are attributable to the acquisition, construction, or
improvement of those assets. Deferred outflows of resources and
deferred inflows of resources that are attributable to the acquisition,
construction, or improvement of those assets or related debt also should
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SIMPSON COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2018 and 2017

NOTE1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

be included in this component of net position. If there are significant
unspent related debt proceeds at year-end, the portion of the debt
attributable to the unspent proceeds is not included in the calculation of
net investment in capital assets. Rather, that portion of the debt is
included in the same net position component as the unspent proceeds.

® Restricted - This component of net position consists of constraints placed
on net position use through external constraints imposed by creditors
(such as through debt covenants), grantors, contributors, or laws or
regulations of other governments or constraints imposed by law through
constitutional provisions or enabling legislation.

e Unrestricted - This component of net position consists of the net amount
of the assets, deferred outflows of resources, liabilities, and deferred
inflows of resources that are not included in the determination of net
investment of capital assets or the restricted component of net position.

Basis of Accounting

Basis of accounting refers to the point at which revenues or expenses are recognized
in the accounts and reported in the financial statements. It relates to the timing of the
measurements made regardless of the measurement focus applied.

¢ Accrual - The proprietary fund financial statements are presented on the
accrual basis of accounting. The District follows the practice of recording
metered sales when billed to the customers and recording related expenses
when billed to the water district. This results in a lag of recording revenue
and related expenses. However, it does provide approximate matching of
revenue and expenses and does not have a material effect between years.

Operating revenues are revenues generated from general water operations

(water sales, forfeited discounts and miscellaneous service revenue) and
all other non-water revenues are considered non-operating revenues.

-12-



NOTE 1.

ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles 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 reporting period. Actual
results could differ from those estimates.

Cash and Cash Equivalents

The District has defined cash and cash equivalents to include all highly liquid
investments (including restricted assets) with a maturity of three months or less
when purchased to be cash equivalents.

Investments and Investment Income

The District maintains various designated and restricted accounts at area financial
institutions that are held for debt service obligations and other items. District
investments, held by Baird as custodian, include investments in money market
funds, U.S. agency obligations and negotiable certificates of deposit carried at
fair value. Fair value is determined based on quoted market prices or yields
currently available on comparable securities of issuers with similar credit ratings.

Accounts Receivable

Customer accounts receivable amounts arise from monthly water usage. Based
on District policy, water meters are read monthly. Payment must be received or
postmarked before the close of business on the 25™ day following the date of the
bill; otherwise, the delinquent bill will be assessed a late fee. Should the final
due date for payment at the net rates fall on a Sunday or holiday, the next business
day following the final due date will be held as a day of grace for delivery of
payment. Delinquent bills may result in disconnection of service with the District
applying the customer’s deposit against the unpaid bill. The customer shall be
given at least a 5-day written notice of termination, and at least 20 days shall have
passed since the issuance of the original bill. Bills and notices are mailed to the
customer at the address listed on the Water Service Contract unless a change of
address has been filed with the District in writing. The District will not otherwise
be responsible for delivery of any bill or notice nor will the customer be excused
from the payment of any bill or any performance required in the notice. If
collection of customer accounts receivable amounts are considered unlikely, the
balances are charged off as a bad debt expense in the period in which they were
deemed uncollectible.
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NOTE 1.

ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Management'’s periodic evaluation of the adequacy of the allowance for doubtful
accounts is based on past loss experience, known and other risks inherent to the
specific amount, adverse situations that may affect the customer’s ability to
render payment and current economic conditions. Management considers many
factors in determining whether a receivable is impaired, such as payment history
and changes in employment. The allowance was $10,500 as of December 31,
2020.

Concentration of Credit Risk

The District extends credit to all citizens who live within the geographic location
of the District and who utilize the utility system. Credit losses may be minimal
and are generally within management’s expectations.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods
and are recorded as prepaid items in the financial statements.

Restricted Assets

Certain proceeds of bonds and loans, as well as certain resources set aside for their
payment, are classified as restricted assets on the balance sheet since their use is
limited by applicable bond indentures and loan agreements. Construction fund
accounts are used to report proceeds of revenue bonds and loans that are restricted
for use in construction and capital acquisitions. Depreciation and maintenance and
replacement reserve accounts are the resources set aside to provide reasonable
reserves for renewals, replacements, improvements, extensions, extraordinary major
repairs and contingencies related to bond and loan obligation projects. Sinking fund
redemption accounts are the resources acoumulated for debt service payments.

Customer deposits accounts are restricted to hold customer deposits until service is
terminated.

Utility Plant and Capitalization Policy

Utility plant is stated at historical cost which includes certain materials, labor,
transportation and certain indirect costs. Interest costs on temporary financing, when
utilized, are capitalized until such time as the plant under construction becomes
operational.

-14-



NOTE 1.

ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Depreciation

Depreciation is calculated by the straight-line method to allocate the cost of utility
plant assets over their estimated useful lives. The District recognizes one-half of
regular annual depreciation in the year of acquisition or disposition of an asset.

The range of estimated useful lives by type of assets are as follows:

Structures (except the office building), pumping equipment,
distribution reservoir and standpipes, transmission and

distribution mains, services, and hydrants 50 Years
Office building 30 Years
Office furniture, tools, shop and garage equipment, power
equipment, meters and communications equipment 10 Years
Transportation equipment 5 Years
Income Taxes

The District is exempt from Federal and State income taxes under Section 501 of the
Internal Revenue Code as the District is an adjunct of the Government of Allen

County, Kentucky.
Deferred Outflows of Resources

Deferred outflows of resources represent a consumption of net assets that applies to
a future period and will not be recognized as an outflow of resource (expense) until
that time.

Deferred Inflows of Resources

Deferred inflows of resources represent an acquisition of net assets that applies to a
future period and will not be recognized as an inflow of resource (revenue) until that
time.

Change in Accounting Principle

During 2020, the District early implemented GASB Statement No. 89 Accounting for
Interest Cost Incurred before the End of a Construction Period. GASB 89 requires
the District to expense interest incurred before the end of a construction period and
interest should no longer be capitalized. GASB 89 is not effective until reporting
periods beginning after December 15, 2020, however, early implementation is
encouraged. The provisions of the revised guidance are only applied prospectively.
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NOTE 1.

NOTE 2.

ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Subsequent Events

Subsequent events have been evaluated through May 18, 2021, which is the date the
financial statements were available to be issued.

CASH DEPOSITS AND INVESTMENTS

Deposits

Custodial credit risk is the risk that in the event of a bank failure a government’s
deposits may not be returned to it. The District’s deposit policy for custodial credit
risk requires compliance with the provisions of state law.

State law requires collateralization of all deposits with federal depository insurance;
letters of credit issued by federal home loan banks; bonds, notes, letters of credit or
other obligations of the U. S. Treasury, U. S. agencies or instrumentalities or the state
of Kentucky; bonds of any city of the first, second, and third classes, county, school
district or educational institution of the state of Kentucky; or surety bonds having an
aggregate current face value or current quoted market value at least equal to the
amount of the deposits in excess of amounts insured by the FDIC.

All District deposits in banks are insured by the FDIC up to $250,000 per financial
institution. All financial instruments held by Baird as custodian are insured by SIPC
up to $500,000 for securities, and including up to $250,000 for cash. Baird,
additionally, offers coverage in excess of SPIC limits through an insurance policy,
with an aggregate coverage limit of $250 million, purchased through Lloyd’s of

London.
December 31
2020

Tnsured FDIC and SIPC $ 3,074,369
Uninsured V 1,753,359

$ 4827728

Uninsured amounts represent balances at banks in excess of the $250,000 FDIC limit.
At December 31, 2020, all uninsured amounts were secured by investment collateral
held by the pledging bank in the District’s name.
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NOTE 2.

ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

CASH DEPOSITS AND INVESTMENTS (Continued)

Investments

In accordance with Kentucky Revised Statutes (KRS) 66.480, the District may legally
invest in obligations of the U. S. Treasury, U. S. agencies and instrumentalities,
including obligations subject to repurchase agreements, bankers' acceptances,
commercial paper, obligations of the Commonwealth of Kentucky and its agencies
and instrumentalities, shares of mutual funds or interest-bearing deposits of insured
national or state banks.

At December 31, 2020, the District had the following investments and maturities:

Maturities
In Years
Type Fair Value Lessthan 1
U. 8. agency obligations $.320324 $ 320324

Interest Rate Risk— Interest rate risk is the risk of fair value losses arising from rising
interest rates. The U.S. agency obligations are presented as an investment with a
maturity of less than one year because it is redeemable in full immediately. The
District does not have a formal policy to limit its interest rate risk.

Credit Risk — Credit risk is the risk that the issuer or other counterparty to an
investment will not fulfill its obligations. At December 31, 2020, the District’s
investments in U.S. agency obligations not directly guaranteed by the U.S.
Government were rated by S&P and by Moody’s as Aaa.

Custodial Credit Risk — For an investment, custodial credit risk is the risk that, in the
event of the failure of the counterparty, the Division will not be able to recover the
value of its investment or collateral securities that are in the possession of an outside
party. At December 31, 2020, the District was not exposed to custodial credit risk.

Concentration of Credit Risk — the District places no limit on the amount that may be
invested in any one issuer,
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ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE 2. CASH DEPOSITS AND INVESTMENTS (Continued)

Summary of Carrying Values

The carrying values of deposits and investments shown above are included in the
statement of net position as follows:

Carrying value:
Deposits $ 2,170,526
Investments
Cash and cash equivalents 9,667
FDIC insured deposit multi-bank 1,062,103
Negotiable certificates of deposit 1,568,628
U.S. agency obligations 320,324 2,960,722
5,131,248
Included in the following statement of net position captions:
Cash and cash equivalents $ 459,802
Investments 2,960,722
Restricted assets:
Cash and cash equivalents 1.710.724
Total ' 3 5131248

Recurring Fair Value Measurement - the District categorizes its fair value measurements
within the fair value hierarchy established by the generally accepted accounting principles.
The hierarchy is based on the valuation inputs used to measure the fair value of the asset.
Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are
significant other observable inputs; Level 3 inputs are significant unobservable inputs.

The District’s above investments as of December 31, 2020, held by Baird as custodian,

excluding cash and cash equivalents, are categorized using quoted prices for similar assets in
active markets (Level 2 inputs).
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NOTE 3.

ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS

December 31, 2020
PROPERTY AND EQUIPMENT
Capital asset activity for the year ended December 31, 2020, was as follows:
Balance at Balance at
12/31/2019 Increases Decreases 12/31/2020
Capital assets not depreciated:
Land and land rights $ 314,512 $ 50 $ - $ 314,562
Construction work in progress o — - —
Total capital assets not
depreciated 14,51 50 - 314.562
Capital assets depreciated:
Communications equipment 55,248 - - 55,248
Distribution reservoir/standpipes 1,384,313 1,967,740 = 3,352,053
Hydrants 43,860 — - 43,860
Meters 1,767,408 126,995 - 1,894,403
Office building 560,378 - - 560,378
Office furniture and equipment 221,191 - - 221,191
Power operated equipment 847,382 — — 847,382
Pumping equipment 713,281 - - 713,281
Services 454,991 - - 454,991
Structures and improvements 1,230,921 - - 1,230,921
Tools, shop and garage equipment 68,427 12,801 T 81,228
Transmission/distribution mains 12,913,000 e - 12,913,000
Transportation equipment 329375 6.803 — 336,178
Total capital assets depreciated 20,589.775 2114339 - 22,704,114
Total capital assets 20,904,287 2,114,389 - 23,018.676
Less Accumulated Depreciation —
Balance at Balance at
_12/31/2019 Increases Decreases 12/31/2020
Communications equipment $§ 50,601 $ 1,859 $ - $ 52460
Distribution reservoir/standpipes 528,624 50,286 - 578,910
Hydrants 20,088 877 - 20,965
Meters 796,685 98,464 - 895,149
Office building 364,246 18,679 — 382,925
Office fumiture and equipment 167,828 13,717 - 181,545
Power operated equipment 549,004 63,049 - 612,053
Pumping equipment 196,764 14,266 - 211,030
Services 253,157 9,100 - 262,257
Structures and improvements 68,313 24,618 - 92,931
Tools, shop and garage equipment 40,515 5,021 e 45,536
Transmission/distribution mains 5,411,989 258,260 — 5,670,249
Transportation equipment 279,202 20.179 — 299,381
Total accumulated depreciation 8,727,016 578375 . 9,305,391
Total capital assets, net $12,177.271 $.1,536,014 £ = $13.713,285
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ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE4. LONG-TERM DEBT

Long-term debt consists of the following Serial Water Revenue Bonds, issued
through USDA Rural Development, payable from bond and interest fund assets, and
term loans from Kentucky Rural Water Finance Corporation and Kentucky
Infrastructure Authority.

Series of 2006 due annually with principal payments of
$27,500 for 2020, plus interest at 4.5%. Principal
payments vary until final maturity, 2046. $ 1,353,500

Series of 2012 due annually with principal payments of
$13,500 for 2020, plus interest at 3%. Principal
payments vary until final maturity, 2052. 722,500

Total Serial Water Revenue Bonds 2,076,000

Kentucky Rural Water Finance Corporation, term loan
with principal payments of $25,000 for 2020, plus
interest at 4.30%. Principal payments and interest
rate vary until final maturity, 2022, 50,000

Kentucky Rural Water Finance Corporation, term loan
with principal payments of $105,000 for 2020, plus
interest at 3.20%. Principal payments and interest rate
vary until final maturity, 2038. 2,210,000

Total Kentucky Rural Water Finance Loans 2,260,000

Kentucky Infrastructure Authority (KIA), term loan
#F19-025 ($2,450,000 loan amount authorized,
$2,155,634 loan proceeds disbursed to District
as of December 31, 2020); interest at 2% payable
June 1 and December 1, beginning December 1,
2020; principal due in semi-annual installments on
June 1 and December 1 for twenty-year loan term,
commencing within twelve months from initiation

of project operations (estimated December 1, 2021). 2,155,634
Total Long-Term Debt 3 6491634
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ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS

December 31, 2020

NOTE 4. LONG-TERM DEBT (Continued)

The following is a summary of changes in long-term debt for the year ended

December 31, 2020:

Balance at
12/31/2019 _Increases
Long-term debt:
Series of 2006 $1,381,000 $ -
Series 0£2012 736,000 -
Ky. Rural Water,
mature 2022 75,000 -
Ky. Rural Water,
mature 2038 2,315,000 —
KIA loan, 2020 - 2.155.634
Total long-term
debt $4.507,000 $2,155.634

Balance at Amounts Due

_Diecreases 12/31/2020 in One Year
($ 27,500) $1,353,500 $ 28,500
( 13,500) 722,500 14,000
{ 25,000) 50,000 25,000
( 105,000) 2,210,000 105,000
—_ 2,155,634 24.657
$171.000) $6.491,634 3 197,157

The annual debt service requirements to maturity, including principal and interest,
for long-term debt as of December 31, 2020, are as follows:

Year Ending December 31
2021
2022
2023
2024
2025

2026 — 2030
2031 —-2035
2036 — 2040
2041 ~ 2045
2046 — 2050
2051 - 2052

Total

21~

Serial Water Revenue Bonds
__Principal _Interest
$ 42500 $ 81,731
44,000 79,995
45,500 78,195
47,500 76,324
49,500 74,370
279,500 339,54
341,000 276,787
415,500 199,920
508,500 1146,431
234,500 23,779
68.000 2058

$2.076,000

1.338



ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS

December 31, 2020

NOTE 4. LONG-TERM DEBT (Continued)

Year Ending December 31
2021

2022
2023
2024
2025
2026 2030
2031 -2035
2036 —-2038
Total

Year Ending December 31
2021

2022
2023
2024
2025
2026 - 2030
2031 —- 2035
2036 ~ 2040
2041
Total

Year Ending December 31
2021

2022
2023
2024
2025
2026 — 2030
2031 -2035
2036 — 2040
2041 - 2045
2046 — 2050
2051 ~ 2052
Total

Kentucky Rural Water Loan

Principal Interest
$ 130,000 $ 82,785
135,000 78,401
110,000 74,289
115,000 70,519
120,000 66,404
660,000 261,390
650,000 132,935
340,000 87.370
$ 2,260,000 $ 854093

KIA Loan

Principal Interest
$ 24,657 $ 41,598
90,341 42,170
92,157 40,354
94,009 38,502
95,899 36,612
509,193 153,361
562,466 100,088
621,313 41,242
65,599 656
$ 2,155,634 3494583

Total Long-Term Debt

Principal Interest
$ 197,157 $ 206,114
269,341 200,566
247,657 192,838
256,509 185,345
265,399 177,386
1,448,693 754,295
1,553,466 509,810
1,376,813 328,532
574,099 106,087
234,500 23,779
68,000 2,055
$ 6,491.634 $_2.686,807



NOTE&.

ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

DEFINED BENEFIT PENSION PLAN

Effective January 1, 1999, the District adopted a defined benefit pension plan. The
plan is a single-employer plan, administered by the District. Assets of the plan are
invested primarily in equity mutual funds. Amended effective December 31, 2015
and adopted December 1, 2015, membership in the plan and applicable benefit
provisions, annual pension costs and actual assumptions are as follows:

Eligibility Factors, Contribution Methods, and Benefit Provisions:

Provision

a. Eligible to participate

b. Contribution Requirements:
Authorization
Actuarially Determined
Employer Rate
Employee Rate

c¢. Period Required to Vest

d. Eligibility for Distribution

¢. Benefit Determination Base

f. Benefit Determination Method

g. Form of Benefit Payments

Employees covered by benefit terms

As of December 31, 2020

Full-time employees age 21 or greater, with
six months minimum service. The plan was
closed to new entrants effective December
31, 2015.

By Board of Directors

Yes

32.0% of covered payroll

0.00% - employees cannot contribute

20% a year after 2 years (100% after 6 years)

Plan anniversary nearest age 65 and the completion of
S years of participation.

Highest consecutive 5-year average salary over all
service. Annual salary up to $210,000 considered.
75% of compensation (see determination base, above)

Single life annuity. Qualified joint and survivor
annuity is the required standard option.

At the measurement date of December 31, 2020, the following employees were covered

by the benefit terms:

Retirees
Terminated — Vested
Active employees

o0 [ W



NOTE S.

ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

DEFINED BENEFIT PENSION PLAN

Contributions — The board of commissioners establishes amounts based on an
actuarially determined rate recommended by an independent actuary. The actuarially
determined rate is the estimated amount necessary to finance the costs of benefits
earmned during the year, with an additional amount to finance any unfunded accrued
liability for past service costs. For 2020, the District’s contributions were
approximately 32.0% of annual covered payroll.

Net Pension Liability

The District net pension liability was measured as of December 31, 2020, and the
total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of December 31, 2020.

Actuarial Cost Methods and Assumptions

COST METHOD: The “entry age normal cost method” has been used in
determining retirement cost.

PRE-RETIREMENT '

MORTALITY: Deaths have been projected on the basis of the Pub-G

2010 Mortality Table, projected generationally with Scale
MP 2020. Mortality rates at a few sample ages are:

MORTALITY RATES PER 100
Males Males Females Females
Age 2030 2040 2030 2040
25 0326 0286 0110 .0100
30 0499 .0440 0208 0181
35 0706 0619 0320 0281
40 .0894 0787 0431 .0381
45 .1062 0937 0548 0482
50 .1383 1222 0742 0655
55 .1993 1758 1159 1019
60 3044 2672 .1799 1576



ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE 5. DEFINED BENEFIT PENSION PLAN (Continued)

POST-RETIREMENT
MORTALITY: The Pub-G 2010 Mortality Table, projected generationally
with scale MP 2020 was used. The life expectancy
according to this table is as follows:
Males Males Females Females
Age 2030 2040 2030 2040
55 31.86 32.65 34.44 3513
65 21.87 22.61 24.25 2492
75 13.52 14.08 15.37 15.89
VOLUNTARY
TERMINATIONS: We have assumed that voluntary terminations will be in
accordance with the following sample rates:
AGE TERMINATION RATE PER 100
25 14.87
30 9.89
35 6.89
40 2.79
45 1.66
50 44
55 .00
EXPECTED RETIREMENT Retirement was assumed to occur on the Normal
PATTERNS Retirement Date.
ASSUMED INVESTMENT
RETURN: 6.5% annually, pre-retirement.

5.5% annually, post-retirement.

This is equivalent to a single 5.86% rate.
SALARY/GROWTH: 4.5% annually.
Cost of Living Adjustment (COLA)
The board of trustees has the right to declare ad hoc cost of living adjustments
(COLA) each year, but are not required to do so. The history of COLA’s granted, in

the opinion of the actuary, makes the COLA substantively automatic, and a 3%
COLA is included in the determination of the Total Pension Liability.
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ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE 5. DEFINED BENEFIT PENSION PLAN (Continued)
Long-Term Expected Return on Plan Assets

The Long-Term Expected Rate of Return on pension plan investments was
determined using a building block method in which best-estimate ranges of expected
future real rates of return. The target allocation and the long term expected rates of
return are shown in the table below:

Long-term Expected Real
Asset Class Target Allocation Rate of Return

Domestic Fixed Income 40% 1.75%
International Fixed Income
Domestic Equity 60% 5.50%
Foreign Equity
Cash

Subtotal 100% 4.00%
Assumed Inflation 2.50%

Total 6.50%

Single Discount Rate

A discount rate of 6.50% was used before retirement and 5.50% after retirement. This
translates to a single discount rate of 5.86% used to measure the Total Pension
Liability.

Regarding the sensitivity of the Net Pension Liability to changes in the single
discount rate, the following presents the plan’s net pension liability, calculated using
a single discount rate of 5.86%, as well as what the plan’s net pension liability would
be if it were calculated using a single discount rate that is 1-percentage point lower
or 1-percentage point higher.

1% Current 1%
Decrease Discount Rate Increase
4.86% 5.86% 6.86%
Total Pension Liability $ 701,478 $ 612,463 $ 538,102
Net Pension Liability $ 267,420 $ 178,405 $ 104,044
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ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE 5. DEFINED BENEFIT PENSION PLAN (Continued)

Changes in the Net Pension Liability

Total Plan Net
Pension Fiduciary Pension
Liability Net Position Liability
Balances at 12/31/2019 $ 524906 $ 335868 $ 189038
Changes for the year:
a) Service cost 38,701 38,701
b) Interest 35,186 35,186
c) Differences between
expected and actual
experience ( 6,217) { 6,217)
d) Employer contributions 62,189 ( 62,189
¢) Employee contributions
f) Netinvestment income 41,867 ( 41,867
g) Benefits and refunds ( 5,866) ( 5,866)
h) Admin expenses
i) Assumption change 25,753 25,753
j) Other
Net changes 87.557 98,190 (__10.633)
Balances at 12/31/2020 $ 612,463 434,058 3 178405

27-



ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTES. DEFINED BENEFIT PENSION PLAN (Continued)

GASB 68 Pension Expense and Deferred Qutflows/Inflows

For the year ended December 31, 2020, the Allen County Water District recognized
pension expense of $38,183. At December 31, 2020, the Water District reported
deferred outflows of resources and deferred inflows of resources related to pensions

from the following sources:
Deferred Deferred
Outflows of Inflows of
Resources Resources
Difference between expected and
actual experiences $ 8,083 $ 94,805
Changes of assumptions 38,034 -
Net difference between projected and
actual earnings on pension plan
investments 43,701 58,234
Total $ 893818 $153.039
Pension Expense/(Income) under GASB 68
2020
1. Service cost $ 38,701
2. Interest on total pension liability 35,186
3. Current period benefit changes -
4. Offset for employee contributions -
5. Projected earnings on plan assets ( 23,661)
6. Other changes in plan net position -
7. Rec. of outflow (inflow) due to liabilities ( 9,991)
8. Rec. of outflow (inflow) due to assets ( 2.052)
9. Total pension expense (income) $ 38,183
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ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTES. DEFINED BENEFIT PENSION PLAN (Continued)

Summary of Balance Sheet Items

A) B) ©) D)
Deferred Deferred
Net Pension  Outflow of (Inflow) of Total Assets

(Liability) Resources Resources (A)HB)YHC)

1. Balance at 12/31/19 ($ 189,038) $ 94,084 ($ 170,678) (§ 265,632)
2. Contributions during

measuring period 62,189 62,189
3. Pension expense ( 50,226) ( 30,019 42,062 ( 38,183)
4, Addition to deferred

outflows ( 25,7583) 25,753 —
5. Addition to deferred

inflows 24423 (__24423) -
6. Balance at 12/31/20 (8 178.405) § 89818 G__53039) (¢ _241.626)

GASB 68 Pension Expenses and Deferred Outflows/Inflows

Amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized in pension expense as follows:

Net deferred

Outflow of

Year ending December 31: Resources
2021 (3 12,545)

2022 ( 3,234)

2023 ( 25,085)

2024 ( 13,638)

2025 ( 5851
Thereafter (_2.86%)

Total (§.63.221)
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NOTE 6.

NOTE 7.

ALLEN COUNTY WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2020

RETIREMENT PLAN (457 PLAN)

The District established a 457 (b) plan. All new hires of the District will be eligible
for the matching provision of the plan while current employees, eligible for the
defined pension plans, may invest in the plan but are not eligible for the matching
provision. Those new hires eligible for the matching provision of the plan are not
eligible for the District’s defined benefit plan.

RISK MANAGEMENT

During the course of normal business operations, the District is exposed to various

- risks of loss from catastrophic occurrences. The District has purchased third party

NOTE 8.

insurance, with a deductible of $500, to limit the risk of catastrophic loss.

SUBSEQUENT EVENTS

In October, 2019, the District accepted bids from Southern Contractor of KY, LLC
($281,900) and Caldwell Tanks, Inc. ($1,674,000) for water lines and new elevated
water tank project. Total initial estimated project costs of $2,450,000 have been
financed in 2020 by a loan from the Kentucky Infrastructure Authority (KIA), dated
March 2, 2020.

As of December 31, 2020, KIA loan draws totaled $2,155,634 relating to project
financing. In November, 2020, the District received approval from KIA to use
residual KIA loan funds from water tank project for the installation of waterlines to
improve service to existing District customers. An additional KIA loan draw request
of $103,910 was submitted by the District in April, 2021.

Covid-19

The COVID-19 outbreak in Kentucky has resulted in mandated and voluntary
closings of retail, commercial, and industrial customers within our service area. As
directed by the Kentucky Public Service Commission, the Water District has
suspended disconnections for non-payment, late charges will be waived, and payment
arrangements are being made to assist customers during the outbreak. While the
disruption is currently expected to be temporary, there is considerable uncertainty
around the duration of the closings. The extent of the impact of COVID-19 on our
operations and financial performance will depend on certain developments, including
the duration, the impact on our customers, employees, and daily operations. At this
point, the extent to which COVID-19 may impact our financial condition and
operations is uncertain.
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REQUIRED SUPPLEMENTARY INFORMATION



Schedule of Required Supplementary Information
Schedule of Investment Returns

- Anpeal -
FY ending Money-weighted -
December 31, Rate of Return

2011 -1.3%
2012 12.1%
2013 20.1%
2014 7.4%
2015 02%
2016 6.3%
2017 10.4%
2018 -3.3%
2019 16.0%
2020 11.5%

The amounts shown are net of investment expenses.

The actuary calculated these rates with the information that was provided, therefore, these rates
are annual money-weighted. Monthly moncy-weighted returns are not available, and the
difference between the above and monthly money-weighted returns is estimated to be
insignificant.
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1025 Collega Street
Zowling Gieen, XY 42101
'ral 2708520244
Teh 270.782.5468

| KIRBY & MOORE, LLP

| e —————

CERTIFIED PUBLH:: LOCOUNTANTS

T i e 5 i+

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

To the Commisstoners of Allen County Water District:

We have aundited, 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, the financial statements of
Allen County Water District ( the “District™) as of and for the year ended December 31, 2020, and
the related notes to the financial statements, which collectively comprise the District’s basic
financial statements, and have issued our report thereon dated May 18, 2021.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District’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 the District’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the District’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
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the District’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or 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. We consider the deficiencies described in the
accompanying schedule of financial statement findings as 2020-1 and 2020-2 to be material

weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’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.

Allen County Water District’s Response to Findings

The District’s response to the findings identified in our audit is described in the accompanying
schedule of financial statement findings. The District’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion
onit.

Purpose of this Report

This 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
District’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 District’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

[ Con 2/ bona 12T

Bowling Green, Kentucky
May 18, 2021
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ALLEN COUNTY WATER DISTRICT

SCHEDULE OF FINANCIAL STATEMENT FINDINGS
For the Year Ended December 31, 2020

e 2020-1 Internal Controls

Condition: The District does not have in place procedures for internal control which would
prevent or detect a misstatement of the financial statements,

Criteria: The internal control structure should be such that misstatements in the District’s
financial statements are prevented, or detected and corrected, on a timely basis. Significant
proposed audit adjustments were made to cash, capital assets, accounts payable, accrued
liabilities, long-term debt, revenues and expenses.

Cause: Certain internal controls were not in place to prevent, or detect and correct, material
misstatements.

Effect: Financial statements could contain material undetected errors.

Audit Recommendation: We recommend controls over the financial close process be reviewed
to ensure significant amounts are reported correctly and timely in the District’s financial
statements.

Management Response: The office manager will, in the future, have a closer review of the
year-end closing process and ask for technical guidance in areas that are needed in the year-
end financial close process.

e 2020-2 Financial Reporting

Condition: The District does not have control over the preparation of the financial statements,
including footnote disclosures, which would prevent or detect a misstatement in the financial
statements. The independent auditor cannot be a compensating control for the client.

Criteria: Statement on Auditing Standards (SAS 115) states that a control deficiency exists
when a District does not have controls in place which would prevent or detect a misstatement
in the financial statements.

Cause: Available funds do not allow for such staffing.

Effect: Lack of accountability and possible misstatement of financial statements, including
footnote disclosures.

Recommendation: The District should designate an individual who possesses suitable skill,
knowledge, and/or experience to review the financial statements, including footnote
disclosures, and take responsibility for these financial statements.
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ALLEN COUNTY WATER DISTRICT

SCHEDULE OF FINANCIAL STATEMENT FINDINGS (Continued)
For the Year Ended December 31, 2020

e 2020-2 Financial Reporting (continued)

Views of Responsible Officials and Planned Corrective Actions: It is not feasible for the
District to invest the resources for a member of the financial accounting staff to obtain the
training necessary to obtain the knowledge related to Governmental Accounting Standards
Board (GASB) pronouncements and to remain current with this knowledge. Management was
instructed adequately to have the knowledge necessary related to GASB pronouncements as it
relates to the financial statements and footnotes to accept responsibility for them.



