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4 Abner & Cox, PLLC

CERTIFIED FUBLIC ACCOLUNTANTS

Independent Auditors” Report

To the Commissionars
Cumberand County Water District
Burkesvills, Kenfucky

Opinian

We hawve audited the accompanying financial statements of Cumberland Cownty Water District, which comprise
the statements of net position as of Decamber 31, 2023 and 2022, and the related statements of revenues,
expenses, and changes in net position and cash flows for the years then ended, and the related notes to the
financial statements, which collectively comprise Cumberland Couwnty Water District’s basic financial statements.

In owr opindon, the financial statements refermed fo above present faidy, in all material respects, the financial
position of Cuomberand Coundy Watber District, as of Decambser 31, 2023 and 2022, and the respective changes
in financial position, and cash flows thereof for the yaars then ended in accordance with accounting principles
generally accepted in the United States of Amarica,

Basgis for Opinion

We conducted aur audit in accordance with auditing standards generally accepied in the United States of Amenca
and the standards applicable to financial awdits contained in Government Auditing Standards, issued by the
Comgtroller General of the United States. Our responsibilities under those standands are further described in the
Auditors’ Responsibiliies for the Audit of the Financial Statemenis section of our report. We are required to be
independant of Cumberand County Water District and to meet our other ethical responsibilities, in accordance
with the ralevant ethical requirements relating to our audit. We balieve that the audit evidence wa have obiained
is sufficient and appropriate to provide a basis for owr audit opindon.

Responsibilities of Management for the Financial Statements

Managemenl is respaonsible for the preparation and fair presentation of the financial stalements in accordance
with accounting prnciples generally accepted in the United States of America, and the design, imglamentation,
and maintenance of intemal contral relevant 1o the preparation and fair presentation of fnancial statements that
are free from material misstatement, whether due to frawd or ermor,

In preparing the financial statements, management ia required to evaluate whether there are conditions or evenis,
considered in the aggregate, that raise substantial doubt sbout Cumberland County Water District's ability to
conbinue as a going concarm within one year after the date that the financial statements are available to be Bsued.

Auditors’ Responsibilities for the Audit of the Financial Sfatements

Our obgectives are to oblain assurance aboul whathar the fnancial stalemeants as a whole are frae from material
misstaternent, whether due o fraud or erred, and 1o issue an auditars’ report that includes cur oginion,
Reaganable assurance is a high kevel of assurance but is notl absalute assurance and therelone is not a guaraniee
that an audil conducted in accardance with generally accepted auditing slandards and Goverrment Auditing
Standards will always detect a malerial misstatement when it exists, The rsk of not detecting a material
misstaternent resulting frem fraud & higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentalions, or the override of intemal control. Misstatements are
considered material if there is a8 substantial likelinood that, individually or in the aggregate, they would influence
the judgment mads by a reasonable user based on the financial statements.
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In performing an awdit in accordance with generally accepted auditing standards and Govermment Auwditing
Blandard's, wa:

= Exercige professional judgment and maintain professional skepticism throwghout the audit,

= |dentify and assess the risks of materal misstatement of the fmancial statements, whether due to fraud
ar armar, and dasign and pedorm audil procedures responsive o those risks, Sech procedures include
auamining, on a lesi basis, avidencos regarding e amounis and disclosuras in the financal stalemenis,

= Dhtain an underatanding of internal controd relevant to the audit in order o deaign audit procedures thet
are appropriate in the circumstamces, but not for the purpose of expressing an opinion on the
sffectiveness of Cumberland County YWater District's intermal control. Accordingly, no such opinion is
exprassed.

=  Ewvaluale the appropriateness of accounting policies used and the reagonableness of significant
accounting estimates made by management, a5 well as evaluate the overall presentation of the financial
glatements.

= Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raisa substantal doubl aboul Cumberand Cownby Water Desirict's ability 1o conlinue as a going concam
for a reasanable penod of lime,

We are required o communicate with those charged with governance regarding, among other matiers, the
planned scope and tming of the audit, significant audst findings, and certain infernal controd related maiters that
wie [dentified during the audit,

Required Supplementary Information

Management has omitted the Management's Discussion and Analysis that accounting principles generalhy
accepted in the United Siates of America requires fo be presented to supplement the basic financial statemenis.
Such missing information, although not a part of the basic financial statements, is reguired by the Governmanial
Accounting Standards Board, who considers it o be an essential par of inancial reporing Tor placing the basic
financial statermants in an appropriale operational, econogmic, or hisloncal conbexl. Cur opinion on the basic
financial stalements is not allected by this missing informaticn,

Other Reporting Reguired by Government Auditing Standards

In accordance with Government Audifing Sftandsnds, we have also Issued cur report dated May 23, 20634 on our
consideration of Cumberdand County Water District's intermnal contral over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, confracts and grant agreements and other maitters,
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and thea resulls of that testing, and not to provide an opinion on imternal control over financial reporting
ar on compliance. That report is an integral part of an audit performed in sccordance with Govermment Auditing
Standards in considering Cumberand Couwnty Waler District’s internal conlral over financial reporting and
compliancs,

T Fhwer = Cowy L7

Abner & Cox, PLLG
London, Keniuwcky

May 23, 2024



Cumberand County Water District
Staterments of Met Position
Decamber 31, 2023 and 2022

Sssais

Current Assels
Cash amnd cash equivalents
Recaivabla, less allowance for doubdtiul

accounts of 568,499 and 568 499, respectively

Unbillad accounts raceivable

Imeentories

Prapaid axpansas

Bond sinking fund deposits
Tatal Current Assels

Marcurrent Assets
Restricted Assels
Cuslomer depasils
Depraciation resarves
Dbt and interast funds
Toial Restricted Ascseis

Capital Azsets
Land and improvements
Buildings and improvamenis
Equipment
Ciher waler systam assats
Transportation
Crffice furmiture and aguipment
Less: accumulated depreciation
MNet Capital Assels

Tatal Moncurrent Assels

Total Aszzels

See accompanying notes to financial statements.

2023 2022
$ 53,509 (6,734)
137 508 111,961
TX 4924 58, B34
72,801 93,167
132749 11,317
143,900 137 080
454,921 405,435
7093 4920
18,165 95,197
3,519 {87
FETIT 100,020
55,313 55,313
F33 BAT 233 837
71,088 371,088
11,463,010 11,463,010
370,066 370,066
G 445 62 445
(5,539,170} (5.230,819)
7,016,589 7,324,940
7,045,366 7,424 960
$ 7540287 § 7.830.395




Cumberand County Water District

Statements of Net Pasition (Conlinuad)

Decamber 31, 2023 and 2022

Liahilitias

Currant Liabilities
Current portion of long-term debi
Accounts payabla
Accrued interest payvable
Accrued salaries and taxes payable
Customer deposits

Tatal Currénl Liabililias

Moncurrant Liabilities
Long-term debt, less curment partion
inGluded in currant latilities
Unamortized bond premium
Tatal Moncurrent Liabilities

Total Liabilities

Mzt Posilion
Met investrment in capital assets
Rastricied

Lnrestricted
Taotal Met Position

See accompanying notes to financial statements.

023 22
¥ R2728 3 213815
94,187 168,403
41,350 26,748
a7 6e3 58,010
39,080 41,130
445,028 508,906
4,205,919 4,418,647
65,320 67,039
4,271,238 4 485,686
4,716,267 4.994 582
2,532 622 2625639
28 77T 100,020
262,621 110,144
§ 2824020 §  2.835.803




Cumberand County Water District

Staternents of Revenues, Expenses and Changes in Net Pasition
For the Years Ended December 31, 2023 and 2022

Ciparating Revenues
Water sales
Service charges
Other revenues

Total Operating Revenues

Operating Expenses
Salaries and wages
Emploves benefits
Purchasad waler
Litilities
Materials and supplies
Contracied services
Vehicle and equipment expenses
Insurance
Office expensas
Directors fees
Depreciation
Bad dabt expense
Other operating expenses

Total Gperating Expenses
Operating Income (Loss)
Mon-operating Revenues (Expenses)
Interest ncome
Interest expense
Tolal Mon-operating Revenues {Expenses)
Change in Nat Position

Met Position, Beginning of Year

Mt Posilion, End of Yaar

See accompanying notes to financial statements.

023 22
F 1,807 245 % 1,498,158
26,879 18,997
198,085 144 475
1,832,213 1,661,630
314,266 330,693
43,735 80,224
483,574 509,420
96,085 72,655
320,116 223 286
49,385 68,357
65,141 60,737
32523 26,039
6672 TieM
8,451 8,775
308,351 312 BhE
- 15,250
6,577 18,753
1,743 586 1,808 445
B8,327 (147 816)
157 837
(100,267 (ad 272
(100,110} (93,435)
{11,783) {241,251)
2 835,803 3077 054
2824020 1 2835803




Cumberand County Water District
Statements of Cash Flows
Far the ¥ears Ended December 31, 2023 and 2022

2023 022

Cash Flows From Operating Activities

Receipts from customers § 1,789326 0§ 1605643

Paymeanis to employeas (356.328) (404,951}

Payments to suppliers (1,134,346) {1,054, 196)
Met Cash Provided by Operating Activities 206,652 146 496
Cash Flows From Capital and Related Financing Activities

Purchasas of proparly, plant and aguipmeant - (25 588)

Principal paymenis on debi and bond sinking fund paymenis (220.425) (140,413}

Interast payments on debl (BT, 354) (122,520}
Met Cash Used by Capital and Related Financing Activities (307 809) [Z#892,521)
Cash Flows From Investing Activities

Interest income 157 837
Met Cash Provided by Invasting Activitias 157 BarF
Met Incraasa (Decreassa) in Cash and Cash Equivalants {11.000) (145, 188)
Cash and Cash Equivalants at Beginning of Year g3, 286 238 474
Cash and Cash Equivalents at End of Year g A2 286 % 03 288
Reconciliation of cash par Statement of Mel Pasition to

cash per Statement of Cash Flows:
Cash amnd cash equivalents 5 53,509 3 (5,734}
Customer deposits 7.093 4,920
Depreciation raserses 18,165 895,197
Debt and interest funds 3519 (97}
Cash and cash equivalents per Statement of Cash Flows 5 a2 286 % 03,2848

See accompanying notes to financial statements.



Cumberand County Water District
Statermants of Cash Flows (Continued)
For the Years Ended December 31, 2023 and 2022

2023 2022
Reconciliation of Operating Incoma (Loss) o Mat Cash
Provided by Operating Activities:
Oparating Income (Loss) 3 B& 327 2 (147.816)
Adjustments to reconcile operating incomea (loss) to net
cash provided by oparating aclivitias
Depreciation 308,351 312856
Bad Dabl Expenss - 15,260
[Increase) Decrease in operating assets
Accounts recaivable {25,54T) {53,067)
Unbilled receivables {15,290} {4,120)
Inveniony 20,366 (50,793)
Frepaid expenses (1,962} (2.276)
Increase [Decrease) in operating liabilites
Aocounts payable (75,218) G0, 496
Accrued salaries and laxes payable (327} 14 966
Customer deposits [2,050) 1,200
Met Cash Provided by Operating Activities 5 206652 3 146486

Sea accompanying notes bo financial statemenis.



Cumberand County Water Distrct
Motas to Financial Stateameanis
December 31, 2023 and 2022

Mote 1 — Summary of Significant Accounting Paolicies

Reporting Entify

Cumberland County Water District (the District) was organized on Movember 29, 1995 from the merger
of Marrowbone Water District and South Cumberand Water District. The merger was carried out in
accordance with a Merger Agreemant autharized by respective Resolutions of the Board of Water
Commissioners of South Cumberland and Marrowbone, approved by Order of the Public Service
Commission of Kantucky antered on February 24, 18985 undar tha pravisions of Section 74.363 of the
Kentucky Revised Statutes ("KRE") and approved by an Ordinance passed and adopted by the Fiscal
Couri of Cumberland County, Kentucky on May 9, 1985, The District is governed by a five-parson
board of Commissioners appointed by the Cumberdand County Fiscal Court. The District is regulated
by tha Kentucky Public Servica Commission.

The Disfrict is a rural wabar utility system whose purpose is bo establish, devalop, and operate a water
supply and distribution system for its members and customers in Cumberand County, Kentucky., The
District's primary source of revenua is from water salas to its customers, including public bodies and local
businesses in its service area

Basis of Accounting, Financial Presentation, and Measurement Focus

The basic financial statements of the District have been prepared in accordance with accounting principles
generally accepled in the United Stales of America ("GAAPT) as applied to governmental units. The
Governmental Accounting Standards Board ("GASE") is the standard-setting body for governmental
accounting and financial reporting. The GASBE periodically updates itz codification of the existing
Governmental Accounting and Financial Reporting Standards which, along with subsequent GASB
pranouncements [Statements and Inferpretations), constitutes GAAP for govammeanial units.

The District applies all relevant Financial Accounting Standards Board (FASB) pronouncements and
Accounting Principles Board (AFPB) opinions issued on or before Nowember 30, 1989, unless those
pronauncaments conflict or contradict GASE pronouncements, in which case, GASE pravails. |In addibian,
the District applies all applicable FASE Statements and Interpretations issued after Movember 30, 1989,
axcepi those that conflict with or contradict GASB pronouncements.

The Statement of Met Position and Statement of Revenuas, Expanses and Changes in Nat Position display
information about the District as a whole, These statements include all funds of the District.

The financial statements are prepared using the accrual basis of accounting. Revenues are
recognized whean earned and expensas are racorded whan a liability is incurred, regardless of the
timing of related cash flows

Operating income reported by the District includes revenues and expenses related o the continuing
aperation of water service for ifs customers. Principal operating revenueas are charges to customers
for services., Principal operaling expenses are the costs of providing the services and include
administrafive expenses and depreciation of capital assets. Othar revenues and espenses are
classified as non-operating in the financial statements,

Cash and Cash Equivalents

The District considers demand deposits and cerificates of deposit 1o be cash equivalents



Cumberand County Water Distrct
Motas to Financial Statamanis

December 31, 2023 and 2022

Mole 1 - Summary of Significant Accounting Palicsas | Continuead]

Accounts Receivabla

Recaivables include amouwnis due from customers for water sanvicas. These receivables are dus at the
time the services are billed and are considerad past due on the first day of the following month, Accounts
recaivabla are presented net of uncollectible accounts., The allowance amount is estimated using a
percentage of accounts past due more than 30 days, At December 31, 2023 and 2022, the allowance for
doubtful accounts was $68 499 and 568,499, respectively.

Unbillad Accounts Raceivable

Estimated unbillad revenuas from water sales ara recognized at the end of each fiscal year on a pro rata
basgis. The estimated amount is based on billing during the month following the close of the fiscal vear,

Imventories and Prepaid Expenses

Inventories consist of expendable supplies held for consumgption stated on a first-in, first-out basis. They
are reported at cost and are recorded as an expensa at the time individual items are used. Prepaid
expenses represent payments to vendors that benefit future reporting periods and are reporied on the
cansumption basis.

Capital Assets

The District's property, plant and eguipment with useful livas of mare than one year ara stated at historical
cost. The costs of normal maintenance and repairs that do not add to the asset value or materially extend
useful lives ara nof capitalizad. Capital assets are dapreciated using the straight-line method. Whean assets
are disposed, the cost and applicable accumulated depreciation are removed from the respective accounts,
ard tha resulting gain o loss is recorded in operations.

Estimated usaful lves for depraciable assats ara as follows:

Asset Classihication Range of Livas
Watar and sewer systam wlility plants 20-40 years
Buildings and improvemenis 10-40 years
Trucks and egquipmant 3-10 years
Office equipment 310 years
Customer Deposaits

The District collects and holds in escrow a 375 deposit from customers 1o ensure collecton of s water
chargas. Intarast at an annual rate of 0.002% is paid on these dapaosits.

Compensated Absences

Full-tima employeas receiva vacation leave basad on their years of continuous service, The District allows
employees to accumulate and carry over a maximum of 30 days of vacation fime, Emplovees are paid for
any unused vacation tima earnad in excass of 30 days at the and of the calandar yaar. Full-time emplayees
receive 6 davs of sick leave per year, Up o 20 days of sick leave may be accrued, Upon termination,
accumulated vacaftion leave will be paid to the amployes. Accumulated sick leave aof up to 20 days will be
paid o the employes upon termination,



Cumberand County Water Distrct
Motas to Financial Statamanis

December 31, 2023 and 2022

Mole 1 - Summary of Significant Accounting Palicsas | Continuead]

Met Pasition

Met position is comprised of the various nef eamings from oparating income, non-operating revenuas and
expenses, and capital contributions, Net position Is classified in the following three components:

Met investment in capital assets = This compaonent of net position consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances of any bonds, morigages, nofes or
ather borowings that are atiributable to the acquisition, construction or improvement of those assets.

Resiricted = This component of net position consists of resiricted assels less llabilities and deferred
infloows of resources ralated to those assels. Restrictad assets are those with limits an their uss that
are externally imposed constraints imposed by creditors (such as through debt covenants), grantors,
contribufors, or laws ar regulations of athar governmeants ar constrainis impased by law through
constitutional provisions or enabling legislation

Unrestricted = This component of net position consists of net amounis of the assets, deferred outfiows
of resourcas, liabilities, and defamad inflows of resourcas that are not included in the datermination
of the net investmeant in capital assets or the resiricted component of net position,

When an expense |5 incurred for purposes for which both restricted and wnrestricted net position are
availabla, the Commission would typically use restricied assets first, but reserves tha right to salectively
spend unrestricted assets first,

Lse of Estimates

The preparation of financial statements in conformity with generally accepled accounting principles requires
management to make estmates and assumptions that affact the reportad amounts of assets and liahilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounis of revenues and expansas during the reporting period.  Actual results could differ from those
estimates.

Note 2 - Restricled Assels

Under the terms of all loan resolutions, the District is required to maintain certain accounts and funds for
the banafit and protaction of the craditors. The balanca of these accounts at Decamber 31, 2023 and 2022
was 53,519 and 30, respectively. In addition, the District is also required to collect reasonable and sufficient
rates and charges for services rendered, prohibited from selling, leasing, or mortgaging any part of the
system without prior approval, required fo maintain the operaling system in good condition and o carry
adequate insurance on all properbes to protect against loss or damage.

The rasolutions requira the Distrct to astablish a depreciation fund or resarve (o ba used 1o finance the cost
of unusual repairs, renewals and replacements not included in the annual budget and to pay for future
system extensions. The balance of these accounts at December 31, 2023 and 2022 was 318,165 and
595,197, respectively

The balances of customer deposits held at December 31, 2023 and 2022 was 57,093 and 34,5920,
respectivaly.

10



Cumberand County Water Distrct
Motas to Financial Statamanis

December 31, 2023 and 2022

Moie 3 — Kentucky Revised Statuie

In accordancs with Kenfuecky Revised Statute (KRS) 914 060, the daposits are fo ba insured by the Federal
Depository Insurance Corporation o collateralized to the extent uninsured by any cbligations permitied by
KRS 41.240(4). According to KRS 41 24044}, the financial insfitution shall sither pladge or provide as
collatesal securities or ather abligations having an aggregate current face value or current guoted market
value at least equal to the dapaosits. According to KRS 66.480, tha District is allowed to invest in obligations
of the L3, Treasury and U5, agencies, repurchase agreements, obligations of the Commonwealth of
Kentucky and ils agancies, inferest bearing deposits of insured savings and loans, or intarast baaring
deposits of insured national or state banks, For additional cash descriptive information, see MNote 1.

Mote 4 = Custodial Credit Risk - Deposits

Cusiodial credit risk is the risk that in the event of a bank failure, the District's deposits may not be refurned
to it. Thea District doss not have a depaosit policy for custodial credit risk. Az of Decamber 31, 2023 and
2022, the District’s iotal deposits at banks of 3117061 and $98,176, respectively, were fully insured by the
FOIC.

Mole 5 — Capilal Assels
The following is & summary of capital asset transactons for the year ended Decamber 31, 2023:

Balance Balance
Dec. 31, 2022 Additions Dispositions Dec, 31, 3023

Land and improvaments & 55313 3 - 5 - 3 55,313
Building and improvemeants 233,837 - - 233,837
Equipment 371,088 - - 37,088
Oither waler syslem assels 11,463,010 = . 11,463,010
Transportation AT0, 66 - - AT0.0EE
Office furniture and equipment 62 445 - - 62 445
Constructian in process - - - -

Totals at histarical cost 12,555,758 = - 12,555,759

Less accumulaled depreciation for

Building and improsemants 170,436 5,081 - 175,527
Equipmant 324,981 762 - 332 333
Oiher water system assels 4,363,510 283,392 - 4,646, 902
Trangpartation 309,447 12,576 . F21,963
Oiffice furniture and eguipment G2, 445 - - G2 445
Total accumulated depreciation 5 230,814 308,351 N 5530170
3 724840 % (308351 % - 3 7.016.589

11



Cumberand County Water Distrct
Motas to Financial Statamanis

December 31, 2023 and 2022

Mole 5 — Capital Assals | Continuad)]

The fallowing is & surmmary of capital asset transactions for tha year ended Decamber 31, 2022:

Balance Balanca

Dec. 31, 2021 Additions Dispositions Dec. 31, 2022
Land and improements 3 55313 & - 5 5 55,313
Building and improvemeants 233,837 - 233,837
Equipmenit 341,500 &4 588 ar1,088
Dihes waler syslem assels 11,463,010 - 11,463,010
Transpaortation 370 086 - 370,086
Office fumiture and equipment 62 445 - &2 445
Congtruction in process - - -
Totals al histoncal cosl 12,526,171 Z59,588 12,555,759
Less accumudated depreciation for
Buwilding and improvamenis 166,345 5,08 170,436
Equipment 317752 T.229 324,081
Cither water system assets 4,078,513 284 047 4 353 510
Transpariation 2594 108 15,339 309,447
Office fumiture and equipment G2.445 - 62,445
Total accumuated depreciation 4,918,163 312 656 5,230,815

3 7,608,008 3 (283.068) 3 5 7,324,540

12



Cumberand County Water Distrct
Motas to Financial Statamanis

December 31, 2023 and 2022

Moie 6 — Long-Term Dehbt

The fallowing is & surmmary of long-tarm debt transactions for the year endad Decembar 31, 2023:

Balance
Dec. 31, 2022

Additions

Fayments

Balance
Dec. 31, 2023

Cuse Within
Cne Year

Laan payable to Kentucky

Rural Water Finanda

Corporation, principal and

interest, at the rate of 4% to

4.5%, payable on a semi-

annual basis, with final

payrment due January 1, 2031 § 51,500

Loan payable to Kentucky
Rural Water Finance
Corporation, principal and
interest at the rafe of 2.375%
to 4.25%, payable on a semi-
annual basis, with final

payment due January 1, 2049 1 465 000

Loan payable to Kentucky

Infrastructune Authorly,

principal and inferest, at tha

rate of 0.75%, payable on a

sami-annual basis, with final

payrment due Decembes 1,

2036 G5, 120

Variows bond ssues payable

to United States Department

of Agricufture, principal and

interast payable annually in

varying amounts, interest rates

ranging from 1.675% fo 5.0%,

with finsal pay rment due in

2058, secured by waler

distribution system 2 460, 000

Loan peyable to equipment

wvendor, principal (0% intereat)

peyable monthly, with final

payment due June 2024 20,134

100,000

43,192

52,000

13,423

5 46,000

1,365,000

o087, 25T

2,408,000

6,711

105,000

43,8517

6,711

5 4,632 62

5 213,615

5 4415647

5 212,728

13



Cumberand County Water Distrct
Motas to Financial Stateameanis
December 31, 2023 and 2022

Moie 6§ — Lang-Term Debt {Continuad )

The fallowing is & surmmary of long-tarm debt transactions for the year endad Decembar 31, 2022:

Balancs
Dec. 31, 2021

Additions

Laan payable lo Kenlucky

Fural Waler Fingmsa

Corporation, principal and

interast, at the rate of 4% 1o

4.5%, payabls on a semi-

annual basls, with final

payment due January 1, 2031 & 56 e

Loan payable to Kentucky
Rural Water Finance
Corporation, principal and
interest at the rate of 2.375%
1o 4, 25%, payable on a semi-
annual basis, with final

payrment due January 1, 2049 1,580,000

Loan payable to Kentucky

Infrastructure Authority,

principal and interesi, at the

rabe of 0.75%, payable on a

semi-annual basis, with final

payrmenl due December 1,

2058 G, 90

Various bond ssues payable

1o United States Departrent

af Agricutiure, prAncipal and

interest payvable annualky in

varying amounts, interest rates

ranging from 1.675% to 5.0%,

with final paymant due in

2058, secured by waler

distribution systeam 2,510,000

Loan payable to equipment

vendor, principal (0% interest)

payable monthly, with final

peyrnent due June 2024 A3, 857

Fayments

Balance
Dec. 31, 2022

Dz Within
Cine: Year

-] 5,000

05,000

42,870

50,000

13,423

5 51,908

1,465,000

635,120

2,460,000

20,134

100,000

43,162

H2,000

13,423

5 4,038 555

5 206,203

5 4632262

5 213,615

14



Cumberand County Water Distrct
Motas to Financial Stateameanis
December 31, 2023 and 2022

Moie 6§ — Lang-Term Debt {Continuad )

The aggragafe annual principal rapaymants on lang-term debt are summarized as follows:

Year Ending
Decembar 31, Principal Interast Tatal

2024 & 21273 % 88,201 % 310,829
2025 208,343 91 9097 300, 340
2026 194,173 8&,0ea 280,261
2027 162,405 B0, 7T 263,162
2028 178,840 75,795 254,635
2028-2033 893,208 30626 1,203,924
2034-2038 782,360 217,372 999,732
2038-2043 587,000 147,927 744,927
2044-2048 509,000 BE. &3 525,831
2049-2053 408, 000 63,518 471,518
2054-2058 211,500 100526 222 026
2058-2063 41,000 585 41,585
Tatal § 4418647 5 1,270,223 § 5638870

Mote ¥ — Retirement Flan

The District paricipatas in & defined contribution refirement plan through Kentucky Public Employeses &
Deferred Compensation Authorly. Prior 1o 2015, the District contributed 1% during the first vear of
amployment, adding 1% 2ach year up to & maximum of 5%, Starting in 2015, the District no longar
contributes 1o the emplovees' plan. Retirement plan expense for 2023, 2022, 2021 and 2020 was 30 each

YEar.

Moie 8 — Risk Management

The District is exposed to various risks of loss related to limited toris; theft of, damage o and destruction
of assaels, errors and omissions and natural disasters for which the District carmes commercial insurance,
There hawve been no significant reductions in covaragea for the year and sattlements have not excesdad
coverage in the past three years.

Mote 9 - Subseguent Events

Management of the District has evaluated subsequent events through May 23, 2024, the date on which the
financial statements were available o be issued.
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4 Abner & Cox, PLLC

-~ ERT FIUUBLIC ACCOLINT

Independent Auditors” Report on Intermal Control Over Financial Reporting
and on Complianca and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standanas

Ta tha Commissioners
Cumberand Gounty Water District
Burkesville, Kenfucky

We have auditad, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to the financial audits contained in Government Auditing Standards issued by
the Comptroller General of the United States, tha financial statemants of the businsss-typa activities of
Cumberand County Water District, as of and for the vear ended December 31, 2023, and the related notes
to the financial statemants, which collectively comprise Cumberland County Water Districi's basic financial
staterments, and have issued our report thereon dated May 23, 2024,

Internal Control Cver Financial Reporting

In planning and performing our awdit of the financial statements, we considered Cumberdand County Water
District's intarmal contral ovar financial reporting {intarmal confral) o determineg the audit procaduras thatl
are appropriate in the circumstances for the purpese of expressing our opinkon 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 nold express an opinkon on the effectiveness of the District's intemal contral.

A deficiency in internal controd exists when the design or operation of a control does not allow management
ar employesas, in the normal coursa of performing their assigned functions, to prevant, or detect and cormect
misstatemnents on a timely basis, A materal weakness is a deficlency, or a combination of deficiencies, in
infernal control such that there is a reasonabla possibility that a matanal misstatermant of the antity's
financial statements will mot be prevented, or detected and cormected on a timely basis. A& significant
deficiency is a deficiency, or a combination of daficiancies, in infernal contral that s lass sevara than a
material weakness, yet important enowgh to merit attention by those charged with governance

Owr consideration of intemal control was for the limited purpese described in the first paragraph of this
saction and was not designed to identify all deficiencies in internal control that might be matarial
weaknesses or significant deficlencies and, therefore, material weaknesses o significant deficiencies may
axist that were not identified. Given thase limitations, during our audit we did not identify any deficiencies
ininternal control that we consider 1o be material weaknesses, We did identify cerain deficiencies in intermal
cantrol, described in the accompanying schedule of findings and responses as items 2023-1 and 2023-2
that wie consider to be significant deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Cumberdand County Water District's financial
slatermants are free from materal misstatamant, we performed tests of is complianoe with carain
pravisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and matanal affact on tha determination of financial statement amounts. Howaver, providing an
apinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not
axpress such an opinion. Tha results of our tests disclosed an instances of noncompliance or ofhar mattars
that are required to be reporied under Government Auditing Sfandards and which is described in the
accompanying schadule of findings and responses as itam 2023-3.

175 Fast Fourth Street, POL Box 901, London, KY 40743
lel: G0G-8T8-08&T ¢ Fax: GlG-Béad- 3003
www, abnerandeoy, com
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Cumberand County Water District's BEesponsa to Findings

Cumbearand County Water District’s responsa to the findings idantified im our awdit is dascribed in the
accompanying schedule of findings and responses, Cumberland County Water District's response was not
subjected to tha auditing procedures applied in the audit of the financial statemeants and, accordingly, we
EXprEss no apinion on it

Purpose of this Repord

The purpose of this report s solely to describe the scope of cur testing of internal contral and compliance
and tha result of that festing, and not to provida an opinion on the efiectiveness of the antity’s intamal
contred or on compliance, This report is an integral part of an audit performed in accordance with
Govermment Awdiling Standards in considaring the entity's intermal confral and compliance. Accordingly,
this communication is not suitable for any other purpose,

7 Phner v Cor; PLIT

Abner & Cox, PLLGC
London, Kentucky

May 23, 2024
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Cumberand County Water District #1
Schedule of Findings and Rasponses
December 31, 2023

A Findings = Financial Statement Audit
20231

Criteria;

As discussad in Sfandards for Interral Confegd in the Federal Government published by tha General
Accounting Office of the United States, internal control is an integral componant of an organization's
management that providas reasonable assurance that an objeciive of raliabde financial reporting is being
achieved, Organizations should implement procedures to ensure this objective is achieved,

Condition:
Dwring the audit procedures performed, instances of this objective not baing completely achieved were

ncted,

Cause:
The size of tha Water District's office staff doss not allow proper sagregation of duties in the areas of cash
receipts, billing, accounts recedvable, and payroll

Effect:
This condibon craates a weakness inintarnal confrols which could result in unauthorized transactions baing
processed,

Views of responsible officials and planned corrective actions:
The Dustrict feels that it wowld not be cost beneficial fo hire the personnel required fo complefe these fasks.

2023-2

Criteria:

Az discussed in Standards for internal Condrod in the Federal Govermnment published by the General
Accounting CHfice of the United Statas, infernal contral is an integral componant of an organization's
management that provides reasonable assurance that an objective of reliable financial reporting is being
achievad. Organizations should implement procedurss o ensure this objective is achievad.

Condition:
During the audit procedures performed, instances of this objective not being completely achieved were
nobad.

Causea:

Due to limited intemal regources, the District's general ledger accounis are not being reviewed and adjusted
to supporting detail on a regular monthly basis to aensura that all fransactions are being recordad and
account balances are accurate,

Effect:
This condition prevants managamant and the Board from having accurate, reliable financial information an
an angoing basis in order to make informed decisions about the financial affairs of the District,

Views of responsible officials and planned corrective actions:

The Disfnct agress thal improvements need fo be made in financial accounting and reporling and will
congider hiring someane o review the general ledger balances on & quarterly basls and provide fraining o
fhe currant staff until they can maintain the ganaral ledger accuwralaly on their cwn.
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Cumberand County Water District #1
Schedule of Findings and Rasponses
December 31, 2023

2023-3

Criteria:
Under the tarms of lkoan agreaments, the District is required o maintain accounts with minimum balances
ba=zed on outstanding loan balances and advances,

Condition:
Af December 31, 2023, the District doss not have sufficient amounts on deposit based on the loan
agreements.

Cause:
The District did not have available cash o maintain the required balanceas.

Effect:
The Distrrict failed to comply with the loan covenants.

Views of rezponsible officials and planned corrective actions:

The Disfact plans to gel in compiianee with fhe loan covenants as soon a5 possible and maindain the
required balances on depasit,
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