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McCREARY COUNTY WATER DISTRICT, 
WATER AND SEWER DIVISIONS 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
DECEMBER 31, 2019 AND 2018 

Our discussion and analysis of the McCreary County Water District, Water and 
Sewer Divisions' financial performance provides an overview of the Company's 
financial activities for the years ended December 31, 2019 and 2018. This 
information is presented in conjunction with the audited financial statements 
that follow this section. 

Financial Highlights 

For the year ended December 3J_, 2019, total operating and non-operating 
revenues (including capital contributions) totaled $4,714,380 and operating 
expenses and non-operating expenses amounted to $6,252,102, creating a 
decrease in net position of .$1,537,722. At year end, net position totaled 
$24,280,590 of which $26,587,542 (net of related debt) was invested in 
capital assets, and $698,147 was restricted for debt service and 
construction. This left a net amount of $ (3,005,099) of unrestricted net 
position. 

For the year ended December 31, 2018, total operating and non-operating 
revenues (including capital contributions) totaled $4,548,477 and operating 
expenses and non-operating expenses amounted to $6,223,385, creating a 
decrease in net position of $1,674,908. At year end, net position totaled 
$25,818,312 of which $27,457,965 (net of related debt) was invested in 
capital assets, and $721,751 was restricted for debt service and 
construction. This left a net amount of $(2,361,404) of unrestricted net 
position. 

Overview of the Financial Statements 

This report consists of Management's Discussion and Analysis, Financial 
Statements and Supplementary information. The Financial Statements include 
notes which explain in detail some of the information included in the 
Financial Statements. 

Required Financial Statements 

The financial statements of McCreary County Water District, Water and Sewer 
Divisions report information of the Company using accounting methods similar 
to those used by private sector companies. These statements offer short and 
long-term financial information about its activities. The Statement of Net 
Position includes all of utility's assets and liabilities and provides 
information about the nature and amounts of investments in resources (assets) 
and the obligations to utility creditors (liabilities). It also provides the 
basis for evaluation of the capital structure of the utility and assessing 
the liquidity and financial flexibility of the utility. 

All of the current year's revenues and expenses are accounted for in the 
Statement of Revenues, Expenses and Changes in Net Position. This statement 
measures the success of the utility's operations over the past year and can 
be used to determine whether the utility has successfully recovered all its 
costs through its user fees and other charges, profitability and credit 
worthiness. 

The final required financial statement is the Statement of Cash Flows. The 
statement reports cash receipts, cash payments, and net changes in cash 
resulting from operations, investing and financing activities and provides 
answers to such questions as where did cash come from, what was cash used 
for, and what was the change in the cash balance during the reporting period. 



McCREARY COUNTY WATER n i sTRICT , 
WATER AND SEWER DIVISIONS · . 

MANAGEMENT'S I>ISCUSSION AND .;NAI,YSIS 
DECEMBER 31 , .2019 AND .2018 

Condensed Comparative Financi .al Analysis : 

McCreary Count y Water District 
Wat er and Sewer Divisions 

Statements . of Net Position-Summary 
December 31, 2019 and 2018 

Assets 

Tota l Current Assets 
Total Restricted Assets 
Net Capital Assets 

Total Assets 

Deferred Outflows of .Resources 

Total Assets and Deferred 
Outflows of Resources 

Liabilities 
Tot?l Current Liabil ities · 
Total Non-current Liabi l ities 

Total Liabi l i t ies · 

Deferr ed Inflows 0£ Resources 

Net Posi tion: 
Invested in capital assets,. 

. net o f rel ated debt . 
Restricted for debt service 

and construc t ion 
Unrestricted 

Total Net Position 

Total Liabilities, Defer red 
Inflows of Resour ces ·and 
Net Position 

2019 

$ 1,140,490 
698, 147 

37 , '752, 660 
$ 39,591,297 

822,102 

$ 40,413,399 

'$ 1,693,637 
14,050,896 

$ 15,744,533 

$ 388,276 

.. 
$ 26,587 , 542 

698 , 147 
(3, 005., 099) 

$ 24,280,590 

S 40 , 413·, 399 

2018 

$ 1 , 189,079 
721., 7 51 

38,566,577 
$ 40,477,407 

756 , 068 

$ 41,233,475 

$ 962,309 
14,225,782 

$ 15,188,091 

$ 227,072 

$ 27,457,965 

721,751 
(2,361, 404). 

$ 25,818,312 

$ 41,233 , 475 

The largest portion per · year (109.50% and 106.35% .respectively) ci'f t ·he 
uti lity' s net position re.fleets its investment i n capital assets , less any 
related debt used t o acquire those assets still outstanding. The utility 
used these capi tal asse t s to· • provide . servi ces to 'citizens and consumers. 
Consequent l y, these assets are not available- for f ut t1re spenai~g. 

Rest ricted net position per .year (2 . 87% and 2 . 79% respectivel y) represent 
resources that are subject t o external restrict ions on how they may be used . 

The balance per year (-12. 37% and -9 . 14% respective·ly) of unres tricted net 
position may be used to mEaet the utility' s ongqing , e>bligat ions to ci t izens, 
consumers and credi tors . . · 



McCREARY COUNTY WATER DISTRICT , 
. WATER AND SEWER DIVISIONS 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
DECEMBER 31 , 2 0 19 AND 2018 

McCreary County Water District 
Water and Sewer Divisions 
Statements of Operations 

For t h e Years Ended Decembe r 31 , 2019 and 2018 

201 9 

Total opera t ing r evenues $ 4 ,459,832 
Tota l operating e x penses 5 ,900 , 870 
Operating loss (1,441,038 ) 
Net non- operating 

expenses ( 1 30 , 538) 
Loss before capital 
cont r ibu t ions (1, 5 71,576) 

Capital contributions 33,854 
Change in ne t _position {1 , 537 ,722) 
Beginning of year 25,818,312 
End of year $ 24 , 280 , 590 

2018 

$ 4, 1 64 ,004 
5,697 , 519 

(1 , 533,515) 

(4041 305) 

(1,937 , 820) 
262,912 

(1 , 674 , 908) 
27, 4 93 , 220 

$ 25 , 8 18,312 

During 2019, net position decreased by $1,537 , 722 and 
opera t ing loss of ($1 , 44 1 , 038), net non- operating revenue 
($130 , 538 ) and capi t a l con tribut ions of $33 , 854 . 

consisted of an 
and expenses of 

During 2018 , net posi tion decreased by $1,674 , 908 and 
operating l oss of ($1,533,515) , net non-operat ing revenue 
($ 404 , 305) and capital contributions of $262,912 . 

Capit a l Asset Changes 

cons iste d o f an 
and expenses of 

At December 31, 2019 , t h e Utility had invested $37 , 7 52 ,660 in capi tal asse,ts, 
net o f a ccumulated depreciation . This amount represents a net decrease of 
$8 13,917 from the previ ou s year. Th e net decrease cons i sted of addi t i ons t o 
capital asse ts of $807 , 869 l ess depr eciation expens e o·f $1, 621 , 786 . Th e 
additions were ma i nly financed with proceeds of debt bor rowings. 

At December 31, 20 18 , the Ut i l ity ha d i nvested $38,566,577 in capital assets , 
net of accumulated depreciat ion . Th i s amount r epresent s a net decrease of 
$144, 124 from the previous yea r . The net decrease consisted of additions to 
capi tal assets o f $1 , 646,555 less depreciation expense o f $1 , 575 , 079 and 
$21 5 , 600 i n disposals . The additions were mainl y f i nanced wi th proceeds of 
debt borrowings . 

Debt Admini stra tion 

At December 31 , 2019 , the util ity had total debt e qual to $ 11 , 165 , 118 whi c h 
consisted of $9,42 4 ,200 of bonds o utstanding , $ 1 ,740, 918 of notes payabl e, 
and capi t al lease s o f $0. At t h e beginning o f t he year t o ta l debt e qualed 
$ 11,108,612. Th e increase i n debt of $56,506 was due to a ddit ions to debt of 
$517,918 less scheduled principal payments of $461, 412. 



McCREARY COUNTY WATER DISTRIC'T, 
WATER AND SEWER DIVISIONS 

MANAGEMENT' S DISCOSS·ION AND ANALYSIS 
DECEMBER 31 , 2019 AND 2018 

At December 31, 2018, the utility had total debt equai to $ 11,108 ,612 which 
consisted of $9,816,257 of bonds outstanding, $1,292,355 of notes payable, 
and capit al leases of $0. At the beginning of the year total debt equale d 
$10,200,271 . The increase in debt o f $908 , 341 was due t o additions to debt 
of $1,292,355 less schedul ed principal payment s of $;;84 , 01 4. 

Other Matters 

During. 2015, the Distric t implemented GASB No . 68, Accounting and Financial 
Report ing for Pens ions . This standard requires CO$ t sharing governments to 
report a net pension l i ab i l i t y, pension expense and pension related deferred 
i nfl ows and outflows of resources based upon their proport ionate share of t he 
collecti on amounts for all the governments i n t he plan; therefore, i ncluded 
i n l ong term l iabili t i es is a net pensi6n l iability of $3,1 11 ,4 18 for 2019, 
and $2 , 770 ,845 for 2018 . 

Durin g 2018, t he District retrospecti vely i mpl emented GASS No. 75 , Accounting 
and Financial Report ing for Pos t ernp loyrnent Benefi t s Other Than Pensions 
(OPEB) . Thi s standard requi res cost- sharing governme,nts to report a net OPEB 
l iability , OPEB e x pens e , and OPEB relat ed deferred in,flows and outfl ows o f 
resources based upon the ir proportionate sha r e o f the, col lective amounts for 
a l l the participant s i n the p lan. Therefore, include,d in l ong-term 
l i abilities is a net OPEB liability of $7 43,912 for 2019 and $807,737 for 
2018. 

Request f or Informa t ion 

This financia l r e port is des igned to provide our cus tomers and creditors with 
a general overview of McCreary County Water Di:,trict , Wate r and Sewe r · 
Divisions' f i nances and to demonstra t e the u t i l i t y's account ability for the 
f u nds i t receives . If you have any questions about t his report or need any 
additional information , please contact the McCreary County Water Distric.t, 
Whitley City, Kentucky. 
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INDEPENDENT AUDITOR' S REPORT 

To the Board of Commissioners 
McCreary County Water District 

Water and Sewer Divisions 
Whitley City, Kentucky 42653 

Report on the Financial Statements 

LANAJ.McCANN,CPA 
ERICA M. SNOWDEN, CPA 

JENNIFER T. COLLINGWOOD, CPA 

We have audited the accompanying combined financial statements of the business­
type activities of McCreary County Water District , Water and Sewer Divisions as 
of and for the years ended December 31, 2019 and 2018 , and the related notes to 
the financial statements, which collectively comprise the District ' s basic 
financial statements as listed in the table of contents . 

Management' s Responsibility for the Financial Statements 

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

Auditor's Responsibility 

Our responsibility is to express opinions on these financial statements based on 
our audits . We conducted our audits i n 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 includes 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 e f fectiveness of the entity ' s 
internal control . Accordingly, we express no such opinion . An audit also 



McCreary County Water Dist rict 
Wa ter and Sewer Divisions 

Whit l ey Ci ty , Kentucky 42653 
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includes eva l uat ing t he appropriateness of account ing policies used and t he 
reasonableness of significant accounti ng estimates madei by management , as we ll as 
evalua t ing the overall presentation of the f ina ncial statements. 

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

Opinions 

In our opinion, the combined financia l s tat ements referred to above present 
f a irly, in all material respects, the respecti ve fi nan ci a l posit i on of McCreary 
County Water District , Water and Sewer Divisions as of December 31, 2019 and 2018 
and the respective changes in financial position and cash f l ows for t he years 
t hen e nded in conformity with accounti ng princip les generall y accepted in the 
United St a t es of America. 

Change in Accounting Principle 

As described in Note 13 to the financial statements, i n 2018 McCreary County 
Water Dist rict adopted new accounting guidance, GASB St:atement No. 75, Accounting 
and Financial Reporting for Postemployment Be_nefits Other Than Pensions. Our 
opinion is not modified wi t h respect to this matter. 

Al so described i n Note 1 to the financial statements, in 2019, McCreary County 
Water District adopted new accoun t i ng guidance, ASU 2:016-18, Statement of Cash 
Flows. (Topic 230): Restricted Cash . Our opinion is not modi fied with respect to 
this mat ter. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted i n the United States of Ameri ca ~equire 
that t he management's discussion and analys i s , and the schedul es of propor tionate 
share of the net pension and OPEB liabil i ties and t he schedul e o f contributions 
on pages 1 through 4 and 38 through 42 be presented to supplement the basic 
financial statements. Such i n forma.t ion, although not a part of the basic 
financial statements, is r equi red by t he Governmental F.,ccount ing Standards Board, 
who considers it to be an essenti al part of f i nancial reporting for placing the 
basic financial statements in an appropriate operational, economic, or histor ical 
context . We have applied certain l imited procedures to t h e required 
supplementary information in accordance wi t h audi ting· standards general l y 
accepted i n the United States of America, which c,onsisted of inquiries of 
management about t he methods of pr eparing t he i n-formation and comparing the 
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information for consistency with management's responses to our inquiries, the 
basic f inancial statements, anct· .other knowledge we obt a ined during our audit of 
the basic financial statements. We do not express an opi ni on or provide any 
assurance on the information because the l imited procedures do not provide us 
with sufficient evidence to expr~ss an opinion or provide any assurance. 

Other Information 

Our audit was conducted f or the pu~pos_e of forming opinions on the combi ned 
financial sta t ements that col i ectively comprise McCreary County Water District , 
Water and se·wer Di visions' basic f.inanc,i.al statements. The accompanying combining 
stateme~ts of net position, revenues, expenses and changes in net position, and 
cash flows are presented f_or purposes of addi t i9nal analysis, and are not a 
required part of t he combined ·fin'ancial statements of the McCreary County Water 
District , Water and Sewer Divisions . 

. ; 

The combining s t a t ements re~erred to ab_ove are the re~ponsibility of management 
and were derived from and rel,ate di rec1;.'ly -t .o the _ un<;lerlying accounting and other 
records u~ed t o prepare the .basi~ 'ii.nanc.i-al statement·s . Such info~mation has been 
subjected to the auditing procedures applied i n the audit of the basic financial 
statements and certain additional procedures, including comparing and reconciling 
such information directly to t he underlying accounting and other records used to 
prepare the basic financial statements ' or t; the .basic financial st;aternents 
themselves, and other addition_al procedures in accordance· with auditing s t andards 
generally accepted in the United States of America . In our opinion, the combined 
financial statements are fairly . stated _in all material respects in relation to 
the basic financial statements t~ke~ as a whole . · 

Other Reporting .Required -by Governm~nt Auditing Standards 

In accordance with Government: Auditing Standards, we nave a lso i ssued our report 
dated August 20, 2020, on our consideration of McCreary County Water District, 
Water and· Sewer Divisions ' internal control over financ.ial reporting and on our 
tests of its compliance with cert ain· prpvisions of laws , regulations, contracts, 
and grant agreements and other matters. The purpose of that report is to 
des_cribe the scope of our test'_ing of i nternal control o'lier •financial reporting 
and compliance and the results of that testing and not to provide an opinion on 
interna·1 control 9ver .financial .reporting or on_ compliance. That report is an 
integral part of an audit pe rformed · i ri · accordance with Government .Audi ting 
Standards in considering McCreary County Water bistrict'_s internal control over 
financial reporting and compli ance·. 

gaulfuwt, :Jung~ Wen4, :i'Sf:. --
August 20 1 2020 



ASSE'l'S 

Current .assets: 
Cash and cash -equivalents 
Unbilled revenues 
Accounts receivable 
Other receivables 
Invent ory 
Prepaid ~x~en~es 

Tota l cur rent assets 
Non- current assets: 

Restrict ed a_ssets·: 
-Cash _a nd cash equivalents 
Investments 

Capital assets: 
Ut.i\ ity plant 

Less accumul ated deprecia tion 
Construction in process 

Total non- current assets 

Deferred 'Out"f lows of Resources: 
Deferred outflows - OPEB 
Deferred outflows - pension 

· Total deferred outfl ows 

Totar assets and deferred 
outfl ows of .resources 

LIABILITIES 

Cu=ent liabilities : 
Account s payable 
Accrued interest 
Taxes payabl e 
Other accrued liabilities. 
Implicit subSfdY - OPEB 
Cu~tomer deposits_ 
Notes payable - current 
Revenue bonds - current portion 

Tot a l current liabili t ie_s _. 

Non-current .l iabilities: 
Revenue bonds - net current port i on 
Not es payabl e 
Net OPEB l iabilit y 
Net pensi on liabi lity 

Tot al non-current liabilities 
Total -liabilities 

Def erred Ipflows of Resources 

_Deferred inflows - OPEB 
. Deferred inflow$ - pension 

T~tal defe~r~d i nflows 

NET POSITION 

Invested in capi ta l assets , net 
of rel ated debt 

. MCCREAA'! ·coutU''! WATER DISTRICT 
· . : WATER. iiNp SEWER ·oivtsIONS 

. COMB~ STATEMENTS OF NET POSITION 
·DECEMBER 31·;· 2019 and 2018 

$ 

. :$. 

2019 

· · 268,058 
292 , 6.07 
383,58'Q. 
44,525 

1'34 , 164' 
17 ,556 

1, 140;490 

343,969 
354, 178 

63, 112;~, 98 
-(~6,061, 117) 

701,179 

38,450, 807 

20·0,:6'88 
: 541,41 4 

822, 102 

4.0 ,413, 399 

326,345 
131 ,668 
18 ,651 

194,0 63 
15,973 

... 37,385, ' 
56·:i ;-945 • 
4os,6·or ·· 

l , 69"3 , 637 

~, 018 , 593_ 

1 ,17~,9?3 
' 743,912 

3,111,418 

14,050,896 

. 15, 744,533 

281.,476 

106,800 

388;276 · 

26,587 ', 542 
Restricted for debt service and construction· .. 
unrestricted 

698,141 
(3 ,-005,099)'. 

Total net posit ion 

Total l iabil i ties, deferred inflows _ 
of r esources and net posit i on $. 

24,"280,5°96 . 

40 , 413,399 

2018 

. "$ 405; 591 
242,315 
359, 356 

9,940 
149, 233 

22,64 4 

1,189;079 

378,518 
343, 233 · 

. 63,022, 678 
(24 ,456, 10} ) 

39,288,328 

225,152 ... . 530,916 

756,068 

$ 41, 2·33,-475-

$ 156,448 
·130, 193_ 

1.7 , 516 
148,475 

13, 030 
35,235 

. ' 69, 355 
392;057 
962, 309 

9,424,200 · 

-1 ,223,000 

807 , 737 

2,770, 845 

14 , 225 , 782. 

15, 1:88 ,091 

. i_53, 288 
.73 , 794' 

2·21 , 012 

. 27·, 457,965 
·12i, 751 

(2, 361, 40.4) 

25, 8·1a, 3 12" 

$ 41, 233,475 

Th·e ·aci::ompanyi ng notes are an integral part of the financial statement s. 



McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

COMBINED STATEMENTS OF REVENUES , EXPENSES AND CHIANGES IN NET POSITION 
FOR THE YEARS ENDED DECEMBER 3 1, 2 0i!~ and 2018 

Operating revenues 

Residential sales 
Commercial sales 
Industrial sales 
Governmenta l sales 
Other sal-es 

Total operating revenues 

Operating expenses 

General a.~d administrative cos t s 
Payrol l and related expenses 
Repairs and maintenance 
Other suppl ies and expenses 
Depreciation and amortizat ion 

Total operati ng expenses 

Operating loss 

Nonoperating revenues (expenses) 

Interest i ncome 
Other income 
Loss on abandonment of fixed assets 
Gain on sa l e of fixed assets 
Interest expense 

Net nonoperating expenses 

Loss before contributions 

Capital grant s received 

Change in net position 

Total net position 
beginning of year 

Total net . posi t ion 
end of year 

$ 

2019 

2,651, 157 
420,078 

11,258 
l,233,97·7 

143,362 

4,459,832 

203,604 
2,669,581 

195,657 
1 , 210,242 
l,621,786 

:i, 900,870 

(1,441 , 038) 

13,3'.76 
203,118 

4,200 
(351,232) 

(130,538) 

(1,571,576) 

33,854 

. (1,537,722) 

25,818,312 

S 24 , 280 , 590 

$ 

2018 

2,568,952 
375,334 

9, 817 
1,099,619 

110,282 

4, 164,004 

252,560 
2,449,977 

165,590 
1,254,313 
1 , 575,079 

5,697,519 

(1 , 533,515 ) 

9, 800 
95,284 

(215 ,34 5) 
16,477 

(310,52 1) 

(404,305) 

(1,937 , 820i 

262,912 

(1 ,674, 90-8) 

27,493,220 

$ 25, 818,312 

The accompanying notes are an integral part of the financial statements 

Page 9 



McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

COMBINED STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018 

Cash Flows from Operating Activities 

Cash received from customers 

Operating expenses: 

General and administrative 

Payroll and related expenses 

Repairs and maintenance 

Other supplies and expenses 

Net cash provided by operating activities 

Cash Flows from Capital and Related 

Financing Activities 

Acquisition and construction of capital assets 

Proceeds from sale of capital assets 

Principal paid on debt 

Proceeds from debt borrowings 

Interest paid on debt 

Capital contributions 

Net cash used in capital 

and related financing activities 

Cash Flows from Investing Activities 

Interest income from investments 

Other cash receipts 

Net cash provided by 

investing activities 

Net decrease in cash, cash equivalents, 

and restricted cash 

Cash, cash equivalents, and restricted cash 

at beginning of year 

Cash, cash equivalents, and restricted cash 

at end of year 

Unrestricted cash and cash equivalents 

Restricted cash and cash equivalents 

Total cash and cash equivalents, at end of year 

SUPPLEMENTAL CASH FLOW INFORMATION: 

Non-cash transactions: 

Donation of land from Fiscal Court 

2019 

$ 4,350,711 

(203,604) 
(2,294,720) 

(195,657) 
(971,315) 

685,415 

(807,869) 

4,200 
(461,412) 
517,918 

(349,757) 
33,854 

(1,063,066) 

13,396 
203,118 

216,514 

(161,137) 

1,127,342 

$ 966,205 

$ 268,058 
698,147 

$ 966,205 

$ 

$ 

$ 

$ 

$ 

$ 

The accompanying notes are an integral part of the financial statements. 
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2018 

4,150,332 

(252,560) 
(2,078,921) 

(165,590) 
(1,178,923) 

474,338 

(1,646,555) 
16,642 

(384,014) 
1,292,355 

(305,400) 
262,912 

(764,060) 

10,393 
95,284 

105,677 

(184,045) 

1,311,387 

1,127,342 

405,591 
721,751 

1,127,342 

70,000 



McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

COMBINED STATEMENTS OF CASH FLOWS (CONTINUED) 
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018 

Reconcil iation of operating loss to net cash 

provided by operati ng act ivities: 

Operating loss 

Ad justments to reconci l e ope r ating loss to 
net c ash provi ded by operating activities : 
Depreciation 
Bad debt expense 
Change in asse ts and liabi l ities : 

Decrease i n receivables 
Decrease in inventorie s 
Decrease (increase) in prepaids 
Decrease in accounts payabl e 
Increase in cust omer deposits 
Incr ease (decrease) in accr ued expens es 
Increase in net OPEB obl i gation 
Increase in net pension obl igation 

Net c a sh provided by operati ng activities 

2019 

$ (1, 441 , 038) 

1 , 62 1,786 

(109,121) 

15 , 069 
5 , 088 

169 ,897 
2, 150 

46, 723 

11,770 
363 , 0 91 

$ 685,4 15 

201 8 

$ (1,533 , 515) 

1 ,575,079 
8,860 

(22,532) 

42 , 899 
4 , 291 

(2 ,0 61) 
1,143 

29,118 

42 , 896 
328 ,1 60 

$ 474 , 338 
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McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
DECEMBER 31, 2019 and 2018 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The accounting policies of the McCreary County Water District, Water and Sewer 
Divisions (the District) conform to accounting principles g~nerally accepted in the 
United States of America (GAAP). The District applies Financial Accounting Standards 
Board (FASB) pronouncements and Accounting Principles Board (APB) opinions issued on or 
before November 30, 1989, unless those pronouncements conflict with or contradict 
Governmental Accounting Standards Board (GASB) pronouncements, in which case, GASB 
prevails. The following is a summary of the more significant policies: 

Reporting Entity 

The District, consisting of McCreary County Water District Water Division, and McCreary 
County Water District Sewer Division has been consolidated for reporting purposes. The 
entities share the same board of commissioners, central offices and employees. 

The District is a special district formed for the express purpose of providing water 
and sewer service within the confines of McCreary County, Kentucky and East Pine Knot 
Estates. McCreary County Fiscal Court appoints an independent board of commissioners 
to govern the district. The District operates as an independent entity in that it: is 
legally separate; holds corporate powers of organization; the Fiscal Court does not 
impose their will upon the District; and the District does not impose financial benefit 
or burden upon the Fiscal Court. 

Basis of Presentation 

GASB Statement of Accounting Standards No. 34, as amended by GASB 63, Basic Financial 
Statements - and Management's Discussion and Analysis - for State and Local Governments 
(GASB 34) established standards for external financial reporting for all state and 
local governmental entities which includes a statement of net position, a statement of 
revenues, expenses and changes in net position and a statement of cash flows. It 
requires the classification of net position into three components: invested in capital 
assets, net of related debt; restricted; and unrestricted. These classifications are 
defined as follows: 

Invested in capital assets, net of related debt - This component of net 
position consists of capital assets, including restricted capital assets, 
net of accumulated depreciation and.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. 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 "invested in capital assets, net of related debt." 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 asset 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. 

• Unrestricted - This component of net position consists of net assets that 
do not meet the definition of "restricted" or "invested in capital assets, 
net of related debt." 
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McCREARY COUNTY WATER DISTRICT . 
WATER AND SEWER DIVISION.$. 

NOTES TO •THE .COMBINED FINANCIAL S1ATEMENTS 
DECEMBER 31, 2019 and 2018 

NOTE l - SUMMARY OF SIGNIFICANT · ACCOUNTING POLICIES (CONTINUED) 

The financia l statements are p~e15area· in _a_ccordance wi th accounting p.i;-inciples 
generally accepted in the Uni t ed States· of America . The District•is an individual fund 
and i s accounted for as a business - type activity fund . It is financed and operated in 
a manner simil ar to a private pusiness enterprise where the i ntent of th~ ·governing 
body is that costs (expenses, includi ng depreciation) ·of provi ding goods or servi ces to 
the general public on a ·conti_nui ng basis are financed primarily t hrough user charges. 

Basis of Accounting 

Basis of accounting refers t o when revenues and expenses are recognized in the accounts 
and reported in the financial s tatements . . ·It relates to ·the timing of t he measurements 
made, regardiess ·of the measurement focu~ applied. The Distr ict's financial statements 

. are prepared on the accrual basis of .accounting: By utilizing- t his method, revenues are 
recognized when t hey are earned, and ·e·xpenses are recognized as they are i ncur1:ed . 

Operating income reported in t he f inanci al statement s includes revenues and expenses 
relate<;:! to the continuing operatj,"dn of the: fund . Principal operating r evenues . are 
charges to customers for sales or· servi~es. Principal operating expenses are the costs 
of providing-goods or services and · inc lude administrative expenses a nd depreciation of 
capital assets. Other revenues and expenses are c l assi f ied ·as . non-opera-ting in the 
f inancial statements. 

When both r"estricted and unrestri'cted resources are> available for us e it is the 
District's po·l fcy to use restri cted iesoui:-ces fir,s·t,· then unrestricted resources a s 
needed. 

Use of Estimates and Assumptions. 

In preparing f i nancial statements that conform with generally accepted accounting 
princip les , management makes est imates and assumptions· that' affect t he · reported amounts 
of assets and liabilit ies, disclosure of cont ingent assets and liabilit i es at the date 
of the financial statements and amounts· of revenues and expenses ref-lected during the 
reporting period. · Accordingl y, actual · r~sults coul d differ from those es~imates . 

Material estimates that are part icularly s us_ceptible to significant change relate to 
the all owance for doubtful account s for accounts recei.vable . 

Compensated Absences 

Vacation - Vacati on days are accrued at the following -rate :_ 
5 days per year for years. 1-3 

10 days per year f or years · 3- 10 
15 days per year for years 10-15 
20 days· per year for years 15- xx 

These days_ are carried over if un.~sed .. to a . maximum of 30 days.; however , a l l full-ti me 
employees with over three ye~r·s must take ten days of vacation per year . 

. • 
Sick - Employees earn two sick days for every two months of empl oyment and may carry 
over a total of twelve days. 

These unpaid.compensated absences, if .~rpiicabie , are .r,ecorded as accrued liabilities. 
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McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COMBINED FINANCIAL STA,TEMENTS 
DECEMBER 31, .2019 and 2018 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Cash and Cash Equivalents 

For purposes of the statement of cash flows, the District considers all h ighly liquid 
i nvestments with maturity of ninety days or less t o be cash equivalents. 

Accounts Receivable 

Trade account s receivable are stated at the amount managi~ment expects to col l ect f rom 
balances outstanding at year-end. Management closely monitors outstanding balances and 

· wri tes off balances t hat a re deemed to be. uncol lectible. The al l owance for doubtful 
accounts of $218,800 and $233,400 for the years ended De,cember 31 , 2019 and 2018 has 
been establ ished to reserve for t hose balances t hat the entity bel ieves to be 
uncol lectible. 

Inventories 

Inventories are stated at the lower of cost or mar ket. on t:he basis of "first-in, first­
out" (FI FO) inventory method. 

Capital and operating grants 

Grants that are res tricted to the purchase of capi tal ,issets · are r ecorded as other 
income, per GASB 33. The Dis trict rece·ived $33,854 and $262,912 in grants for t he 
years ended December 31 , 2019 and 2018 respectively . 

Capital Assets 

Utility plant is stated at original cost and depreciated over its estimated useful 
l ives using the straight-line method . Expendi tures fo r maintenance and repairs are 
expensed when i ncurred. Renewals and betterments are capi.tal ized. The range of useful 
lives used in computing depreciat ion is: 

Classification 

Buildings 
Water systems 
Machinery & equipment 

Range of lives 

40 years 
40 years 

5 years 

Total depreciation expense was $1,621,786 and $1, 575,079 for the years ended December 
31, 2019 and 2018 respect i ve l y. 

Pensions 

For purposes of measuring t he net pension liability a nd net OPEB liabi l ity, deferred 
outfl ows of resources and de f erred infl ows of r esources rel ated to pens i ons and OPEB, 
and pens i on and OPEB e xpense, i nformati on . about the fiduci a r y net position of the 
county Employers' Retirement System Plan (CERS l and additions to/deduct ions from CERS ' 
f iduciary net position have been determi ned on the same basis as t hey are reported by 
CERS. For t his purpose , benefit payments, (including refunds of employee 
contributions) are recognized when due and payabl e i n accordance with bene fit terms . 
Investments are r eported at f a ir va lue . 
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McGREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
DECEMBER 31, 2019 and 2018 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Change in Accounting Principle 

During 2019, the District adopted ASU 2016-18, "Statement of Cash Flows (Topic 230): 
Restricted Cash." His guidance changes how entities present and disclose their 
restricted cash and cash equi val en ts. It is designed to improve the information 
provided by companies for better understanding of their operations. 

NOTE 2 - CASH DEPOSITS AND INVESTMENTS 

The investment policies of the District are governed by State statute. Maj or 
provisions of the District's investment policy include: depositories must be FDIC 
insured banking institutions; depositories must fully insure. or collateralize all 
demand and time deposits and repurchase agreements; and securities collateralizing 
repurchase agreements are to be held by independent third parties. 

Bank Deposits 

The fair market value of deposits and investments was equivalent to the reported 
values. All deposits are checking or savings accounts. The carrying amount of the 
District's bank deposits was $965,205 and $1,126,342 for the years ended December 31, 
2019 and 2018 respectively and the respective bank balances totaled $1,016,939 and 
$1,165,783 respectively for the years then ended. The bank balances are covered by 
$607,507 of FDIC insurance. The remaining bank balances were fully collateralized. The 
deposits are categorized to give an indication of the level of risk assumed by the 
District at year end. The categories are described as follows: 

Category 1 -

Category 2 -

Category 3 -

Insured 

Collateralized with securities held by the pledging financial 
institution's trust department or agent in the District's name. 

Collateralized with securities held by the pledged financial 
institution in the institution's name. 

Deposits at December 31, 2019, categorized by level of risk, are: 

Unrestricted deposits 

Operating accounts 

Depreciation funds 

Restricted deposits 

Debt service and 

Depreciation funds 

Investments 

Total deposits 

1 

$ 153,130 

100,199 

354,178 

$ 607,507 

Risk Category 

2 

$ 
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$ 

$ 

3 

165,662 

243,770 

409,432 

$ 

Bank 

Balance 

318,792 

343,969 

354,178 

$ L 016, 939 

$ 

$ 

Book 

Value 

267,058 

343,969 

354,178 

965,205 



. . 
McCREARY. COUNTY WATER DISTRICT 

WA'.l'ER AND SEWER DIVIS.IONS · 
NOTES TOT~ COMBINED FINANCIAL STATEMENTS 

DECEMBER. 31 , 2019 and 2018 

NOTE 2 - CASH DEPOSITS AND INVESTMENTS (CONTINUED) . 

Deposi t s at December 31, 2018, c·ategorized by level ·of ri sk, are: 

Unrestricted deposits 
Operating accounts 
Deprecia t i on fu nds 

Restricted deposits 
Debt service and 
Depreci ation f unds 

Investments 

Total depos its 

$ 

1 

25,746 

87, ~2 0 

1 62, 4_80 

3 43, 233 

'Risk Cat egory 
2 

$ 

S 618. 979 · ------

$ 

$ 

3 

282,364 

,48 , 402 

216, 038 . 

546. 00'4 

$ 

Bank 
Balance 

308,110 

· 135,922 

378,518 

343 ,233 

s' 1:165,783 

$ 

Book 
Value 

268,669 

135,922 

378,518 

343,233 

$1. 126,342 

The District also had $1,000 ~nd -~ t , OOO of pet t y cash on hand for the years ended 
December 3 1 , 2019 and 2018 _resp~ct_iv~ly. 

Investments 

At December 31 , 2019 and 2018 , -the Di s trict's i nvestments incl uded t he Federated 
Treasury Obligat_ions Fund (a moqe·y marke t f und ) . The i nvestments -are categorized to 
give· an .. indica t ion of the level o.f risk _assumed by t he Dist rict at yea r end . The 
categories ·are descri bed as follows : 

Category 1 -

Category 2 -

Category 3 -

Investments. , that · a r e .. insured, r egistered 
securit ies are held by the District or 
Distri ct's -~ame . 

or fo r which 
its agent i n 

t he 
t he 

Uninsured and :unregist ered investments for wh ich t he securities 
are he ld by t he bank's . trust departments or . agents i n the . 
District's .name . . 

Uni nsured and unregis t ered i nvestments for which the securities 
are hel d by ~the ban ks, or by t he:ir tr.ust departments or agents 
bu t not in t he District's name. 

I nvestment s a t December 31, 2019 categorized by leve l of risk, are : 

Risk Categ_ory Book . Fair . 
1 2 · 3 Value Value 

Treasury.MM Fund $354,17 8 $ . $ $3 54,178 $354,178 

Total lnves t ments $354 ',' 178 ~ $ ~354,178 ~354 , 178 
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McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
DECEMBER 31, 2019 and 2018 

NOTE 2 - CASH DEPOSITS AND INVESTMENTS (CONTINUED) 

Investments at December 31, 2018, categorized by level of risk, are: 

1 

Treasury MM Fund $343,233 

Total investments $343,233 

NOTE 3 - RESTRICTED ASSETS 

Risk Category 

2 

$ 

$ 

3 

$ 

$ 

Book 

Value 

$343,233 

$343,233 

Fair 

Value 

$343,233 

$343,233 

The restricted assets in the accompanying financial statements are restricted as to use 
by ordinance (Note 7), external parties or by board designation. A schedule of 
restricted assets at December 31, 2019 and 2018 are: 

A schedule of restricted assets at December 31, 2019 are: 

Investments 

Cash at cost Total 

Debt service and 
Depreciation funds $ 343,969 $ $ 343,969 

Construction funds 

Treasury MM fund 354,178 354,178 

Total restricted assets $ 343,969 $ 354,178 $ 698,147 

A schedule of restricted assets at December 31, 2018 are: 

Investments 

Cash at cost Total 

Debt service and 
Depreciation funds $ 378,518 $ $ 378,518 

Construction funds 

Treasury MM Fund 343,233 343,233 

Total restricted assets $ 378,518 $ 343,233 $ 721,751 
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McCREARY COUNTY WATER DI STRICT 
WATER AND SEWER DIVISIONS .. 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
DECEMBER 31 , 2019 and 201."a 

NOTE 4 - CAPITAL ASSETS 

The following represents the activity for the year ended December 31, 2019 : 

Operating fixed assets: 

Land 

Buildings & Improvements 

Treatment equi pment 

Dis t r i butions 

Services/meters 

Ot her equipment 

Accwnulated depreciation 

Constr uction in progr ess 

Ut ility plant, net 

$ 

Balance 

12/31/2018 

430,269 

22,435,438 · 

3,219,813 

23,803,982 

3 , 674,048 

9,429, 128. 

63 , 022,678 

(24,456,101) 

. 38,566,577 

$38,566,577 

$ 

Addi tions 

33,865 

15,649 

43,4 19 

13·, 757 

106,690 

(1, 621,-786) 

(1 , 515, 096) 

701,179 

s (813 . 917 ) 

$ 

Disposals 

(16,770) 

(16,770) 

16,770 

Transfers 

$ 

Balance 

12/31/2019 

$ 430,269 

22,469 , 303 

3 , 249,813 

23,819,631 

-3,717,467 

9,426,115 

63, 112,598 

(26,061 ,117) 

37 , 051, 481 

701,179 

S37 , 7 52,660 

The fol l owing represents t he ac t i.vi t y -for the year ended December 31, 2018 : 

Operat i ng f i xed assets: 

Land 

Buildi ngs & Improvements 

Treatment equipment 

Distri_butions 

Services/me·t ers 

Other equipment 

Accumulated.depreciation 

construct ion in progress 

Uti lity plant , net 

$ 

Balanc~ 

12/31/2017 

260,269 

19, 929, 600 

3,249,813 

23,790, 3"69 

3,771, 764 

9,563,666 

60,565,481 

(23,741,787) · 

36, 8;?3, ~9.4 

1,887,007 

$38,710,701 

$ 

s 

Additi ons 

po, ooo 

425,919 

13,613 

811,69·1 

32,420 

1, 453,643 

(1,575,079) 

(121,436) 

192,912 

7l C 476 
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$ 

Disposals 

(909,407) 

(1 66,958) 

(1, 07~, 365) 

860,765 

(215,600) 

$(215,600) 

Transfers 

$ 

2,079, 919 

2,079,91 9 

2, 079, 91 9 

(2,079, 91 9) 

$ 

Balance 

12/31/2018 

430,269 

22,435,438 

3,249,813 

23,803,982 

3,674,048 

9,429,128 

63,022,678 

(24, 456,101) 

38,566,577 

· S38.566 , 577 



McCREARY co~~ WATER DIST~ICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
DECEMBER 31, 2019 and 2018 

NOTE 5 - LONG-TERM DEBT 

Outstanding long-term debt consists of revenue bonds collateralized by the revenues of · 
t he District. Revenues of the District are. to be used first to pay operat ing and 
maintenance expenses and second to establ ish and maintain the revenue bond funds. The 
District is in compliance with all .s i gnificant financial re.quirements as of December 
31, 2019. 

The District 's bonded i ndebtedness and 9ther . l ong- ter~ debt at December 31, 2019 and 
2018, are summarized as follows: 

Original Principal 0/S Principal 0/S 

Debt Description Rate Issue 2019 •'2018 --- · 
Water District 

United Cumberland 3. 900%. .· $ 495,000 $ 495 , 000 $ 495 , 000 
BB&T 3 .945% 797,355 728,000 797,355 
RD Series 2013 D Variabl e 1,415,000 860,000 955,000 
RD 2013 Series A 1. 875% 935,000 578,500 590 , 500 
RD 2005 Series A 4.12~% 750,000 617,000 630,000 
RD 2008 Seri es A '·4 . 125% 325 ; 000 280,500 285 , 800 
RD 2008 Series A ·· ' 4.125% 150 , 000 · 129,500 131, 900 
RD Series 2012 D -Variable· 3,205,ooo · - . 2,600;000 2,700,000 
RD Series 2012 D- 1 ·va'riable 1,935,000. · 1, 190,000 1,213,000 
RD Series 2015 2:500% 1,158,000 1 , 125,500 1,142,000 

KI A CD2-0l 1 .000% * 1,510,000 505,200 580,057 
RD Series 2019 1.375% 1,324,000 517, 918 

Sewer District 

RD 2005 Series A· '. 4; 125'% 290 , 000 238,000 243 , 000 

RD Seri es 2012 D v·ari'abl e 1 ,595,000 1 , 300,.000 1,34 5,000 
15,584, 355· 11, 165, 118 11 ,108 ,612 

Less c urrent maturi t ies (969,552) (4 61,4 12) 

Total long- term debt ~10,195,566 ~10,647,200 ' 

* The original issue ·of the ~IA -CD2 - 0l loan is $1 , 510 , 000. As . of December 31 , 2019 , 
the District had borrowed $1,4 14,~99 of the original amount . 

Page 19 



McCREARY COUNTY WATER DI STRICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COMBINED FINANCIAL STJ!,TEMENTS 
DECEMBER 31, 2019 and 2018 

NOTE 5 - LONG- TERM DEBT (CONTINUED) 

The District ' s bonded indebtedness and othe r long- term debt a t December 31 , 201 9 is 
deta i led as follows : 

Pr inci pal Principal 
Balance Principal Balance 

12/31/2018 Borrowings Payments 12/31/ 2019 Current Long-Te rm 

Water Dis trict 

2005 Series A $ 630,000 $ s 13,000 $ 617,000 $ 14,000 $ 603 , 000 

20 08 Series A 28 5, 800 5, 300 280 , 500 5, 500 275,000 

2008 Series A 131,900 2, 400 129 , 500 2 , 500 127 , 000 

2012 Series D 2,700,000 100 , 000 2 , 600,000 100, 000 2,500 , 000 

201 2 Seri es D1 1, 213,000 23 , 000 1 , 1 90,000 23,500 1,166,500 

2013 Series D 590 , 500 12 ,000 578,500 12,000 566,500 

2013 Seri es A 955,000 95 , 000 :860, 000 100,000 760,000 

2015 Series 1, 1 42 , 000 16,500 1,125 ,500 17 , 000 1 ,108,500 

KI A F04-03 580,057 74 , 857 5 05 , 200 75,607 429 , 593 
UC Bank 495, 000 ~195,000 495, 000 

BB&T 797 , 355 69,3 55 ~128 , 000 68 , 945 659 , 055 
RD Seri es 2019 517, 918 517 ,918 517 , 918 
Sewer Dist rict 

2005 Series A 243,000 5, 000 :238 , 000 5 , 500 232 , 500 

2012 Seri es D 1 , 345 , 000 45 , 000 1,300,000 50 , 000 1 , 250, 000 

$11 , 108 , 612 $ 517 , 918 $ 461 , 412 ilL..J 6 5 , 118 $ 969 , 552 ~10,195,566 

The District 's bonded i ndebt edness and other long-term deb t a t December 31 , 2018 is 
detailed as fol l ows : 

Principal Principal 
Bal an·ce Pri nci pal Bal ance 

12/31/2017 Borrowin~s Pa :i:::ments 12/3 1/2018 Current Long-Term 
Wat6!r District 

20 05 Series A 642 , 500 12, 500 1630 / 000 13, 000 617,000 
2008 Se r i es A 290 , 900 5 , 100 :285 , 800 5,300 280, 500 
2008 Series A 134,200 2,300 131 ,900 2,400 129 , 500 
2012 Series D 2,795,000 95 , 000 2 ,700,000 100,000 2,600,000 
2012. Seri es D1 1 ,2 35 , 500 22 , 500 1, ;213, 000 23,000 1,190 , 000 
2013 Series D 602,000 11 , 500 !:">90,500 12, 000 578, 500 
2013 Series A 1 , 050 ,000 95,000 955 , 000 95 , 000 860 , 000 
2015 Seri e s 1, 158, 000 16, 000 1 ,142 , 000 16,500 1,125,500 
KI A F04-03 654 , 171 74 , 114 5 80 , 057 74,857 505 , 200 
UC Bank 495 , 000 ,q95 , 000 495 , 000 
BB&T 797 , 355 "797 , 355 69 , 355 728,000 
Sa wa r Distr ict 

2005 Series A 248 ,000 5, 000 :24 3, 000 5,000 238,000 

2012 Seri es D 1,390,000 45 , 000 1 ,345 , 000 45, 000 1, 300 ,000 

$1Q , 20Q , 271 $1 , Z~2 , 3~~ $ 384, 014 .$..ll.,_;l O 8 , 612 $ 461 , 412 $10 , 647.200 
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McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
DECEMBER 31, 2019 and 2018 

NOTE 5 - LONG-TERM DEBT (CONTINUED) 

The long-term debt service requirements are as follows: 

Principal Interest Total 

Year Water Sewer Water Sewer Water Sewer 

2020 $ 914,052 $ 55,500 $ 276,405 $ 59,004 $ 1,190,457 $ 114, 504 

2021 453,199 55,500 245,911 57,219 699,110 112,719 

2022 469,630 56,000 234,063 55,434 703,693 111,434 

2023 461,381 61,000 221,906 53,456 683,287 114,456 

2024 473,057 61,500 209,518 51,344 682,575 112,844 

2025-2029 1,992,881 341,500 850,588 220,625 2,843,469 562,125 

2030-2034 1,438,500 405,500 587,809 148,347 2,026,309 553,847 

2035-2039 1,379,200 367,500 374,083 63,788 1,753,283 431,288 

2040-2044 913,918 134,000 191,872 11,797 1,105,790 145,797 

2045-2049 623,800 95,176 718,976 

2050-2054 455,000 27,794 482,794 

2055 52,500 1,312 53,812 

$9,627,118 $1,538,000 $3,316,437 $ 721,014 $12,943,555 $2,259,014 

2005 Series A - McCreary County Water District Waterworks Revenue Bond, dated August 
31, 2005, due in annual installments through April 1, 2045, bearing an interest rate of 
4.125%. 

2008 Series A - McCreary County Water District Waterworks Revenue Bond, dated April 8, 
2008, due in annual installments through April 8, 2048 bearing an interest rate of 
4.125% 

2008 Series A - McCreary County Water District Waterworks Revenue Bond, dated April 8, 
2008, due in annual installments through April 8, 2048 bearing an interest rate of 
4.125% 

2012 Series D - McCreary County Water District Waterworks Revenue Bond, dated May 30, 
2012, due in annual installments through January 1, 2040 bearing a variable interest 
rate. 

2012 Series Dl - McCreary County Water District Waterworks Revenue Bond, dated 
September 30, 2012, due in annual installments through April 1, 2052 bearing a variable 
interest rate. 

2013 Series D - McCreary County Water District Waterworks Revenue Bond, dated February 
27, 2013, due in annual installments through October 1, 2052 bearing a variable 
interest rate. 

2013 Series A - McCreary County Water District Waterworks Revenue Bond, dated February 
27, 2013, due in annual installments through July 1, 2030 bearing an interest rate of 
1.875%. 

KIA F04-03 Fund F - As of December 31, 2005 the District had drawn $1,474,999 on a KIA 
loan secured by a pledge of revenues. The loan bears an interest rate of 1.00% with a 
life of twenty years maturing in 2026. 
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McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COl:fBI NED ·FI NANCIAL STJ!~TEMENTS 
DECEMBER 31, 2019 and 2018 

NOTE 5 - LONG-TERM DEBT (CONTINUED) 

2005 Series A - McCreary County Water District Sewer System Revenue Bond, dated August 
31, 2005, due in annual install ments through January 1 , 2045, bearing an interest rate 
of 4.125%. 

2012 Series D - McCreary County Water District Sewer SystEim Revenue Bond, dated May 30, 
2012, due in annual ins t allments through Febr uary 1, 2041, bearing a variable interest 
rate . 

United Cumberland Bank - Installment l oan dated September 28, 2018 , due in one annual 
installment on December 28, 2020, bearing an interest ra1te of 3 . 9% . 

BB&T Bank - . In s tallment loan dated September 7 , 2018, due in annual installments 
through August 1, 2028 , bearing an interest rate of 3 . 94,5% 

Series 2015 - McCreary County Water District Water System. Revenue Bond , dated February 
5, 2016 , due in annual installments through Aprill, 2055•, bearing an interest rate of 
2.5%. 

Series 2019 - Mcr eary County Water District Water System Revenue Bond, dated September 
10, 2019, due i n annual installments through April 1, 2060, bearing an interest rate of 
1.375% 

NOTE 6 - NET POSITION 

GASB Statement-No . 34 (as amended by GASB 63) requires the del ineation of Net Posi tion 
as I nvested i n Property , Plant and Equipment (capi tal investments ) , Restricted and 
Unrestricted . 

The balance of capital investments represents funds that have been used to acquire pump 
stations, storage facilities, meter stations, etc . , constructed and operated by the 
Distr ict, net of outstanding debt. The balance was $26, 5H7 , 542 and $27,457,965 for the 
years ended December 31, 2019 and 2018 respec t ively . 

The District has the fol lowing res tricted net pos ition t hat is reserved in accordance 
wi th the District's various bond ordinances (Note 7) : 

·construction $ 
Depreciation and 

Debt Service 
Treasury MM Fund 

Tota l Restricted .L 

2019 

- 0-

343 , 969 
354,178 

698,147 

2018 

$ -0-

378,518 
343,233 

$ 721. 751 

The District has a balance of $(3,005,099) and $(2,36 1,404) for unrestri cted net 
pos_ition at Decembe r 31, 2019 and 2018 respec tively. 
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Mc CREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
DECEMBER 31 , 2019 a nd 2018 

NOTE 7 - COMPLIANCE WITH BOND ORDINANCES 

The District is in compl i ance wi th its bond ordinances that require t he District to 
maintain certain reserves and restric t ed assets as follows : 

Bond and I nterest Fund - I n order to fund the McCreary County Water District and 
Water Sewer debt , t he Distri ct makes depos i ts into t hese funds to pay fo r cur rent 
maturing principa l portion s and associated i nt erest of bond issue s . 

Bond Sinki ng Funds - McCrear y County Wat e r Distr ict is r equi red by or dinances to 
transfer f unds int o various sinking funds for future debt re t irement . 

Dep reciation Fund - The bond resol utions authorizing the bond issues of the water 
and sewer system requi re t r ansfers into var ious depreciation funds t o be used for 
plant acquisi t ions , extens i ons and extraordi nar y repairs and maintenance. 
Transfers can cease when the f und balance reaches specified levels . · 

The bal a nce in t he depr eciat ion and -debt s e rvi c e f unds as of .December 31 , 2019 
and 2018 equal ed $343,969 and $378 , 518 respectively . The required bal ance is 
$194,280 and $162 , 480 respectively. 

Construction Funds - The District is requireq to transfer funds into various 
f unds for the use of funding future p r ojec t s . 

NOTE 8 - RISK MANAGEMENT 

The District is exposed to various ris ks of loss related to torts; theft of , damage to, 
and destr uct ion of assets; e r r or s and omissions ; injuries to empl oyees; and natural 
disasters. In addi tion to its general l iability insurance , the Dis t rict also carries 
commercial insurance f or a l l other risks o f l oss s uch a s worker s ' compensation and 
employee health and acci dent insurance . Settled claims resul ting f r om these r isks have 
not exceeded commerci a l insurance coverage in a ny of the past thre e ca l endar years . 

NOTE 9 - FAIR VALUE MEASUREMENTS 

FASB Statement No . 157, Fair Value Measurements, as codified by Account i ng Standards 
Codificat i on (ASC) 820- 10 establishes a fair val ue hi era r chy that pri orit i zes the 
inputs to va l uation technique s used to measure f air value. This hierarchy consists of 
three broad leve l s: Leve l 1 input s consist of unad just ed quoted prices in act ive 
markets fqr identical assets and have the highest priority, and Level 3 inputs have the 
l owest priority. The District uses app ropr ia t e valuation techniques based on the 
avail able l nputs to meas ure the f a ir value of its investments. When availabl e , the 
Dist r i c t measures fair va l ue using Level 1 inputs because they gene rally·provide t he 
mos t reliable evidence of fair value . No Level 2 or 3 i nputs wer e used by the 
Distr i c t. 

Level 1 Fair Value Measurements 

The fair val ue of the Federated Treasury Obligations Fund (a money market fund) i s 
based on quot ed net asse t val ues of t he investments held by the Distri c t a t year-end . 
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McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
DECEMBER 31, 2 0 1 9 a nd 2018 

NOTE 9 - FAIR VALOE MEASUREMENTS (CONTINUED) 

The following t abl e sets forth by level, wi t hin the fair val ue hi erar chy, t he 
Di strict's assets at fair value : 

Tr easury MM fund 
Total assets at 

fair val ue 

Tr easury MM f und 
Total assets at 

fair value 

Assets at Fair Val ue as of December 31 , 2019 

Level 1 Level 2 Level 3 

$354,178 

Asse t s at Fair Value as o f December 31, 2018 

Level 1 Level 2 Level 3 

$343,233 

$343, 23 3 

NOTE 10 - PENSION PLAN 

Tot al 

$354 ,178 

$354 , 178 

Total 

$343,233 

$343 , 233 

McCreary County Wa ter District is a parti c i pating empl oye r of t he Couqty Employees' 
Retirement System (CERS ) . Under the provisions of Kentucky Revised Sta t ute Sections 
61. .645 and 61.701, t he Boar d of Trustees of Kentucky Ret irement Systems administers the 
CERS. The pla n issues publicly available financial stat ements which may b e downloaded 
from t he Kentucky Ret i rement Systems websi t e. 

· Plan Description - CERS is a cost -sharing mul t i p l e-employer de f ined benefit pension 
p l an t hat covers s ubs t ant i ally all regular f ul l -t i me members empl oyed i n posit ions of 
each par t i c i pat i ng county, city; and sch·ool board, and any additiona l e lig i b l e l ocal 
agencies e l ect i ng to partici pate i n t he Sys t em. The p l an p rovides for ret i rement , 
d i sability, and death benefits to pl an members. Retirement benefits may be extended to 
beneficiaries of plan members under c ertain circumstances. Cost - of - living (COLA) 
adjustments a r e provided a t t he d i scret ion of state legi s l atur e. 

Contributions - For t he year ended December 31, 2019, plan members were r e quired to 
cont r ibute 5.00% of wages for non- hazar dous job classifications. Empl oyees hired a fter 
September 1 , 2008 and before January 1 , 2014 are required t o contribute an addi t iona l 
1% t o cover t he cost of medical i nsurance that i s provided t hrough CERS. Participa ting 
empl oyers were requi r ed to cont ribute at an actuarially determined rate . Pe r Kent ucky 
Revised Statute Section 78.545(33), normal contribution and past servi ce contribution 
rates shal l be determi ned by t he Boar d on the basis of an annual va luation l as t 
proceedi ng t he July 1 of a new biennium . The Board may amend contribut ion. r ates as of 
t he first day of Jul y o f the s e cond year of a bienn ium, if i t is det ermined on the 
basis of a subsequent actua ria l va l uation t hat amended contributions rates are 
necessary t o satisf y r equirement s determined in accor9ance with act uari a l basis adopt ed 
by the Board. 
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McCREARY COUNTY WATER DISTRICT 
WA-:cy:R AND SEWER DIVISIONS 

NOTES TO THE "COMBINED FINANCIAL STJ\.TEMENT~ 
DECEMBER ~31, 2019 and 201.8 

NOTE 10 - PENSION PLAN (CONTINUED) 

Plan members who ·began participat'ing .on, or .after , ·January 1 , 2014, were required to­
contribute to the Cash Balance ·p1!'=ln. The . Cash Balance Plan is known . as a hybrid plan 
because it has characteristics of both a defined benefit plan and a defined 
contribution plan. Members in. th~ plan contribute a se,t percentage of their salary 
each month· to t heir own account. Plan members contribute 5 .00% of wages to thei r own 
account and 1% to the health insurance. fund. The employer contribution rate is set 
annually by.the Board based on an· actuarial·valuation. The . employer contributes a set 
percentage of ·each member 's ·salary. Each· month, when employer contributions are 
received, an employer pay credit . is deposited to the member's account. For non­
hazardous members , their account . is ·credited with a 4% employer pay credit . The 
empl oyer pay credit represents a _portion of· the empl°oyer contribution. 

. . . 

For the year ended 0ecember· . 31, 2.01_9, the Distric·t ·· cqntributed 16.22% of each 
employee•·s ·c·overed payroll from January .. to June, 2019 and 19 .30% of each employee's 
covered payroll from July to December, 201.9 to the pen:sion fund, both o f ·which are 
equal to the actuarial l y determin-ed rates. set by the Board. Administrative costs of 
Kentucky Retirement System are f inanced t h~ough employer contributions and investment 
earnings. 

The District contributed. for the ye~rs ended December 31, 2019 and 2018 $200,597 and 
·$167,189, respectively, or 100%·of the . required contribu tion to the pension fund. 

Pension Liabilities,.Expense, Deterred QutfJows of Resources and .Deferred Inflows of 
Resour_ces - At Decemb.er 31, 2019 the District reported· cl liabiliti of $3,111,418 for 
its proportionate share of the net: pension liability. The· net pension liability was 
measured as of June 30 , 2019, and .the. total pension· liabi l ity used to calculate the net 
pension liability was determined by an actuarial valuation as of June 30, 2018, rolled­
forward from t he valuqtion date to June 30,· 2019 usirig generally accepted actuarial 
principles. The District's proportion· of the net pension·- l iability was · determined using 
the District.' s actual contributions for the year ended June 30, 2019·. .This method is 
expected t o be reflective of the District's long- term ·contribution effort. _For the 
year ended Decembe r 31, 2019, the District ' s proporti on was 0 .. 044240 percent, which is 
equal to its propor.tion- measured as·_:of ;;Tune 30, 2019. Fc,r··the year ended -December 31, 
_2018, the District's proportion was O. 045494· percent, "{hich is equal to its proportion 
measured as of June 30, 2018. . 

For the year ended Decernl;ler 31, • 2 d 19, · the District re?cognized pension expense of 
$563,694. At December 31, 2019, the District-reported deferred outflows of resources 
and deferred inflows of resources related to pensions · from ·the following sources: 
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McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
DECEMBER 31, 2019 and 2018 

NOTE 10 - PENSION PLAN (CONTINUED) 

Effects of changes of as sump tions 
Dis t rict contributions subsequent to the 

measurement date 
Difference between projected a nd actual 

earni ngs on p l an investments 
Changes i n proportion and differences 

bet ween District contributions and 
proportionat e share of contri b u tions 

Differences between e xpected and actual 
liab ility experience 

Total 

Deferred 
Outf1ows of 

Resources 

$ 314 ,91 2 

109,006 

38,052 

79,444 

$ 541,414 

Deferred 
l:nfl.ows of 
Resources 

$ 

50,158 

43 ,496 

1 3,146 

S 1 06,800 

The $109 , 006 o f defe r red outf l ows of resources resulting from the Dis t rict 's 
contributions subsequent to the mea surement date wil l be recognized as a reduction o f 
the net pens i on liability in the year e nding December 31, 2020. Other amounts r eported 
as deferred outfl ows o f r esources a nd deferred inflows of resources wi l l be r ecognized 
in pension expense as fol l ows: 

Year ending December 31, 
202 0 
2021 
2 022 
202 3 

$ 226, 1 69 
71 ,629 
24,252 
3,558 

Actuarial Assumptions - The t otal p e nsion liabi l i tj:' , net pens i on liabili t y, a nd 
sensitivi ty information as of J un e 30, 2019 were based on an actuarial valuation date 
of June 30, 2018. The t o t a l pension l iability was rol l ed-forward from the valuat ion 
date (June 30 , 2 018) t o t he p l a n 's fi scal yea r ending June 30, 201 9, using gener a l l y 
accepted actuarial principles, The Board of Trustees adopted new actuarial a·ssumptions 
after the J une 30, 2018 valuation . The t o tal pension l iab ilit y as of June 30 , 2019 was 
determined using t hese upda ted assumptions. The actuarial assumpt i ons for CERS non­
hazard ous e mployees are as f o l l ows : 

I n f l ation 
Pa yroll Growth Rate 
Sala ry Incr eases 
I nves t ment Rate o f Return 

2 . 30% 
2 . 00% 
3 .30% - 10.30% , varies by service 
6.25% 

Page 26 



McCREARY COUNTY WATER OISTRICT 
·WATER. AND SEWER DIVISIONS 

NOTES TO THE'· COMBr'NED FINANCIAL STATEMENTS 
DECEMBER 31 , 201 9 and ·2 018 

NOTE 10 - PENSION PLAN (CONTI NUED) 

The morta l ity table used f or ·active members was the PUB~2010.~ener a l Mortal ity table 
for the non·- hazar dous system, projected with t he ul timat·e r ates from t he MP-2014 
mor tality improvement scale using a base year of 2010 . The mortal ity t able used for 
healthy retired members was a system.:.specific mortali~y table based on- mortality 
experience ·from 2013- 2018, projected ·with the ultimate rates from t he MP- 2014 mortali t y 
improvement scale using a base year of 2019. The mortality table used for disabled 
members was the PUB-2010 Disabled Mortality table, wi t h a 4-year set-forward for both 
male and fern~le rates , projected with the ultimate rates from the MP-2014 mortality 
improvement scale usi ng a base year of .2010. 

Assumptions and funding policies .. ~re reviewed ·against actual plan experience· at l east 
once every• five years t hrough the compfetion of an act_uarial experience s tudy . The 
actuarial assumpt ions used in the: June· 30, ·2019 valua tion were based on the results of 
the most recent act uar ial experience study for the period July 1, 2013 - J une 30, 2018. 
The investment return, price inf l a tion ,· and payroll growth assumptions were adopted by 
the Board of Trustees, for use with the June 30 , 2019 valuation . 

The target a llocation and best estimates of · arithrnetic real rates of return for each 
major asset class are summarized in the f ol lowing table·: • 

Asset Cl.a ss 

US Eq.ui ty 
Non-US Equity 
Private Equit y 
Specia l ty 
Credit/High Y~eld 
Core Bonds 
Cash 
Real Estate 
Opportunist ic 
Real Return 

Total 

. Target 

Long-te .:r:m 
Expected 

~ eal. Rate 
·:Al.l.ocat ion of Return 

18 . 75% 4.30% 
18.75% · 4.80% 
10 . !)0% 6.65% 

15.00% 2 .60% 
13.50% 1.35% 

1.00% 0 . 20% 
5 . 00% 4.85% 
3.00% 2:$7% 

15 .00% 4.10% 

100.00% 

Discount Rate - The discount rate used to measure the total pension l iabi lity was 6.25. 
percent at _June 30, 2019. The projection of cash flows used to. determine the di scount 
rate assumes t hat each fund rece i ves t he employer required contributions each future 
year as determined by the current f unding policy established in statute, which i ncludes 
the phase-in provisions from House Bill 362 . (passed in 2018) that applies t o the CERS. 
The discount rate . does not use a municipa l bond rate . 
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McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COMBINED FINANCIAL STJ!~TEMENTS 
DECEMBER 31 , 2019 and 2018 

NOTE 10 - PENSION PLAN (CONTINUED) 

Sensitivity of the District's Proportionate Share o f the Net Pension Liability to 
Changes in the Discount Rate The following tabl e presen ts t he District's 
proportionat e sha re of t he net pension l i abi lity calculated us ing t he discount rate of 
6 . 25 percent , as wel l as what t he Distr i ct ' s proportionate s ha re of t he net pension 
liabil i ty would be if it were calcul a ted using a di scount rate that is 1-percentage­
poi nt lower (5 . 25 percent ) or 1- percent age-point hi gher (7 . 25 percent) t han the current 
r ate : 

1% decrease 
Current discount ra t e 
1% increase 

Discount rate 

5.25% 
6.25% 
7.25% 

Dj[strict ' s 
proportionate 
s hare of net 

p ension 
liability 

$ 3 , 891, 503 
$ 3,111,4 18 
$ 2,4 61 ,227 

Payable to the Pension Pl an - At December 31, 2019 and 2:018 , t he Di strict reported a 
payabl e of $19, 292 and $15 , 856 , respect i vely, f or t he outstanding amount of 
contribut i ons t o t he pension plan required f or t he year t hen ended . The payabl e onl y 
incl udes t he pens ion portion of the c·ontribution . Plea se r e fe r to Note 11 for the 
amount due to t he insurance fund . 

NOTE 11 - OTHER POST-EMPLOYMENT BENEFIT PLAN 

Under the provisions of Kentucky Revised Statutes 61 . 645 and 61.701 , t he Board of 
Trustees of Kent ucky Retirement Systems administers the I~entucky Employees Retirement 
System (KERS) , County Employees Retirement System. (CERS) ,. and State Police Retirement 
System (SPRS). McCreary County Wa ter District is a partic i pat i ng empl oyer of t he CERS. 
The pl an issues publicl y available financial s t a t ements which may be downl oaded from 
t he Kentucky Retirement Syst ems webs i te. 

Pl an Description - The Kentuc ky Retirement Systems' (KRS) Insurance Fund was 
established to provi de hospita l and medical insurance fc,r elig i b l e members receiving 
benefits from KERS, CERS , and SPRS . Although the assets of the systems are invested as 
a whole, each system's assets are used onl y for the payment of benefi t s to the members 
o f that plan and t h e adminis tra t ive costs incurred by 1those rece iving an i nsurance 
benef i t. 

The CERS Non-hazardous I nsurance Fund i s a cost-sharing mu l tipl e-employer defi ned 
benefi t Other Post- employment Benefits (OPEB ) plan th.a t covers substantially al l 
regular f ull- time members emp l oyed in pos itions of each pa1rticipat ing county, city, and 
school board , and any additional el igible local agencies e,l ecting to participate in the 
System. The pl an provides for health i nsurance benefits t o pl an members . OPEB may be · 
extended to beneficiaries of plan members under certain circumstances . 

Membership i n the CERS Non-hazardous Insurance Fund consisted of the fo l lowing at June 
30, 2018, the date of t he la tes t actuarial valua t ion : 
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WATER~ SEWER DIVISIONS 

NOTES TO THE COMBINED ·FINANCIAL .STATEMENTS 
DECEMBER 31 , 201 9 and .. 2018 · 

NOTE 11 - OTHER POST-EMPLOYMENT. BENEFiT PLAN (CONTINUED) . 

Membership Status 

Inactive plan members currently -
receivi ng benefits: 

I nactive plan members entitlee to 
but not yet receiving benefits: 

Act ive plan members: 
Total p'ian members: 

. 35,157 

.8 / 214 
81 , 470 

124,841 

Actuarial Assumptions - The tot al OPEB liability, net· OPEB liability, and sensitivity 
information as of June 30, 201~-, · were based on an actuarial val uat i on date of June 30, 
2018 . The total OPEB liability was rolled-forward.from the valuation.date (June 30, 
2018) to the plan ' s fisca l year· ending June 30, 2019, using generally accepted 
actuarial pri nciples. The Board of Tru.stees adopted n·ew actuarial assumptions after 
the June 30, 2018 valuation. The total pension liability as of June 30, 2019 was 
determined . using these updated a·ssumptions. The actuarial assumptions for CERS non­
hazardous employees are as follows: 

Inflation 
Payroll Growth Rate 
Salary Increase 
I nvestment. Rate of Return 
Healthcare Trend Rates 
Pre - 65 

Post - 65 

2.30% 
2.00%, CERS non- Qazardous 
).30-10.30%, vari~s by service 
6·. 25% 

Initial trend starting at 7 . 00% at 
january i, 2020 ,- and gradually decreasing 
to an ultimate tre nd rate of 4.05% over a 
period- o f 12 yeais . 

tni t ial t r .end s t a:r;.ting at_ 5 . 00% at 
.January 1, 2020~ .and ~ radually decreasing 

to an ultimate trend rate of 4.05% over a 
~eridd of 10 years, · 

The mortalhy table used for acti.ve members was t he P.U~_-2010 General Mortality table,· 
projected wi th t he ul timate rates from .the MP- 2014 mortality improvement scale using a 
base year of 2010. The mortality _table used for healthy retired members was a system­
specific mortality table based on mortality e~perienc~ f r om 2013- 2018 , projected •with 
the ul t imate rates .from t he MP- 201_4 mortal _i ty improvement scale using a base year of 
2019 . The mortality table used f_or_ disabl ed members was t;he PUB- 2010 Disabl ed .Mortality . 
table, with a 4-year set- forward for bot h ma le and female rat es, projected with the 
ulti mate rates fiom _the MP- 2014 mortality i mprovement scale using a base year of 2010. 

Assumptions and fundi ng pol icies are i:'evi ewed against .actual pl an experience at least 
once every five years through the completion of an actuarial experience · s t udy . · The 
actuarial assumptions used in the· June · 30, -2019 valuati·on .were based on the results of 
the most recent act uarial experi ence study for the period Jul y 1, 2013 - June 30, 2018 . 
The new actuarial assumpt ions were adopted by the Bo~r d . of Trustees, for use with the 
June 30, 2019 valuat ion. 

Page 29 



McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
DECEMBER 31 , 2019 and 2018 

NOTE 11 - OTHER POST-EMPLOYMENT BENEFIT PLAN (CONTI NUED) 

Discount Rate - The single discount rate of 5.68% fo r CERS Non- hazar dous is based on 
the l ong-term expected rate of return on OPEB plan investments of 6.2 5% and a l ong-term 
municipal bond rat e of 3.13% as reported in Fideli t y Index's "20-Year Municipal GO AA 
I ndex" as of June 28, 2019. The proj ection of cash f lows used to deter mi ne t he 
discount r ate assumes that each fund receives the employer required contributions each 
future year as determined by the current f undi ng policy established i n statut e , which 
i ncludes t he phase- in provisions from House Bi l l 362 {passed in 2018) that applies t o 
the CERS . 

The t arget a l location a nd bes t est imates of arithmetic rea l rates of return for each 
major asset class are summarized in t he fol l owi ng table : 

Asset Cl.ass 

US Equity 
Non-US Equity 
Private Equity 
Specialty 
Credit/High Yiel d 
Core Bonds 
Cash 
Rea l Estate 
Opportunisti<;= 
Real Return 

Total 

Ta rget 

Lo ng-term 
Expected 

Real. Rate 
Al.l.oca t ion of Retu rn 

18.75% 4.30% 
18.75% 4.80% 
10 . 00% 6 . 65% 

1 5. 00% 2.60% 
1 3 .5 0% 1.3 5% 

1.00% 0 . 20% 
5 . 00% 4 . 85% 
3.00% 2.97% 

15 . 00% 4. 1 0% 

100.00% 

Implicit Subsidy - The ful ly- insured premi ums KRS pays for the Ken tucky Emp l oyees' 
Heal t h Plan a re blended rates based on the combined expe~ience of active and ret ired 
member s . Since t he average cost of providing heal th care benefits to retirees under 
age 65 is higher than t he average cost of providing health care benefits to active 
empl oyees, t he r e is an impl icit empl oyer subsidy f or non-Medicare eligible retirees . 
Participating employers should adj ust their contribution s by t he impl icit subsidy to 
determine t h e total employer contribution for GASB Statement No . 75 purposes. This 
adjustment is needed for cont ributions made during the measurement period and f or t he 
purpose of deferred outflows r ela ted to contributi ons made a f ter the measurement da t e . 
McCreary County Water District's i mplicit subsidy for the years ended December 31~ 2019 
and ~018 was $15 ,973 a nd $13, 030 , respectively. 

Contributions - Participating employers are requ i red to contribute at an actuarial ly 
determi ned r ate. Per Kentucky Revised Statute Sect i on 78.54 5 (33 ) , norma l contribut ion 
and past service contribution rates shall be determined by the Board on the basis of an 
annual valuation last preceding July 1 of a new b ienni um . The Board may amend 
contribut ion r ates as of the fi r s t day of Jul y o f the second year of a biennium, if i t 
is determi ned on t he basis of a subsequent actuaria l valuation tha t amended 
contributi ons rates are necessary to satisfy requirements determined in accordance with 
act uari a l bases adopt ed by the Board . 
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McCREARY COUNTY WATER DISTRI CT 
WATER AND SEWER DIVI SIONS 

NOTES TO THE COMBI NED FINANCIAL STATEMENTS 
DECEMBER 31, 2019 and 2018 

NOTE 11 - OTHER POST- EMPLOYMENT BENEFIT PLAN (CONTINUED) 

For the year ended December 31, 2019 , the District contribut ed 5.26% of each employee ' s 
covered payroll from January to June , 2019 and 4 . 76% of each empl oyee's covered payrol l 
from _ J u ly to December, 2019 to the insurarice fund, both of which are equa l to the 
act uari ally determined rates set by the Board . Administrative costs of Kent ucky 
Retirement Systems are f i nanced t hrough empl oyer contr i buti ons and inves t ment ear nings. 

Emp loyees hired after Sept ember 1, 2008 are required t o contri but e an addi tional 1% of 
their covered payroll to the i nsurance fund. Con t ributions are deposited to an account 
c r e ated fo r the payment of heal th insurance be nefit s under 26 USC Sect i on 401 (h ) . 
These members are classified in the Tier 2/Tier 3 s t ructur e of b ene f its and the 1% 
cont ribution to t he 40l(h ) a ccount i s non-re f undabl e : 

McCreary County Wat er District contributed for the year s ended December 31, 2019 and 
2018, $56,587 and $54,241 , respect ivel y , or 100% of the required contribut i on to t he 
i nsurance fund . For addi t iona l i n for ma t ion regarding contribut i ons , p l ease refer to 
Note 10 . 

OPEB Liabilities, Expense, Deferred Outflows of Resources and Deferred Inflows of 
Resources - At December 31, 2019, the Dis t r i ct report ed a l i ability of $743 , 912 for i t s 
proportionat e share of the net OPEB l i abili t y . The net OPEB liabi l i ty was measured as 
of June 30, 2019, and the total OPEB l iabili ty used to cal culate the net OPEB liabi lity 
was de t ermined by an actuaria l valuation as of J une 30 , 2018, r olled- f orward to June 
30, 2019 using general l y accepted actuaria l princ i ples . The Dist rict ' s p r oport i on of 
the net OPEB liability was determined using the Distric t' s actual contr i butions for t he 
year ended June 30, 2019 . This met hod is expected to be refl ec tive of t he Dis t rict ' s 
long- t erm contribution effort. For the year ended December 31, 2019 , the Dis t rict ' s 
proporti on was 0 . 044240 percent, which is equal t o i t s proportion measured as of J une 
30, 2019 . For t he year ended December 31 , 2018 , the District's proportion was 0.045494 
percent, whi ch i s equal t o i t s p r oportion measured a s o f J une 30 , 2018 . 

For the year ended Dec ember 31, 2019, t he District recogni zed OPEB exp ense of $81 , 291. 
At December 31 , 2019, the Dis t rict reported deferred outflows of resources and deferred 
i nflows of resources rel ated t o other post-emp l oyment benef i ts from the fo l lowing 
sources: 

Effects of changes of assumptions 
Dis trict contributions subsequent to the 

measur ement date (incl uding implici t 
subsidy) 

Differences between proj ected and actual 
earnings on plan investments 

Difference s be t ween expected and actual 
liability experience 

Changes i n proportion and di fferences between 
District contributions and proporti onate 
share of contributions 

Total 
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Deferred 
Outflows of 

Resource s 

$ 220 , 129 

42, 857 

17 , 702 
$ 280,688 

Deferred 
I n f l ows of 
Resou rces 

$ 1,472 

33,042 

224,4 54 

22, 508 
$ 28 1,476 



McCREARY COUNTY WATER DISTRicr 
WATER AND SEWER . DIVISIONS . . 

NOTES TO THE. COMBINED FINANCIAL STATEMENTS 
DECEMBER 31, .2019 and -2018 , 

NOTE 11 - OTHER POST-EMPLOYMENT BENEFIT PLAN (CONTINUED) 

The $42,857 . of deferred outflo~,s of resources · resulting from the Dis trict 's 
contribution,s subsequent to the measur.ernent date of $26 ,884 and the December 31, 2019 
implicit subsidy of $15,973, .wi ll be recognized as a reduction of the net OPEB 
liability in the year ending December. 31, 2020. Other amounts reported as deferred 
outflows of r esources and deferred j,nflows of resources will be recognized_ in OPEB 
e xpense as follows: 

Year ending December 31, 
. 2020 

·2021 
· 2022 
·20·23 
2024 

Thereafter 

(5,836) 
(5 ,83 6) 
4,669 

(15,455) 
(17,520) 
(3,667) 

Sensitivity of the District's Proportionate Share of the Net OPEB Liability to Changes 
in the Discount Rate - The following . table presents the District's proportionate share 
of the ne~ ~PEB liabilit y calculat ed using the single discount ,rate of 5 .68 percent, as 
well.as what t he.District 's proportionate share of the net OPEB liability would be if 
it were calcul ated using a d iscount rate that is 1- percentage-point lower ( 4. 68 
percent) or 1- percentage- point ·h igher ( 6. 68 pe r centi ·· t )"lan t he current rate. 

1% decrease 
Current discount rate 
1% increase 

Discount 
rate · 

4 .68% 
.s. 68% 
6 . 68% 

District's 
P.roportionafe 
share of net 

OPEB liability . . 

$ 

$ 

$ 

996,536 
743,912 
535,766 

Sensitivity of the District's .Proportionate Share of "'th'e Net OPEB Liability to Changes 
in the Healthcare Cost Tre11d Rate ..:. ThEi 'following 'tal:He presents the District's 
proportionate share of the ,net OPEB liab:i,.lity calcu lated. using the curre.nt healthcare 
cost trend. rates (see detai l s i:n ·Actuarial Assumptions above), as well .as what . t he 
District 's proport1onate share of the net OPEB liability woul d be i f i t we r e cal culated 
using healthcare cost trend rates that are 1 percen~a9e poirit lower or 1 percentage 
point higher· than the current ra.t es. · 

1% decrease 
Current hea lthcare 

cost trend rate 
1% incre ase 

District's 
proportionate 
share o .f net 

OPEB liability 

$ 
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. 743 , 912 
975, 111 



McCREARY COUNTY WATER DISTRICT 
WATER ·AND SEWER DIVISIONS · 

NOTES To· THE ·co~INED FINANCIAL STATEMENTS 
DE<:;;MBER 31 , 2019 and 2018 · 

NOTE 11 - OTHER POST-EMPLOYMENT BENEFIT PLAN (CONTINUEE>}. 

Payable to the OPEB Plan - At December 31, 2019 and 2018·, the District report ed a 
payable of $4 ,758 and $5,142, respectively, for ·the outstanding amount of contributions 
to the insurance plan required f or the_ years then ended. The payable only ·includes the 
insurance portion of the contribution. Please refer to Note 10 for the amount due to 
the pension plan. 

NOTE 12 - SUBSEQUENT EVENTS 

On March 11, 2020, the World Health Organization declar ed-the coronavirus (COVID- 19) 
outbreak to be a global pandemic. COVID- 19 continues to spread across the globe and is 
i mpacting worldwide economi c activjty 9 nd the financial markets . The conti nued spread 
of the disease represents a significant risk that operations could be disrupted in the 
near future . The extent to whi ch __ COVID-19 impacts the District will depend upon f uture 
developments, which a re highly uncertain. and cannot be predicted . As a result, the 
District has not yet determined __ the i mpact t his disrupt ion may have on i ts financial 
statements for t he year ending December 31 , 2020. 

Subsequent events were evaluated through August 20, 2020,_ . which is the date 1:.he 
financial statements were avai l able to be issued. 

NOTE 13 - RESTATEMENT OF NET POSITION 

During 2018 the District -implement ed ·GASB · St a.tement No. 75, Accounting and Financial 
Reporting for Post-empl oyment Benefits Other Than Pensions, which addresses f i nancial 
reporting for state and local government employers whose empl oyees are provided with 
post-employment benefits other· than pensions. Statement No. 75, replaces the 
requirements of Statement No. 45, Accounting and Financial Reporting by Employers for 
Post- employment Benefits Other T_han Pens ions, as amended. 

The guidance contained in Statement 75 changed how governments calculate and report the 
costs and qbligations associated with post- employment benefits other t han pensi ons 
(OPEB). Under the new standards GASB requires that cos t-sharing governments report a 
net OPEB l iability, OPEB expense , and OPEB related deferred i nf l ows and outflows of 
resources b,_ased on their proportionate share of the collective amounts for all the 
governments in the plan. In addit ion , GASB requires. Statement 75 to be applied 
retroactivel y . This accounting Ghange, results i n the following changes to previously­
reported amounts: · 

Net pos ition, at beginning of year 
Beginning net OPEB liability· and 

deferred outf l ows 

Net posi t ion, at beginning of year, as restated 
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2018 

'$28 , 207 , 608 

(714,388) 

$27 ,4 93,220 
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McCREARY COONTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

COMBINING STATEMENT OF NET POSITION 
DECEMBER 31, 2019 

ASSETS 
Current assets: 

Cash and cash equivalent s 
Unbilled revenues 
Accounts receivable, net 
Other receivables 
Due from associated division 
Inventory 
Prepaid expenses 

Total current assets 

Non-currant assets: 
Restricted cash and cash equiva l ents 
I nvestments 
Capital asse t s: 

Utility pl ant 
L~ss accumulat ed depreciation 

Constr uction in process 
Total non- current assets 

Deferred outflows of resources: 
Deferred outflows - other post-employment benefits 
Deferred outfl ows - pension 

Total deferred outflows 

Total assets a nd deferred 
outfl ows of r esources 

current liabilities: 
Accounts payable 
Acc rued interest 

LIABILITIES 

Due to associ ated d i visi on 
Taxes payabl e 
Other accrued l iabilities 
I mplicit subsidy - other post- employment benefits 
Customer 9eposit s 
Not es payable - current 
Revenue bonds - current portion 

Tot al current l iabil i t i es 

Non-current liabilities: 
Revenue bonds - net c urrent portion 
Notes payable 
Net other pos t-empl oyment benefits l iability 
Net pension liability 

Total non-current liabili t i es 

Deferred inflows o ·f resources: 
Deferred i nflows - other post-employment benefits 
Deferred i nflows - pension 

Total deferred inflows 

Total liabilities and deferred 
inflows of resources 

NET POSITION 
Invested in capi ta l asse ts, net 
of rel ated debt 

Restricted for debt service and construct i on 
Unrestricted 

Tot al net position 

Total liabilities, deferred inflows 
of resources and net posit ion 

See Independent Auditor "s Report. 

McCreary County 
Water Sewer 

$ 223,489 $ 44,569 
211, 797 a9,s10 
281,357 102,223 
36,673 7 , 852 

1,416,013 
98,789 35,375 
17, 556 

2,285,674 270,829 

294 , 773 49, 196 
354,178 

43,971 ,527 19, 14 1,071 
(17,959, 737) (8,101,380) 

701,179 
27,361,920 11 ,088, 887 

229,041 51, 647 
44 1,794 99,620 
670,835 151,267 

$ 30,318,429 $11,510,983 

$ 273,812 $ 52, 533 
102, 212 29, 456 

1,4 16,013 
16, 100 2,551 

152, 477 41,586 
13,034 2,939 
37,385 

563,945 
350, 107 55, 500 

1,509,072 1,600, 578 

7,536,093 1,482,500 
1,176,973 

607, 032 136,880 
2,538,916 572,502 

11,859,014 2 , 191,882 

229,684 51,792 
87, 149 19,6$1 

316,833 71, H3 

$13,684, 919 $ 3,863,903 

$ 17,085,851 $ 9, 501, 69] 
648 , 951 49 , 196 

(1,101,292) (1,903,807) 
16,633, 510 7,647,080 

$ 30,318,429 S 11,510,983 
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Eliminations Total 

$ $ 268 ,058 
292 , 607 
383,580 

44,525 
(1,416,013) 

134, 164 
17, 556 

(1,416,013) 1,140,4 90 

343,969 
354 , 178 

63, 112,598 
(26,061,117) 

701 , 179 
38,450,807 

280, 688 
541,414 
822,102 

$ (1, 416,013) S 40, 41j, 399 

$ $ 326,345 
131,668 

{1, 416,013) 
18,651 

194 ,063 
15, 973 
37,385 

563,945 
405,607 

(1,416,013) 1,693,637 

9 , 018,593 
l, 176, 973 

743,912 
3 , 111 ,418 

14,050, 896 

281,476 
106, 800 
388,216 

$ (1,416,013) $16, 132 , 809 

s 26,587, 542 
698 , 147 

(3,005,099) 
24 ,280,590 

S (1,416,013) S 40,4 13,399 



McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVISIONS 

COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION 
FOR THE YEAR ENDED DECEMBER 31, 2019 

Operating revenues 
Residential sales 
Commerci al sa l es 
Industrial sales 
Governmental sales 
Other sales and fees 

Total operating ~evenues 

Operating expenses 

General and administrative costs 
Payrol l and contractual services 
Repairs and maintenance 
Other supplies and expenses 
Depreciat i on 

Total operating expenses 

Opera t i ng loss 

Nonoperating revenues (expenses) 

Interest income 
Other income 
Gain (loss) on disposal of fixed assets 
I nterest expense 

Total nonoperating revenues 

Loss before contributions 

Capital grants received 

Change i n net position 

Total net position on 
December 31, 2018 

$ 

McCreary County 
Water 

2,308,122 
247,148 

5,964 
697,600 

95,264 
3,354,098 

180,568 
1,922,464 

881,841 
1,089,345 
4,074,218 

(720, 120) 

12,557 
203, 118 

(292,321) 
(7 6,646) 

(796, 766) 

33,854 

(762,912) 

17,396, 422 

$ 

Sewer 

343,035 
172,930 

5,294 
536 ,377 

48 , 098 
1, 105,734 

23,036 
747,117 
195,657 
328,401 
532,441 

1,826,652 

(720,918) 

819 

4,200 
(58,911) 
(53,892) 

(774 , 810) 

(774,810) 

8,421,890 

$ 

Total 

2,651,157 
420,078 
11,258 

1,233,977 
143 , 362 

4,459,832 

203,604 
2,669,581 

195 , 657 
1,210,242 
1,621,786 
5,900,8 70 

(l, 441, 038) 

13,376 
203 , 118 

4,2 00 
(351 ,232) 
(130,538) 

(1,571,576) 

33,854 

(1,537 , 722) 

25,818,312 

Total net positi on on 
December 31, 2019 $ 16,633,510 s 7,64i,o8o S 24,280,590 

See Independent Audi tor's Report 
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Cash Flows f ro m Operating Activities 

Cash received frcm customers 
Operating expenses: 

General and administrat i ve 

Payroll and related expenses 
Repa irs and maintenance 

Other supplies and expenses 

McCREARY COUNTY WATER DISTRICT 
WATER AND SEWER DIVIS IONS 

COMBINING STATEMENT OF CASH FLOWS 
DECEMBER 31, 2019 

Water 

$ 3,287,950 $ 

(180,568) 
(1,766,994 ) 

(792,801 ) 
Net cash provided by operating activities 547,587 

Cash Flows from Capital and Related 

Financinq Activities 

Acqui sition and construction of capital assets 
Proceeds from sale of capital asset s 

Principal pai d on debt 
Proceeds from debt borrowings 
Interest paid on debt 
capi tal contributions 

Net cash used in capit~l 
and rel ated financing activities 

Cash Flows from Investing Activ ities 

Interest income from investments 
Other cash receipt s 

Net cash provided by 
investing activiti~s 

Net (decrease) increase in cash 
and cash equiva lents 

Cash and cash equiva l en t s., at beginning of year 

cash and cash equivalents, at end of year 

Unres~rict ed cash and cash eq~ivalent3 
Restri cted cash and cash equivalents 

Total cash and cash equivalents, at end 

See Independent Auditor's Report. 
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of year 

(805,664) 
4,200 

(416,912) 
517,918 

(290,846) 
33,854 

(957,450) 

12,577 
203,118 

215,695 

(194, 168) 

1,066, 608 

$ 872,440 $ 

$ 223,489 $ 

648,951 

$ 872,440 $ 

S@wer Total 

1,062 ,761 $ 4,350, 711 

(23,036) (203,604) 
( 527, 726) (2,294 , 720) 
(195,657) (195,657) 
(178,514 ) (971,315) 
137,828 685 ,415 

(2,205) (807 ,8 69) 
4 ,200 

(44,500) (461,412 ) 
517 ,9i 8 

(58,911 ) (349,757) 
33,854 

(105,616) (1,063,066) 

819 13,396 
203 , 118 

819 216,514 

33,031 (161,137) 

60,734 1,127 ,342 

9 3,765 $ 966,205 

44,569 $ 268, OS8 
49,196 698,147 

93,765 $ 966,205 



McCRE.11.RY COUNTY WATER D!STRICT 
WATER AND SEWi::R DIVISIONS 

COMBINING STATEMENT OF CASH FLOl'/S (CONTI NUED) 
DECEMBER 31 , 2019 

Water Sewer 

R.Qconcil,i a t .ion of operating l oss to net ca.sh 

provided by operating activities: 

Operating l oss $ (720 , 120) $ (720,918) 

Adjustments to reconcil e operating loss to 
net cas h provi ded by operating activities: 
Depr eciation 1,089,345 532 , 44 1 
Change in assets and l iabilities: 

Increase in receivable s (66, 148) (42,973) 
Decrease in inventories 9, 414 5,655 
Increase in prepaids 5,088 
Decre.ase in accounts payable 152,547 17,350 
Increase in customer deposits 2, 150 
Increase in accrued liabili t ies 20, 916 25,801 
!Decrease) i ncrease in net OPEB obligation (31,141) 42,911 
Increase in ne t pens i on obli gation 186, 611 176,480 

Ne t ca.sh provided by operating activities $ 6q8 ,662 $ 36,753 

See Independent Auditor's Repor t . 

Total 

$ (1 , 441 , 038) 

1, 621,786 

(109 , 121) 
15 , 069 

5,088 
169, 897 

2 , 150 
4 6, 723 
11,770 

363,091 

$ 685,4 15 
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Mccreary County Water District 
Schedulo of -Proportionate Shue of the Ne t Pensi.on Liability 
As of and for tjle Year Ended December 31., 2019 

District's proportion of the net pension liability 
District's proportionate share of the n~t pension . 

liability 
District's covered employee payroll 
District;s share of the net pension liability . 

as a percentage of its covered employee payrol i 
Plan fiduciary net position as a percentage 

of. the total pension liability 

District's proportion of t he net pension l i ability 
Dist rict ' s proportionate share of. the net pension 

liability 
District's _covered employee payroll 
Di~trict ' s share of the net.pensi on liability 

as a percentage of its covered employee payroll 
Plan fiduciary net position as a per·centage 

of the total pensi on l iability 

Notes: 

$ 

$ 

$ 

$ 

2019 

0.044240% 

3,111,418 
1,115,92 6 

278 . 82% 

50 . 4 5% 

.. 
2016 

0.043507% 

2, 142, 121 
1,024,456 

209.10% 

55.50% 

2018 2017 

0.045494% 0 .043724% 

$ 2,770,845 $ 2,559,300 
$ 1,127,618 $ 1,064,570 

245.73% 240 . 41% 

53 .54% 53 . 32% 

2015 2014 

0.049430% 0.042430% 

$ 1,738,371 $ 1,376,595 
$ 949,859 $ 973·, 416 

183. 01% 141. 42% 

59.97% 66.80% 

Schedule is intended to show information for the last 10 fiscal years. Additional years 
will be displ ayed as they become available. 

The amounts presented for each fiscal year were.determined (measured) as of ~une 30, of 
the fiscal year presented. 
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MeCJ:eary County Water District 
Schadul• of Pansion Contributions 
As of and for the Year Encled December 31, 2019 · 

Contractuall y required employer 
contributions 

Contributions relative t o cont ractually_ 
required employer contributi ons 

Contribution excess (deficiency) 

District's covered empl oyee payroll 
Employer contributions as a percentage 

of covered-employee payroll 

Contractually required employer 
contributions 

Contributions relat i ve to contractually 
required employer contri butions 

Contribution excess (deficiency) 

District ' s covered employee payroll 
Emp.loyer contributions as a percentage 

of covered- employee payroll 

Notes: .- . 

$ 

$ 

$ 

$ 

$ 

$ 

2019 

,200, 597 $ 

200,.597 
$ 

1 ,129,480 $ 

17. 7 6~ 

2016 

134,208 $ 

134 ,206 
$ 

1,015,760 $ 

13.21% 

2018 2017 

167,189 $ 160,610 

167,189 160,610 
$ 

1,088,383 $ 1, 128,886 

15.36% 14. 23% 

2015 2014 

126,892 $ 127,882 

126,892 127,882 
$ 

1,009,246 $ 965,456 · 

12.57%. 13.25% 

Schedule is i ntended t o show i nformat ion for the last 10 fisca l years. Additional years will 
be displ ayed as they become avail able . 

Contractually required employer contributions exclude the portion of contributions paid to the 
CERS, but allocated to the insurance. f und of the CERS. 

The above contributions only incl ude those contributions allocat ed directly to the CERS 
pension t und. 

The amount s presented for each fisc~l ·year·were determined (measured) as of December 31, the 
reporting year end of the Distri_ct . . 
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McCreary County Water District 
Schedule of Proportionate Share of the Ne t OPEB Liability 
As of and for t he Year Ended December 31 , 2019 

District' s proportion of t he net OPEB liability 
Dis t ric t's proport ionate share o f the ne t OPEB 

liability 
Dis t r ict ' s covered emplo yee payr oll 
Dist rict's share of the net OPES liability 

as a percentage of i ts covered empl oyee payrol l 
Plan fiduciary net posi tion as a percentage 

of t he total OPES l iabil ity 

Notes: 

$ 

s 

2019 2018 2017 

0. 044229% 0 .045494% 0 .043724% 

743,912 $ 807, 737 $ 879,002 
1,115,926 s 1, 127,618 $ 1,064, 570 

66 . 66% 71 . 63% 82. 57% 

60 . 4 4% :,7. 62% 52.39% 

Schedul e i s intended to show information for the l as t 10 f iscal years. Addi tional years wiil 
displayed a s they become availabl e. 

The a.mounts presented for each fisca l year were determined (measured) as o f June 30, of the 
year presented. 
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McCreary County Water District 
Schedule of OPEB Contributions 
As of and for the Year Ended December 31, 2019 

2019 2018 2017 

Contractually required empl oyer 
contributions $ 56, 587 $ 54,241 $ 53,219 

Contributions relative to contractually 
required employer contributions 56, 587 54 ,241 53,219 

Contribution excess (deficiency) $ $ $ 

District' s covered employee payroll $ 1, 129,480 $ 1, 088,383 $ 1, 128,886 
Employer contributions as a percentage 

of covered-employee payroll 5.01% 4.98% 

Notes : 
Schedul e is int ended t o s how information for the l ast 10 fiscal years. Additional 
years wil l be displayed as t hey become avail able. 

Contractua l ly required employer contributions e xclude t he portion of contributions 
paid to the CERS, but al locat ed to t he pensi on f und of the CERS . 

The above contribut ions only include those contributions allocated directl y to the 
CERS insurance fund . 

The amounts presented for each fiscal year were determined (measu red) as of 
December 31, t he reporting year end of t he District. 

4. 71% 
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McCreary County Water District 
Schedule of Changes in Benefi ts and Assumptions 
As of a n d for the Year Ended December 31, 2019 

County Employee Retirement System 

Changes of benefit terms 

During the 2018 legislative session, House Bill 185 was enacted, which updated 
the benefit provisi ons fo r act i ve members who die i n the line of duty . 

- Pension - Benefits paid to che spouses of deceased members have 
been increased from 25t of the member 's final rate of pay to 
75% of t h e member's average pay . . If the member does not have a 
sur viving spouse, benefits pa id to surviving chi ldren have bee n 
increased from 10% of the member's final pay rate to 50% of 
aver age pay f or one child, 65% of a verage pay for two chi l d ren , 
o r 75% of average pay for three children . 

- I nsurance The system shall now pay 100% of the insura nce 
a c tive members who die premium for spouses and children of all 

in the l i ne of duty . 

Changes in asswnptions 

The follow i ng changes were adop t ed by the Board o f Trustees and reflected i n 
the va l uation performed as of June 30 , 2019: 

- The r ate of i nf l ation, payroll growth rate, salar y i ncreases, 
and invest ment rate of return assumptions remain t he same as 
those adopted for t he June 30, 2017 va l uation. 

- The sal ary increase assumption was i ncreased from an average 
of 3 . 05% to a r ange t hat var ies by service o f 3 . 30% - 10 .30%. 

- The hea lthcare trend rates used wer e updated t o the following: 

Pre-65 - Initial t rend starting a t 7. 00% a t January 1, 
20 20, and gradually decreas i ng to an u l timate trend 

rate of 4 . 05% over a -per iod o f 12 years . 

Post-65 - I nitia l trend starting at ·5. 00% a t January 1, 
2020, and gradually decreasing t o a n u l timate t rend 
rate of 4 . 05% over a period of 10 'years. 

- The mor tality tables used were upda t ed t o the following: 

Active members PUB 2010 General Mortality table, 
projected with the ultimate rates from the MP- 2014 
mortality improvement scale us i ng a base year of 2010 . 

Hea l thy retired 
table based on 
projected wi th 

members 
mortality 

System specific 
experience 

the ult i mate rates 
from 

from 

mortal ity 
2013-2018, 

MP-2014 
mortal .tty improvement scale using a base yea r of 2019. 

Disabled r etired members PUB 20 10 Disabled 
Mortali t y table , with a 4- year set-forward for both 
male and female rates , p ro j•ected with t he u l timate 
rates from the MP-2014 mor tal~ty scale us ing a base 
year of 2010. 
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McCreary County Wa ter District 
Schedul e of Changes in Benefits and Assumptions (co nti nue d) 
As of and f or the Year Ended December 31 , 2019 

Coun ty Empl oyee Retirement Sys tem 

The foll owi ng changes wer e adopted by t he Board of Trustees · and reflected in 
the valuation pe rfo rmed as of June 30, 2 017 : 

- The assumed investment rate of return was decreased from 7 . 50% 

to 6.25% . 

- The assumed rate of infl ation was r educed from 3 . 25% t o 2 . 30% . 

- The pa yroll g r owth assumption wa s reduced from 4.00% to 2. 00%. 

- The salary increase assumption was r educed from 4. 0 0% average 
to 3 . 05% average . 

The following changes were adop ted by the Board of Trustees and re f lected in 
the valuatio n p erformed as of June 3 0 , 2 0 15: 

- The assumed investment rate o f return was decreased from 7. 7 5% 
to 7 . 50%. 

- The assumed rate of infl ation was reduced from 3.50% to 3 . 25%. 

- The assumed rate of wage inflation wa·s reduced from 1% to 
0 . 75% . 

- The payroll growth assumption was reduced from 4 . 50% to 4.00% . 

- The mortality table used for active members is RP- 200 0 Combi ned 
Mortal ity Tab l e pro jected wit h Sc~l e BB 2013 (multipl ied by 501 
for males and 30% for females) . 

- For healthy retir ed members and beneficiaries, the mort a l ity 
t able used is the RP-2000 Combi ned Mortality Table pro jected 
with Scale BB to 2013 (set-ba c k one year for females) . For 
disabl ed members, the RP-2000 Combi ned Disabled Mortality .Tabl e 
projected wi t h Scale BB to 2013 (set-back f o ur years _for males) 
i s used · for t he period after disability retirement. There is 
some margin i n t he curre n t rnorta li ty tables for possible f uture 
improvement in mortal ity rates and that margin wi l l be reviewed 
again when the next experience investigation is conducted. 

- Assumed rates of r eti rement, withdrawal , and disability were 
updated to more accurately r e flect experience. 
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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 

Board of Commissioners 
McCreary County Water District 

Water and Sewer Divisions 
Whitley City , Kentucky 42653 

We have audited, in accordance with the auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained 
in Government Audi ting Standards issued by the Comptroller General of the United 
States, the combined financial statements of the business- type activities of the 
McCreary County Water District , Water and Sewer Divisions (the District) , as of and 
for the year ended December 31 , 2019 , and the related notes to the financial 
statements which collectively comprise the District ' s basic financial statements and 
have issued our report thereon dated August 20 , 2020 . 

I nternal Control Over Financial Reporting 

In planning and performing our audit of the financial statements , 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 Di strict ' 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 entity' s financial statements will not be prevented, or detected and corrected on 
a timely basis . A significant deficiency is a deficiency, or a combination of 
deficiencies , in internal control that is less severe than a material weakness , yet 
important enough to merit attention by those charged with governance . 

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



Board of Commissioners 
McCreary County Wat er District 

Wat er and Sewer Divi sions 
Whi tley City, Kent uc ky 42653 
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Compl ianc e and Other Matters 

As part o f obtaini ng r easonable assurance about whether t he District's financial 
statement s are free of material misstatement, we performed tests of its compliance 
wit h cert a i n provisions of laws, regulations , contracts, and grant· agreement s , 
noncompliance with which could have a direc t and material effect on the determination 
of financial stat ement amounts . . However, providing an opinion ·on compliance with 
t hose . provi sions was not an objective _ of our audit , and accordi ngl y, . we d o not 
e xpress such an opini on . The resul t s of our tes t s discl osed no ins tances of 
noncompliance or ei ther matters t hat are required to be reported under Government 
Auditing Standards. 

Pur pose o f t his Report 

The purpose o f t his report i s solely to describe the scope of our testing of in t ernal 
control and compliance and t he results of that test ing , and not to provide a n opinion 
on t he effectiveness of t he entity' s i n t ernal control or on compl iance . Th i s report 
i s an integral part of an audit performed in accor dance with Gov ernment Auditing 
Standards in considering the entity's internal control and compliance . Accordi ngly , 
this communication is not suitabl e f or any ~ther purpose. 

flaulJuwi, !King, tC Wewz,, fJSe 

August 20 , 2020 




