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INDEPENDENT AUDITORS’ REPORT

To the Commissioners
Wood Creek Water District
London, Kentucky

We have audited the accompanying financial statements of the business-type activities of Wood
Creek Water District as of and for the years ended December 31, 2014 and 2013, and the
related notes to the financial statements, which collectively comprise the District's basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the business-type activities of the Wood Creek Water District
as of December 31, 2014 and 2013, and the respective changes in financial position and, where
applicable, cash flows thereof for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis on pages 4 through 6 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to
be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District's basic financial statements. The accompanying departmental
statements for the water and sewer fund are presented separately for the purpose of additional
analysis and are not required part of the financial statements.

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

The introductory section and the departmental statements for the water and sewer funds has
not been subjected to the auditing procedures applied in the audit of the basic financial
statements, and accordingly, we do not express an opinion or provide any assurance on it.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 20, 2015 on our consideration of the Wood Creek Water District's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering Wood Creek Water District’s internal control
over financial reporting and compliance.

Cloyd & r¥ssociates, PSE

Cloyd & Associates, PSC
Certified Public Accountants
Corbin, Kentucky

March 20, 2015
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WOOD CREEK WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

Years ended December 31, 2014 and 2013

This discussion and analysis is intended to be an easily readable analysis of the Wood Creek
Water District's financial activities based on currently known facts, decisions or conditions. This
analysis focuses on current year activities and should be read in conjunction with the financial
statements and notes that follow. We encourage readers to consider the information presented
here in conjunction with additional information found within the body of the financial statements
and notes.

FINANCIAL HIGHLIGHTS

e In 2014, the District's net position decreased by $558,346, or 2.78%, compared to a
decrease in 2013 of $480,515 or 2.34%.

e In 2014, sales of water increased by $110,208, or 2.33%. In 2013, sales decreased by
$111,676, or 2.30%.

e Operating expenses increased by $337,783, or 6.43% in 2014 compared to an increase
of $391,955, or 8.00% in 2013.

e Additions to capital assets in 2014 amounted to $520,787. In 2013, additions to capital
assets were $324,239.

e Principal payments on long-term debt were $513,700 in 2014 and $500,200 in 2013.

OVERVIEW OF FINANCIAL STATEMENTS

This report consists of the Management’s Discussion and Analysis and the basic financial
statements. The financial statements include notes that explain information included in the basic
financial statements.

FINANCIAL STATEMENTS

The financial statements report information utilizing the full accrual basis of accounting and
conform to accounting principles that are generally accepted in the United States of America. The
Statement of Net Position presents information on all of the District's assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the District is
improving or deteriorating. The Statement of Revenues, Expenses, and Changes in Net Position
present information showing how the District's net position changed during the most recent fiscal
year. All changes in net position are reported as soon as the underlying event giving rise to the
change occurs, regardiess of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods.
The financial statements also include a Statement of Cash Flows, which presents sources and
uses of cash and changes in cash balances during the fiscal year.




WOOD CREEK WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

Years ended December 31, 2014 and 2013

The MD&A is intended to explain the significant changes in financial position and differences in
operation between the current and prior years.

NET POSITION

A summary of the District's Statement of Net Position as of December 31, 2014 and 2013 is
presented below:

2014 2013 Net dollar Net percentage
Amount Amount Change Change
Current and other assets $ 1,819,428 $ 2,010,458 $ (191,030) -9.50%
Noncurrent assets 976,219 935,247 40,972 4.38%
Capital assets,
net of accumulated depreciation 32,604,514 33,375,389 (770,875) 2.31%
Total Assets 35,400,161 36,321,094 (920,933) -2.54%
Deferred outflow of resources 23,267 25,987 (2,720) -10.47%
Total Deferred Outflow of Resources 23,267 25,987 (2,720) -10.47%
Current liabilities 1,243,098 1,062,080 181,018 17.04%
Noncurrent liabilities 14,661,760 15,208,085 (546,325) -3.59%
Total Liabilities 15,904,858 16,270,165 (365,307) -2.25%
Net investment in capital assets 17,400,247 17,654,702 (254,455) -1.44%
Restricted net positions 942,092 898,712 43,380 4.83%
Unrestricted (deficit) net positions 1,176,231 1,523,502 (347,271) -22.79%
Total Net Position $ 19,518,570 $ 20,076,916 $ (558,346) -2.78%

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

A summary of the District's Statement of Revenues, Expenses and Changes in Net Position for
the years ended December 31, 2014 and 2013 is presented below:

2014 2013 Net dollar Net percentage
Amount Amount Change Change
Operating revenue $ 5,694,406 $ 5,445,078 3 249,328 4.58%
Nonoperating revenue 1,632 5,385 (3,753) -69.69%
Total revenue 5,696,038 5,450,463 245,575 4.51%
Depreciation expense 1,291,662 1,282,168 9,494 0.74%
Other operating expense 4,292,006 3,963,717 328,289 8.28%
Nonoperating expense 670,716 685,093 (14,377) -2.10%
Total expense 6,254,384 5,930,978 323,406 5.45%
Changes in net position (558,346) (480,515) (77,831) 16.20%
Net position, beginning 20,076,916 20,557,431 (480,515) -2.34%
Net position, ending $ 19,518,570 $ 20,076,916 $ (558,346) -2.78%




WOOD CREEK WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

Years ended December 31, 2014 and 2013

As reported on the Statement of Revenues, Expenses, and Changes in Net Position, net position
decreased by $558,346 for the year 2014 as compared to a decrease of $480,515 for the year
2013.

The operating revenue increased by $249,328 or 4.57 % from the prior year amounts. Also in
2014, the total water usage in gallons increased to 401,828,033 from total water usage in gallons
of 394,666,430 in 2013.

CAPITAL ASSETS

On December 31, 2014, the District’s investment in capital assets, net of depreciation, totaled
$32,604,514, which is a decrease of $770,875, or 2.30%, over the capital asset balance of
$33,375,389 at December 31, 2013. The decrease is due to depreciation of the fixed assets
exceeding the amount of new fixed assets placed in service during the year.

LONG-TERM DEBT

As of December 31, 2014, the District had long-term debt of $15,181,000 compared to
$15,694,700 at December 31, 2013, including current portion. During the year ended December
31, 2014, the District paid $513,700 of principal payments on the long-term debt compared to
$500,200 in 2013.

CONSTRUCTION IN PROGRESS

As of December 31, 2014, the District had $291,867 of construction in progress which relates to
sewer line construction. The expansion project for Highway East 80 began in 2010.

CONTACT INFORMATION

The District's financial statements are designed to present users (citizens, taxpayers, customers,
investors, and creditors) with a general overview of the District’s finances and to demonstrate the
District's accountability. Questions concerning this report or request for additional information
should be addressed to the Office Manager, Dewayne Lewis, at Wood Creek Water District,
London, Kentucky, 40741, or by calling (606) 878-9420.




WOOD CREEK WATER DISTRICT
STATEMENT OF NET POSITION
December 31, 2014 and 2013

ASSETS

Current assets
Cash and cash equivalents
Investments
Accounts receivable, less allowance for doubtful accounts
Unbilled accounts receivable
Inventories
Other current assets
Total current assets

Noncurrent assets

Restriced assets
Restricted cash and cash equivalents

Capital assets
Nondepreciable capital assets

Land and land structures
Construction in progress

Total nondepreciable capital assets

Depreciable capital assets
Intangible
Source of supply and pumping
Water treatment equipment
Transmission and distribution
General plant

Collection plant
Pumping plant

Accumulated depreciation

Total depreciable capital assets, net of depreciation

Total capital assets (net of depreciation)

Other assets
Bond discount (net of accumlated amortization)

Total noncurrent assets

Total assets

2014

325,317
51,250
613,909
157,447
666,449
5,056

1,819,428

942,092

4,147,843
291,867

4,439,710

21,836
1,714,262
16,474,338
16,837,667
2,564,546

5,472,194
2,925,514

46,010,357
(17,845,553)

28,164,804

32,604,514

34,127

33,580,733

$ 35,400,161

The accompanying notes are an integral part of the financial statements

2013

511,268
51,250
611,471
157,447
673,966
5,056

2,010,458

898,712

4,100,510
291,867

4,392,377

21,836
1,714,261
16,474,338
16,677,859
2,431,501

5,385,338
2,831,770

45,536,903
(16,553,891)

28,983,012

33,375,389

36,535

34,310,636

$ 36,321,094




WOOD CREEK WATER DISTRICT

STATEMENT OF NET POSITION
December 31, 2014 and 2013

DEFERRED OUTFLOW OF RESOURCES 2014 013
Deferred savings from refunding bonds $ 23,267 $ 25,987
Total deferred outflow of resources 23,267 25,987
Total assets and deferred outflow of resources 35,423,428 36,347,081
LIABILITIES
Current liabilities
Accounts payable $ 297,271 $ 156,048
Accured interest 331,672 340,045
Current portion of long-term debt 544,000 513,700
Other current liabilites 70,155 52,287
Total current liabilities 1,243,098 1,062,080

Noncurrent liabilities

Customer deposits 19,850 21,615
Unamortized premium on debt 4910 5,470
Long-term debt 14,637,000 15,181,000
Total noncurrent liabilities 14,661,760 15,208,085
Total liabilities 15,904,858 16,270,165
NET POSITION
Net investment in capital assets 17,400,247 17,654,702
Restricted for:
Debt service 917,665 873,753
Other purposes 24 427 24,959
Unrestricted (deficit) 1,176,231 1,523,502
Total net position 19,518,570 20,076,916
Total liabilities and net position $ 35,423,428 $ 36,347,081

The accompanying notes are an integral part of the financial statements 7




For the years ended December 31, 2014 and 2013

WOOD CREEK WATER DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

Operating revenues
Water sales
Sewer service
Penalties and service charges

Tap-on fees
Other

Total operating revenues

Operating expenses
Purchased water and power
Water treatment
Transmission and distribution
Administration of customer accounts
Administration and general
Sewer maintenance and treatement

Amortization
Depreciation

Total operating expenses
Operating income (loss)

Nonoperating revenues (expenses)
Interest income
Gain on disposition of equipment
Interest on long-term debt

Other expense
Total nonoperating revenues

Change in net position

Net Position, January 1

Net Position, December 31

The accompanying notes are an integral part of the financial statements

2014
4,826,293
635,441
111,908

67,235
53,528

2013
4,716,085
425,526
105,471

99,985
98,011

5,694,406

410,591
1,638,547
1,070,619

344,124

430,418

393,138

4,569
1,291,662

5,583,668

110,738

1,632

(660,282)
(10,434)

(expenses)

(669,084)

(558,346)

20,076,916

$

19,518,570

5,445,078

412,881
1,542,744
794,507
306,241
466,986
435,789

4,569
1,282,168

5,245,885

199,193

631
4,754
(675,535)

(9,558)

(679,708)

(480,515)

20,557,431

20,076,916




WOOD CREEK WATER DISTRICT
STATEMENT OF CASH FLOWS
For the years ended December 31, 2014 and 2013

2014 2013
Cash flows from operating activities
Receipts from customers $ 5,622,967 5,301,901
Receipts from other activities 67,235 99,985
Payments to employees (1,725,205) (1,578,005)
Payments to suppliers (2,403,997) (2,374,800)
Net cash used in operating activities 1,561,000 1,449,081
Cash flows from noncapital and related financing activities
Federal, state, and local grants - -
Net cash provided by noncapital and related financing activities - -
Cash flows from capital and related activities
Purchases of property, plant, and equipment (520,787) (324,239)
Proceeds from the sale of equipment - 4,754
Principal payments on debt (513,700) (500,200)
Interest payments on debt (660,282) (685,851)
Miscellaneous nonoperating expense (10,434) (9,558)
Cash provided (used) in capital and related activities (1,705,203) (1,515,094)
Cash flows from investing activities
Interest received on investments 1,632 631
Cash provided (used) in investing activities 1,632 631
Net increase in cash and cash equivalents (142,571) (65,382)
Cash and cash equivalents, January 1 1,409,980 1,475,362
Cash and cash equivalents, December 31 $ 1,267,409 $ 1,409,980

Reconciliation of change in net position to net cash
used in operating activities
Operating loss 110,738 598,412
Adjustments to reconcile change in net position to net cash
used in operating activities:

Depreciation 1,291,662 1,272,205
Amortization 4,569 4,568
Changes in assets and liabilities:
(Increase) Decrease in customer and other accounts receivable (4,204) (28,595)
(Increase) Decrease in inventory 7,517 105,560
(Increase) Decrease in prepaid expense and other assets - (839)
Increase (Decrease) in accounts payable 141,223 (27,592)
Increase (Decrease) in accrued expense 9,495 (14,240)
Net cash provided by operating activities $ 1,561,000 $ 1,909,479
Reconciliation of cash at end of year
Cash and cash equivalents $ 325,317 $ 604,461
Restricted cash and cash equivalents 942,092 870,901
Total cash at end of year $ 1,267,409 $ 1,475,362
9

The accompanying notes are an integral part of the financial statements




WOOD CREEK WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENT

Years ended December 31, 2014 and 2013

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

Wood Creek Water District, of Laurel County, Kentucky (the District) was created in 1969 under
Chapter 74 of the Kentucky Revised Statutes and is exempt from income taxes under Section
501(c)(4) of the Internal Revenue Code. The District is governed by a three person board of
Commissioners, which is appointed by the Laurel County Fiscal Court. The District is regulated by
the Kentucky Public Service Commission.

Wood Creek Water District is a rural water utility system whose purpose is to establish, develop, and
operate a water supply and distribution system for its members and customers in Laurel County,
Kentucky. The District also provides sewer services to a specific portion of the Wood Creek Lake
watershed area. The District's primary source of revenue is from water sales and sewer services to
its members and customers, including public bodies and local businesses in its service area.

Basis of Accounting, Financial Presentation and Measurement Focus

The basic financial statements of the District have been prepared in accordance with accounting
principles generally accepted in the United States of America (“GAAP”) as applied to governmental
units. The Governmental Accounting Standards Board (“GASB”) is the standard-setting body for
governmental accounting and financial reporting. The GASB periodically updates its codification of
the existing Governmental Accounting and Financial Reporting Standards which, along with
subsequent GASB pronouncements (Statements and Interpretations), constitutes GAAP for
governmental units. In addition, the District applies all applicable Financial Accounting Standards
Board (FASB) Statements and Interpretations issued after November 30, 1989, except those that
conflict with or contradict GASB pronouncements to its business-type activities.

The Statement of Net Position and Statement of Revenues, Expenses and Changes in Net Position
display information about the District as a whole. These statements include all funds of the District.
The statements distinguish between governmental and business-type activities. The District does not
have any governmental activities.

The financial statements are prepared using the accrual basis of accounting. Revenues are
recognized when earned and expenses are recorded when a liability is incurred, regardiess of the
timing of related cash flows.

Operating income reported by the District includes revenues and expenses related to the continuing
operation of water service for its customers. Principal operating revenues are charges to customers
for services. Principal operating expenses are the costs of providing the services and include
administrative expenses and depreciation of capital assets. Other revenues and expenses are
classified as non-operating in the financial statements.




WOOD CREEK WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Years ended December 31, 2014 and 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and Cash Equivalents

The District considers all highly liquid investments (including restricted cash and investments), with
maturities of 90 days or less to be cash equivalents. This includes bank certificates of deposit and
demand checking accounts.

Investments

The District is authorized by state statute to invest in: 1) obligations of the United States and of its
agencies and instrumentalities; 2) bonds or certificates of indebtedness of this state and of its
agencies and instrumentalities; 3) shares of any savings and loan insured by an agency of the
government of the United States up to the amount so insured; 4) interest bearing deposits in
nationally chartered or state banks chartered in Kentucky and insured by an agency of the
government of the United States up to the amount so insured, and in larger amounts provided such
bank shall pledge, as security, obligations of the United States government, its agencies and
instrumentalities.

The District’s investments include certificates of deposits with maturity dates of three months or more.
Certificates of deposits in excess of FDIC insurance are collateralized by securities held by the
pledging bank.

The District also invests in mutual funds, which are recorded at their fair market value. Securities are
traded on a national exchange and valued at the last reported sales price at current exchange rates
and investments that do not have an established market are reported at an estimated fair value.

Accounts Receivable

Accounts receivable arise as services are rendered for which collections have not been realized and
are carried net of a provision for doubtful accounts. The provision for doubtful accounts is estimated
using a percentage of accounts more than 90 days past due. At December 31, 2014 and 2013, the
provision for doubtful accounts was $3,464 and $3,464, respectively.

Unbilled Receivables

The District estimated unbilled revenues from water sales, on a pro rata basis, at the end of each
fiscal year. The estimated amount is based on amounts billed during the following month of the
close of the fiscal year.

Prepaid Assets

Payments made that will benefit periods beyond the end of the fiscal year are recorded as prepaid
items using the consumption method. A current asset for the prepaid amount is recorded at the time
of the purchase, and an expenditure/expense is reported in the year in which services are consumed.

11




WOOD CREEK WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Years ended December 31, 2014 and 2013

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventory

Inventories of materials and supplies are stated at historical cost. The carrying value is determined
on a first-in, first-out basis.

Capital Assets

Capital assets include land, land improvements, buildings, furniture and office equipment, building
improvements, machinery, and equipment that have a useful life of more than one reporting period
based on the District's capitalization policy. The cost of additions to the utility plant and major
replacements of retired property is capitalized, and the cost of repairs, maintenance, and minor
replacements are charged to expense. By District policy, capital assets are defined as assets with a
cost of $1,000 or more and an estimated useful life in excess of one year. Cost includes direct labor,
outside services, materials and transportation employee fringe benefits, and overhead. Interest
incurred during construction is capitalized.

The cost and accumulated depreciation of property sold or retired is deducted from capital assets,
and any profit or loss resulting from disposal is credited or charged in the non-operating section of the
statements of revenues, expenses, and changes in net assets. Depreciation has been provided over
estimated useful lives of the assets using the straight-line method. The range of useful lives of assets
is as follows:

Assets Classification Range of Lives
Intangible 40 years
Transmission and distribution mains 50 years
Structures and improvements 50 years
Pumping and water treatment equipment 25 years
Meters, hydrants and services 20 years
Other equipment 5-10 years

Accounts payable

Accounts payable represent expenses incurred in the current year to be paid in the subsequent year.
The maijority of the District's accounts payable are to vendors or for purchase of water.

Long-Term Debt

Long-term debt is recorded at face value. Issue costs relating to prepaid insurance, loan discounts,
and loan premiums related to the issuance of debt are deferred and amortized over the term of the
respective loans outstanding using the straight-line method.

12




WOOD CREEK WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Years ended December 31, 2014 and 2013

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Compensated Absences

Vacation benefits are not accrued beyond any fiscal year. Sick leave benefits may be used to
supplement an employee’s retirement if the employee is at retirement age or has at least twenty-six
years and six months service. At December 31, 2014 and 2013, the District did not record any sick
leave accrual and management feels that no sick leave benefits are currently payable.

Customer Deposits

The District collects and holds in escrow a $60 deposit from customers to insure collection of its water
charges. Interest at an annual rate of 1% is paid on these deposits.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Net Position

Net position comprises the various net earnings from operating income, non-operating revenues and
expenses, and capital contributions. Net position is classified in the following three components:

Net Investment in capital assets — This component of net position consists of capital assets,
net of accumulated depreciation reduced by the outstanding balances of any bonds,
mortgages, notes or other borrowings that are attributable to the acquisition, construction or
improvement of those assets and any unamortized debt cost or premium.

Restricted — This component of net position consists of 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
legistation.

Unrestricted net position — This component of net position consists of net position that do not
meet the definition of “restricted” or “net investment in capital assets.”

NOTE 2 — RESTRICTED CASH

The District includes all sinking fund deposits, funds required for other debt service, and funds related
to specific projects or customer accounts to be restricted. At December 31, 2014 and 2013 restricted
cash amounted to $942,092 and $898,712, respectively. This includes restrictions for customer
deposits of $24,427 and $24,959 and restrictions for debt service of $917,665 and $873,753,
respectively.

13




WOOD CREEK WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Years ended December 31, 2014 and 2013

NOTE 3 — INVESTMENTS - INTEREST RATE RISK

According to KRS 91A.060, the District is allowed to invest in obligations of the U.S. Treasury and
U.S. agencies, repurchase agreements, obligations of the Commonwealth of Kentucky and its
agencies, insured savings and loans, or interest bearing deposits of insured national or state banks.
The District classifies only certificates of deposit as investments and does not consider interest rate
risk to be significant.

NOTE 4 — CUSTODIAL CREDIT RISK - DEPOSITS

Custodial credit risk for deposits is the risk that in the event of a bank failure, the District's deposits
may not be returned to it. As of December 31, 2014, and 2013, the District's bank balances were
$1,344,550 and $1,495,684, respectively, and of that amount, $758,473 and $646,481 were exposed
to custodial credit risk. In accordance with Kentucky Revised Statute (KRS) 91A.060, deposits are to
be collateralized to the extent uninsured by FDIC. According to KRS 41.240(4), it shall either pledge
or provide as collateral securities or other obligations having an aggregate current face value or
current quoted market value at least equal to the deposits. The District's deposits were fully insured
or collateralized with securities held by an agent of the District in the District's name at December 31,
2014 and 2013.

NOTE 5 — INVESTMENTS
As of December 31, 2014 and 2013, the District had the following investments:
Fair Value Fair Value
Rating 2014 2013

Certificate of Deposit Not Rated $ 51,250 $ 51,250

The District deposits cash with banks for future debt service. The bank may choose to invest the
deposit but assumes all risk.

Interest Rate Risk - Investments The District does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates.
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WOOD CREEK WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Years ended December 31, 2014 and 2013

NOTE 6 — RECEIVABLES

At December 31, 2014 and 2013, customer and other accounts receivable are as follows:

2014 2013
Due from customers $ 297,047 $ 309,307
Due from related parties 312,033 300,264
Due from others 8,293 5,364
Provision for uncoliectibles (3,464) (3,464)
$ 613,909 $ 611,471

This does not include unbilled receivables of $157,447.
NOTE 7 — CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2014 and 2013 was as follows:

See Table on Next Page
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WOOD CREEK WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Years ended December 31, 2014 and 2013

NOTE 7 — CAPITAL ASSETS (continued)

Water Operations:
Land and improvements

intangible

Source of supply and pumping
Water treatment plant
Transmistion and distribution plant
General plant

Total capital assets

Less: Accumulated depreciation
Intangible
Source of supply and pumping
Water treatment plant
Transmistion and distribution plant
General plant

Total accumulated depreciation

Net capital assets-w ater

Sewer Operations
Land and improvements

General plant
Collection plant
Pumping plant
Construction in progress
Total capital assets
Less: Accumulated depreciation
General plant
Collection plant
Pumrping plant
Construction in progress
Total accumulated depreciation

Net capital assets sew er

Net capital assets-total

$

Balance Balance
December 31, 2013 Additions Deductions December 31, 2014
4,049,003 § 47334 § - 4,096,336
21,836 - - 21,836
1,714,262 - - 1,714,262
16,474,338 - - 16,474,338
16,677,859 159,808 - 16,837,667
2,177,267 114,545 - 2,291,812

r

41,114,564 321,686 - 41,436,250
21,836 - - 21,836
1,024,867 62,542 - 1,087,409
3,808,626 360,443 - 4,169,070
6,559,616 403,992 - 6,963,608
1,722,812 76,491 - 1,799,304
13,137,757 903,468 - 14,041,226
27,976,807 (581,782) - 27,395,025
December 31, 2013 Additions Deductions December 31, 2014
51,508 - - 51,508
254,234 18,500 - 272,734
5,385,338 86,857 - 5,472,194
2,831,770 93,744 - 2,925,514
291,867 - - 291,867
8,814,716 199,101 - 9,013,816
214,306 17,373 - 231,679
1,318,238 193,201 - 1,511,440
1,883,590 177,619 - 2,061,209
3,416,134 388,194 - 3,804,328
5,398,582 (189,093) - 5,209,489
33,375,388 $ (770,875) $ - 32,604,514
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WOOD CREEK WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Years ended December 31, 2014 and 2013

NOTE 7 — CAPITAL ASSETS (continued)

Balance Balance
Water Operations: December 31, 2012 Additions Deductions December 31, 2013
Land and improvements $ 4047983 § 1,020 - $ 4,049,003
Intangible 21,836 - - 21,836
Source of supply and pumping 1,714,262 - - 1,714,262
Water treatment plant 16,474,338 - - 16,474,338
Transmistion and distribution plant 16,548,947 128,911 - 16,677,859
General plant 2,119,374 69,935 12,041 2,177,267
Total capital assets 40,926,739 199,866 12,041 41,114,564
Less: Accumulated depreciation
Intangible 21,836 - - 21,836
Source of supply and pumping 962,354 62,513 - 1,024,867
Water treatment plant 3,448,177 360,450 - 3,808,626
Transmistion and distribution plant 6,156,280 403,336 - 6,559,616
General plant 1,668,524 66,330 12,041 1,722,812
Total accumulated depreciation 12,257,171 892,628 12,041 13,137,757
Net capital assets-w ater 28,669,569 (692,762) - 27,976,807
Sewer Operations December 31, 2012 Additions Deductions December 31, 2013
Land and improvements 51,508 - - 51,508
General plant 254,234 - - 254,234
Collection plant 5,324,575 60,763 - 5,385,338
Purmping plant 2,768,160 63,610 - 2,831,770
Construction in progress 291,867 - - 291,867
Total capital assets 8,690,343 124,373 - 8,814,716
Less: Accumulated depreciation
General plant 197,858 16,448 - 214,306
Collection plant 1,139,584 178,654 - 1,318,238
Pumping plant 1,689,152 194,438 - 1,883,590
Construction in progress - - - -
Total accumulated depreciation 3,026,594 389,540 - 3,416,134
Net capital assets sew er 5,663,749 (265,167) - 5,398,582
Net capital assets-total 34,333,318 § (957,929) § - $ 33,375,389

NOTE 8 - LONG-TERM DEBT

The District's long-term debt consists of bonds payable to Rural Development (RD) and Kentucky
Rural Water Finance Corporation (KRWFC), which were obtained for various acquisitions of plant and
equipment. Additionally, long-term debt also included lease purchase agreements for various
equipment purchases. The bonds mature annually in varying series over the period 2012 to 2045. A
summary of the bonds is presented below:
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WOOD CREEK WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Years ended December 31, 2014 and 2013

NOTE 8 — LONG-TERM DEBT - (continued)

RURAL DEVELOPMENT

4

¥ 12131113 12/31/14
Original Maturity Interest Outstanding Outstanding Due Within
Bond Issue  Amount Dates Rates Balance Retirements Balance One Year
91-04 $ 61,000 1/1/2020 5.00% $ 20,500 $ 2500 $ 18,000 $ 2,500
91-09 114,000 1/1/2032 5.00% 81,700 2,600 79,100 2,800
91-12 1,711,000 1/1/2038 4.75% 1,440,000 29,000 1,411,000 31,000
91-13 7,250,000 1/1/2045 4.25% 6,728,000 100,000 6,628,000 105,000
91-16 725,000 1/1/2045 4.25% 671,500 10,500 661,000 10,500
Total RD Bonds Payable $ 8,941,700 $ 144600 $ 8,797,100 $ 151,800
KRWFC
2003A 299,000 1/1/2022 4.625% 177,000 15,000 162,000 16,000
2003C 1,345,400 1/1/2022 2.06%-5.06% 497,000 117,100 379,900 128,200
2004B 1,318,000 1/1/2028 2.28%-4.405% 986,000 46,000 940,000 48,000
2005B 3,594,000 7/1/2031  4.00-4.50% 2,917,000 112,000 2,805,000 116,000
2007A 2,086,000 7/1/2036 4.05%-4.425% 1,826,000 49,000 1,777,000 49,000
Total KRWFC Bonds Payable $ 6,403,000 $ 339,100 $ 6,063,900 $ 357,200
OPEN MARKET
¥ 1998 $ 665,000 1/1/2022 4.00% $ 350,000 $ 30,000 $ 320,000 35,000
Total Open Market Bonds Payable $ 350,000 $ 30,000 $ 320,000 $ 35,000
Total Outstanding Debt $ 15604700 $ 513,700 $ 15,181,000

Future bond principal and interest payment amounts are as follows:

See Table on Next Page
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WOOD CREEK WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Years ended December 31, 2014 and 2013

NOTE 8 — LONG-TERM DEBT - (continued)

LOCAL

YEAR PRINCIPAL INTEREST TOTAL

2015 $ 544000 $ 659,504 $ 1,203,504
2016 489,600 637,659 1,127,259
2017 487,600 616,689 1,104,289
2018 513,000 695,317 1,108,317
2019 532,600 572,774 1,105,374
2020 554,900 549,068 1,103,968
2021 585,100 524,095 1,109,195
2022 569,300 498,841 1,068,141
2023 516,100 475,148 991,248
2024 539,900 452,160 992,060
2025 558,500 428,148 986,648
2026 582,800 403,113 985,913
2027 589,500 377,257 966,757
2028 606,900 350,816 857,716
2029 642,600 323,155 965,755
2030 602,900 295,440 898,340
2031 632,200 268,116 900,316
2032 419,000 244,483 663,483
2033 435,500 225,682 661,182
2034 450,500 206,218 656,718
2035 476,500 185,863 662,363
2036 431,500 164,573 656,073
2037 389,500 144,951 534,451
2038 407,000 127,766 534,766
2039 322,000 111,975 433,975
2040 335,000 97,923 432,923
2041 350,500 83,304 433,804
2042 366,000 68,010 434,010
2043 381,000 52,038 433,038
2044 397,500 35,412 432,912
2045 412,000 18,065 430,065

$ 15,181,000 § 9,793,564 § 24,974,564

NOTE 9 — SERVICES PROVIDED TO OTHER WATER DISTRICTS

Wood Creek Water District sells water for resale and provides maintenance, construction, and office
services to West Laurel Water Association, Incorporated and East Laurel Water District. The actual
costs of maintenance and construction services are accumulated in specific expense accounts and
charges for services are netted against such expense accounts. Wood Creek Water District bills the
related water companies for the materials.
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WOOD CREEK WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Years ended December 31, 2014 and 2013

NOTE 9 — SERVICES PROVIDED TO OTHER WATER DISTRICTS — (continued)

Accounts receivable from East Laurel Water District and West Laurel Water Association, Incorporated
are summarized below:

2014 2013
East Laurel Water District
Accounts receivable $ 171,893 $ 163,831
Accounts receivable - wastewater 5,692 6,982
$ 177,485 $ 170,813
West Laurel Water Association, Incorporated
Accounts receivable $ 134,455 $ 129,333
Accounts receivable - wastewater 93 118
$ 134,548 $ 129,451

The following is a summary of amounts paid to Wood Creek Water District for water and services:

2014 2013
East Laurel Water District
Purchased water $ 1,315,660 $ 1,236,101
Materials, labor, and other 782,334 765,767

$ 2,097,994 $ 2,001,868

West Laurel Water Association, Incorporated

Purchased water $ 1,033,604 $ 1,042,430

Materials, labor, and other 757,555 652,301
$ 1,791,159 $ 1,694,731

NOTE 10 — RETIREMENT PLAN

The District's full-time employees, or employees who work an average of 100 hours per month, are
covered under the County Employee’s Retirement System (CERS), a cost sharing, multiple-employer,
public employers’ retirement system created and operating under Kentucky Law.

Plan Description — The County Employees Retirement System covers substantially all regular full-
time employees of the District. The plan provides for retirement, disability, and death benefits. The
CERS issues a publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to the Kentucky Retirement
Systems, 1260 Louisville Road, Frankfort, Kentucky, 40601.
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WOOD CREEK WATER DISTRICT
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

Years ended December 31, 2014 and 2013

NOTE 10 — RETIREMENT PLAN - (continued)

Funding Policy — Plan members are required to contribute 5% of their annual covered compensation
and the District is required to contribute at an actuarially determined rate. Employer contribution rates
are intended to fund the normal cost on a current basis plus one percent (1%) of the un-funded past
service costs per annum plus interest at the actuarial assumed rate. The Board of Trustees of the
Kentucky Retirement Systems determines such contribution rates. The current District contribution
rate is 18.96% of the employee’s total covered compensation. The contribution requirements of Plan
members and the District are established and may be amended by Kentucky Retirement System’s
Board of Trustees.

The District's total covered payroll for the years ended December 31, 2014 and 2013 was $1,771,562
and $1,610,315 respectively. The District's matching contributions to CERS for the years ended
December 31, 2014, 2013, and 2012 was $330,831, $320,156, and $312,085 respectively.

Benefits under the plan will vary based on final compensation, years of service and other factors as
fully described in the Plan documents.

NOTE 11 — RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions and natural disasters for which the District carries commercial
insurance. The insurance coverage is acquired through Wood Creek Water District which includes
coverage for Wood Creek Water District, East Laurel Water District, and West Laurel Water
Association, Incorporated. The District pays for and is entitled to its respective share of coverage.
There have been no significant reductions in coverage for the year and settlements have not
exceeded coverage in the past three years.

NOTE 12 - SUBSEQUENT EVENTS

We evaluated events and transactions that occurred after the balance sheet date as potential
subsequent events. We performed this evaluation through March 20, 2015, the date on which the
financial statements were available to be issued.

In March 2009, the Government Accounting Standards Board (GASB) approved Statement No. 68,
Accounting and Financial Reporting for Pensions. Statement 68 requires cost-sharing employers to
record a liability and expense equal to their proportionate share of the collective net pension liability
and expense for the cost-sharing plan. The provisions of the statement must be implemented by the
District no later than year beginning January 1, 2015.

No events have occurred subsequent to the date of the financial statements that would require
adjustment to the financial statements.
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WOOD CREEK WATER DISTRICT

DEPARTMENTAL STATEMENT OF NET POSITION - WATER FUND

December 31, 2014 and 2013

ASSETS

Current assets
Cash and cash equivalents
Investments
Accounts receivable, less allowance
for doubtful accounts
Unbilled accounts receivable
Inventories

Due from other funds
Other current assets

Total current assets

Noncurrent assets

Restricted assets
Restricted cash and cash equivalents

Capital Assets

Nondepreciable capital assets
Land and land structures

Total nondepreciable capital assets

Depreciable Capital Assets
Intangible
Source of supply and pumping
Water treatment equipment
Transmission and distribution
General plant

Accumulated depreciation

Total depreciable capital assets, net

of depreciation

Total capital assets (net of depreciation)

Other assets
Bond discount (net of
accumulated amortization)

Total noncurrent assets

Total assets

014

312,172
51,250

508,035
157,447
603,648

316,855
5,056

1,954,463

942,092

4,096,336

4,096,336

21,836
1,714,262
16,474,338
16,837,667
2,291,812

37,339,915
(14,041,225)

23,298,690

27,395,026

34,127

28,371,245

$ 30,325,708

The accompanying notes are an integral part of the financial statements

2013

472,859
51,250

517,085
157,447
604,912

392,445
5,056

2,201,054

898,712

4,049,003

4,049,003

21,836
1,714,261
16,474,338
16,677,859
2,177,267

37,065,561

(13,137,757)

23,927,804

27,976,807

36,535

28,912,054

$ 31,113,108
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WOOD CREEK WATER DISTRICT
DEPARTMENTAL STATEMENT OF NET POSITION - WATER FUND
December 31, 2014 and 2013

DEFERRED OUTFLOW OF RESOURCES 014 2013
Deferred savings from refunding bonds 3 23,267 $ 25,987
Total deferred savings from refunding bonds 23,267 25,987
Total assets and deferred outflow of resources $ 30,348,975 $ 31,139,095
LIABILITIES
Current liabilities
Accounts payable 236,974 122,360
Accured interest 331,672 340,045
Due to other funds 71,794 33,577
Current portion of long-term debt 544,000 513,700
Other current liabilites 70,155 52,287
Total current liabilities 1,254,595 1,061,969
Noncurrent liabilities
Customer deposits 19,850 21,615
Unamortized premium on debt 4910 5,470
Long-term debt 14,637,000 15,181,000
Total noncurrent liabilities 14,661,760 15,208,085
Total liabilities 15,916,355 16,270,054
NET POSITION
Net investment in capital assets 12,190,759 12,256,120
Restricted for:
Debt service 917,665 873,753
Other purposes 24,427 24,959
Unrestricted (deficit) 1,299,769 1,714,209
Total net position 14,432,620 14,869,041
Total liabilities and net position $ 30,348,975 $ 31,139,095

The accompanying notes are an integral part of the financial statements
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For the years ended December 31, 2014 and 2013

WOOD CREEK WATER DISTRICT
DEPARTMENTAL STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

WATER FUND

2014 2013
Operating revenues
Water sales $ 4,826,293 4,716,085
Penalties and service charges 111,908 105,471
Tap-on fees 20,570 48,300
Other operating income 42,239 91,312
Total operating revenues 5,001,010 4,961,168
Operating expenses
Purchased water and power 385,525 389,810
Water treatment 1,638,547 1,542,744
Transmission and distribution 1,070,619 794,507
Administration of customer accounts 344,124 306,241
Administration and general 421,464 452,499
Amortization 4,569 4,569
Depreciation 903,468 892,627
Total operating expenses 4,768,316 4,382,997
Operating income (loss) 232,694 578,171
Nonoperating revenues (expenses)
Interest income 1,601 618
Gain on disposal of equipment - 4,754
Interest on long-term debt (660,282) (675,535)
Miscellaneous (10,434) (9,558)
Total nonoperating revenues (expenses) (669,115) (679,721)
Change in net position (436,421) (101,550)
Net Position, January 1 14,869,041 14,970,591
Net Position, December 31 $ 14,432,620 14,869,041

The accompanying notes are an integral part of the financial statements 23




WOOD CREEK WATER DISTRICT
DEPARTMENTAL STATEMENT OF CASH FLOWS - WATER FUND

For the years ended December 31, 2014 and 2013

2014 2013
Cash flows from operating activities
Receipts from customers 4987,723 % 4,905,140
Receipts from other activities 20,570 48,300
Payments to employees (1,725,205) (1,578,005)
Payments to suppliers (2,009,701) (1,859,652)
Net cash used in operating activities 1,273,387 1,515,783
Cash flows from noncapital and related financing activities
Federal, state, and local grants - -
Net cash provided by noncapital and related financing activities - -
Cash flows from capital and related activities
Purchases of property, plant, and equipment (321,686) (199,866)
Proceeds from investments - -
Proceeds from the sale of equipment - 4,754
Loans to sewer funds 75,590 (218,919)
Payments on loans from sewer fund 38,217 (4,897)
Principal payments on debt (513,700) (500,200)
Interest payments on debt (660,282) (685,851)
Miscellaneous nonoperating expense (10,434) (9,558)
Cash provided (used) in capital and related activities (1,392,295) (1,614,537)
Cash flows from investing activities
Interest received on investments 1,601 618
Cash provided (used) in investing activities 1,601 618
Net increase in cash and cash equivalents (117,307) (98,136)
Cash and cash equivalents as of January 1 1,371,571 1,469,707
Cash and cash equivalents as of December 31 1,254264 $ 1,371,571
Reconciliation of change in net position to net cash
used in operating activities
Operating income/(loss) 232,694 $ 578,171
Adjustments to reconcile change in net pbsition to net cash
used in operating activities:
Depreciation 903,468 892,627
Amortization 4,569 4 569
Changes in assets and liabilities:
(Increase) Decrease in customer and other accounts receivable 7,283 (7,728)
(Increase) Decrease in inventory 1,264 42,420
(Increase) Decrease in prepaid expense and other assets - 9,726
Increase (Decrease) in accounts payable 114,614 (5,477)
Increase (Decrease) in accrued expense 9,495 1,475
Net cash provided by operating activities 1273387 $ 1,515,783

The accompanying notes are an integral part of the financial statements
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WOOD CREEK WATER DISTRICT
DEPARTMENTAL STATEMENT OF CASH FLOWS - WATER FUND
For the years ended December 2014 and 2013

2014 2013
Reconciliation of cash at end of year
Cash and cash equivalents $ 312,172 § 472,859
Restricted cash and cash equivalents 942,092 898,712
Total cash at end of year $ 1,254,264 $ 1,371,571

The accompanying notes are an integral part of the financial statements




WOOD CREEK WATER DISTRICT
DEPARTMENTAL STATEMENTS OF NET POSITION - SEWER FUND
December 31, 2014 and 2013

ASSETS 201 2013
Current assets
Cash and cash equivalents $ 13,145 38,409
Accounts receivable, less allowance for doubtful accounts 105,874 94,386
Inventories 62,801 69,054
Due from other funds 71,794 33,677
Total current assets 253,614 235,426
Capital Assets
Nondepreciable capital assets
Land and land structures 51,507 51,607
Construction in progress 291,867 291,867
Total nondepreciable capital assets 343,374 343,374
Depreciable Capital Assets
General plant 272,734 254,234
Coliection plant 5,472,194 5,385,338
Pumping plant 2,925,514 2,831,770
8,670,442 8,471,342
Accumulated depreciation (3,804,328) (3,416,134)
Total depreciable capital assets, net of depreciation 4,866,114 5,055,208
Total capital assets (net of depreciation) 5,209,488 5,398,582
Total noncurrent assets 5,209,488 5,398,582
Total assets $ 5,463,102 5,634,008
LIABILITIES
Current liabilities
Accounts payable $ 60,297 33,688
Current portion of long-term debt - -
Due to other funds 316,855 392 445
Total current liabilities 377,152 426,133
Noncurrent liabilities
Total liabilities 377,152 426,133
NET POSITION
Net investment in capital assets 5,209,488 5,398,582
Unrestricted (deficit) (123,538) (190,707)
Total net position $ 5,085,950 5,207,875

The accompanying notes are an integral part of the financial statements 25




WOOD CREEK WATER DISTRICT
DEPARTMENTAL STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

SEWER FUND

For the years ended December 31, 2014 and 2013

Operating revenues
Sewer services
Tap on fees
Other operating income

Total operating revenues

Operating expenses
Purchased water and power
Administration and general
Sewer maintenance and treatment
Depreciation

Total operating expenses
Operating income (loss)

Nonoperating revenues (expenses)
Interest income
Federal and state grants
Local grants
Interest on long-term debt
Miscellaneous

Total nonoperating revenues (expenses)

Change in net position

Net Position, January 1

Net Position, December 31

The accompanying notes are an integral part of the financial statements

2014
635,441
46,665
11,290

693,396

25,066
8,954
393,138
388,194

815,352

(121,956)

(121,925)

5,207,875

$

5,085,950

013
425,526
51,685
6,699

483,910

23,071
14,487
435,789
389,541

862,888

(378,978)

(378,965)

5,686,840

5,207,875
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WOOD CREEK WATER DISTRICT
DEPARTMENTAL STATEMENT OF CASH FLOWS - SEWER FUND
For the years ended December 31, 2014 and 2013

2014
Cash flows from operating activities
Receipts from customers $ 635,244
Receipts from other activities 46,665
Payments to suppliers (394,296)
Net cash used in operating activities 287,613
Cash flows from noncapital and related financing activities
Federal, state, and local grants -
Net cash provided by noncapital and related financing activities -
Cash flows from capital and related activities
Purchases of property, plant, and equipment (199,101)
Principal payments on debt -
Payments received from loans to water fund (38,217)
Proceeds received on loan from water fund (75,590)
Other activities -
Interest on debt -
Cash provided (used) in capital and related activities (312,908)
Cash flows from investing activities
Interest received on investments 31
Cash provided (used) in investing activities 31
Net increase in cash and cash equivalents (25,264)
Cash and cash equivalents as of January 1 38,409
Cash and cash equivalents as of December 31 $ 13,145

Reconciliation of change in net position to net cash
used in operating activities
Operating income/(loss) $ (121,956)
Adjustments to reconcile change in net position to net cash
used in operating activities:

Depreciation 388,194
Changes in assets and liabilities:

(Increase) Decrease in customer and other accounts receivable (11,487)

(Increase) Decrease in inventory 6,253

Increase (Decrease) in accounts payable 26,609

Increase (Decrease) in other payables -

Net cash provided by operating activities $ 287,613

The accompanying notes are an integral part of the financial statements

2013

396,761

51,685
(615,148)

(66,702)

(124,373)
4,897
218,919

99,443

13

13

32,754
5,655

38,409

(378,978)

389,541

(35,464)
(21,528)
(20,273)

(66,702)
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Certtfied Public Accountants & Business Consultants

L eserees, 2507

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

To the Commissioners
Wood Creek Water District
London, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the business type activities of Wood Creek Water District as of and for the years
ended December 31, 2014 and 2013, and the related notes to the financial statements, which
collectively comprise Wood Creek Water District’s basic financial statements, and have issued
our report thereon dated March 20, 2015.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Wood Creek
Water 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 Wood Creek Water District’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Wood Creek Water District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the 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 over financial reporting 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Wood Creek Water District’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

Purpose of this Report

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

Clogd & rbssociates, PSE

Cloyd & Associates, PSC
Corbin, Kentucky
March 20, 2015
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