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HENDERSON COUNTY WATER DISTRICT
ManEgement's Discussion and Analysis

YeaB Ended Oec€mber 31 , 2023 and 2022

All oI the r€venues and expenses are accounted for on ths slatomont oI revenuea, expenses, and changes in not position. This statemenl mgasures lhe
results ol lhe Oastrict's op€rations over the past year. lt is used by managoment and olhors to eveluate whelher lhe District w€s succossful in rocovedng all
of its costs through charges for sale of wate. and geneEled a proft-

The Henderson County Water District provides water seNiceg for lho resid€nts of Hende6on County and Webster Couniy Kentucky who live oubide the
incorporated limits of the City of Henderson, Kentuc-ky. Tho follo\ring nanative provides an ovetuiew of the financiel portormance of lhe HendeBon Counly
Water District for the ye6rs ended Declmber 31, 2023 and 2022.

Overview of the Financial Statements:

This financial reporl consisis of tour parts: 1) l\ranagement's oiscussion and Anelysis, 2) Financial Statements, 3) Required Supplomontel lnrormation, and
4) Supplemental lnformation. lncluded in the financial statomonta are nol6s whach provide additional detail supporting amounls reportod therean. Tho
financlal statemenls oflhe H€nderson County Water Districl report inlomation using accounling prjnciples similarlo those of private sector companies.

The statement of net rcsition, the successor to the balance sheet, includes all of the Honderson County Water District's assets and liabilities and provides
information 6bout lheir nature. lt also provides a foundation for evaluating th6linancial strength ofthe District.

The last statomant is lhe statement of cash ic,\ /s. Thb statement povidog information r€garding the Districl's cash receipts, payments, inv€sting (c€pitat
expenditurgs), and fnancing aclivilies. The Sources and uses of cash 8rg gummaized in this repoal whbh also reconciles lh€ chan!$ in c€sh balances
from tho beginning ofthe year to lhe end.

FinancialHlohliohts:

The Henderson Counly Water District's total assets decreas€d by $339,873 lroln S15,232,133 in 2022 to $14,892,260 in 2023, primadly due to decreasos
in cash, investmontg and capitalassets (as a result of depreciation).

Operaling revenues for 2023 decreas6d by $31,128, from $3,331,118 in 2022 to $3,299.990 in 2023, primarily due to lower water &vonuo which is
consislent with decreas6d consumption 6nd lowet .slas kom 2022. Decrcase in revenue is consistent with docroase in accounls rec€ivable from th6 prior
yeer This is panially due to greater unbilled water revenue 6t 2022 yoar end due to a winter freeze that caused f.ozen and broken pipes resulting in larger
wal6r c6nsumption.

Ovorall, op€rating expenses increased by $34,364, or 1ol0, from $3,283,383 in 2022 lo $3,317,747 in 2023, ptimatily attributablB to the incr6ase of
mainlenance of mains in order to delect leaks. contracted third parties for leak detection, snd dsing payroll costs.

Ope€ting income docroas€d by $65,492, or (137ok),lrorn U7,735 i^ 2022 to ($17,757) in 2023, due lo the changes in operativg rgvonuos 6nd .xp€nses
noted previol./sly.

Condensed Financial lnformation:

A summary of condens€d financial information is as follo\ /s:

Decomber 31 2023 oecember 31 2022 ChanOe

Cunent ass€ts
Rest.icted as,sels
Noncurent assets
Capital assets
Defened outfows of resources

Total assets and
defen€d oulfows

1,A25,202
1,000,3(X

68,518
11,972,970

365,139

s 1,2U,283
1,045,148

306,312
1r,836.501

470,016

$ (s90,919)
4,811

237.7U
(l 36,469)
'|0/.,877

-7Vo

$ 14,892,260 s 15,232,133 $ (339,873) -2.23yo

Cunent Uabilaties
Long{erm liabilities
D€fened inflows of resources

Totalliabiuties and
defened infows

$ 649,728
4,O14,347

779,501
4,169,872

$ (129,773)
(155,525)

(78,507)

-17V.
40/.

-180

$

350 026 420

5 014 101 5,377,906 (363,805)

Net position

lnvesled in capital assets
Restricted - debt seNice
L,nrestricled

Tolal net position

9,141,112
1,045,148
(308,101)

8,850,508
1,000,3M

290,604
44,844

(311,516)
23,932

3./o

4%
-9122%3 415

9,878,159 I,45/,227 0 2ao/.

Total liabilities and net position $ 14.892,260 $ 15,232,'133 -913!9.929I ---:2.23%
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Operating revenues
Operating expenses
Operating income (loss)

71,706

38,168

Non-operating revenues
(expenses), net (20,352]-

62,041

(95,058) 790/o

1600/o

Capital contributions are more than pior year b€cause ot a monjes from Henderson Counly Fiscal Colrt for 6 lane extension. Non-op€rsling revenu€s
(expenses), net dec.eased by $74,706 from 2022 du€ lo decr6a86 in intorest erpense and increase in inv6slm6nl income. Total net position indeased by
S47,382, largely du6 to the changes in capital contribulaons and non-oprating revenues (expensos), net noted previously.

23,873

$ 23,932 $ (23,450) s 47.3A2 -2024/.

Statement of Cash Flows:

The lollowing is a summary of cash flow activity tor the fsc€l years ended Decefibet 31,2023 a d 2022

Dec€mber 31 2023 oecember 31 ?022 Change Percenlage

Capital contributions

Change in n€l position

Net cash provided (us€d) by:
Opereting activities
Non-capital fnancing
Capital and related financing
lnvesting activities

Net chango in cash and c€gh
equivalents

211,194
9,830

(686,940)
268,816

367,526
14,470

(s28,768)

0 (rs6,332)
(4,640)

158,172
170,208

$ $

98 608

43./o
-32vo
30vo

173vo

s (197,100) $ (48,164) I (148,936) 309%

Cagh flows from operating aclivities wsre less by S156.332 due to the incaease in ope€ting expenses and docreas€ in oporating revenues from the pdor
year. Cash used by capital and r6lated frnancing activilies increased by S158,172 tom the prio. year hioher pdncipal and inlerest paid on bonds and other
capital notes. Cash fows provided from invosling activiti63 incaeased by $170.208 as the District had a CO thal matuaed as was cashed oul lo us6 tor
op€ralions.

The v6st maiority of the assets of lhe Hendo6on County Wator Districl are invested in the syslem infrastructure, similar to most utility op€raiions. To
prolect this inveslmenl, the Districl is diligent in continually monitodnq the condition of tho systgm and porforming maintenance to ensure it remains in a
state of good repair. Management monitors its fnencial performanc€ regulerly to onsuro a roagonable rotum on invostnent is rcceived so that funds are
availsble to provide for capital expenditures ne@9s8ry to meet lhese objectives. Th6 District expended $234,341 on c€pital assets during 2023, and
$98,874 during 2022.

CaoitalAssets:

Lonq-term Oebt:

Economic Factors:

Contact lnformation:

As of Docember 31, 2023, th6 Henderson Counly Water oislrict has S2,353,292 in long-term debt oulstanding, consisting of an Old National Bank Loan in
lhe amounl of 540,412, Revenue Bond S€ies 2013 and 2013A in the amount of $1,736,000, and R€venuo Bond Sories 20168 in the amount of 3576,880.
Revonues oflhe District are pledgod to secure thes€ obligataons.

Due to the curent rise ol inflation, costs of goods and s€Nicos aro incroasing reaultirE in an incrgaso in th6 District's expenses and payroll. The oistrict
has tound that vendors are havino diffculty keeping cunent wih demand so the Districl stock-piled some frequently us6d items which caus€d inv€nlory and
supplies lo increase. Ho\ /ever, ev6n with th696 hardships, lhe District romains diligent in monitoring costs and budgets in order to mairitain their strong
fnancial position.

The linancial statements are deigned to provide our citizens. customers. and crediloB with a general overyiew of the Henderson County Wator Districfg
results of operations. Additional information can be obtained by conlacting Mr. Malk Julian, Supeintendent of the Honderson County Water Distrid al 655
South Main Street, P.O. Box 655, Henderson, Kentucky 42420, or telophonically at 270-826-9802.

page 2

D€combor 31, 2023 December3l,2022 Chango Percantage

t 3,299,990 $ 3,331,118 t (31,128) -1Yo

3,317,717 3,283,383 3,{,364 1%
(17,7s7) 47.735 (65.492) -137vo
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INDEPENDENT AUDITOR'S REPORT

To the Board of Commissioners
Henderson County Water District
Henderson, Kentucky

Report on the Audit of the Financial Statements

Opinions

We have audited the accompanying financial statements of the governmental activities of the Henderson County
Water District, as of and for the years ended December 31,2023 and 2022, and the related notes to the financial
statements, which collectively comprise the Henderson County Water District's basic financial statements as listed
in the table of contents.

ln our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities the Henderson County Water Distrlct, as of December 31,2023 and
2022, and the respective changes in financial position, and cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Basis tor Opinions

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. Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Henderson County Water District and to meet our other ethical responsibilities, in accordance
with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinions.

Respo/,sibrrties of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the flnancial statements in accordance with
accounting principles generally accepted in the United States of America, and for 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.

ln preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Henderson County Water District's ability to
continue as a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with generally accepted auditing standards and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment made by
a reasonable user based on the flnancial statements.

ln performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

941 N. Green Street r P.O. Box 676 r Henderson, KY 42419-0676
l'hone: (270) 826-4474 trarr (270) 826-6735 kcmpcrcpa.corr



. ldentiry and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Henderson County Water District's internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

o Conclude whether, in our.iudgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Henderson County Water District's ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit flndings, and certain internal control-related matlers that we identifled
during the audit.

Requi red Supplem entary lnformation

Accounting principles generally accepted in the United States of America require that the management's discussion
and analysis 1-2, and the schedule of the District's proportionate share of net pension liability to the county
employee retirement system on page 28, the schedule of the District's contributions to the Kentucky Retirement
System on page 29, the schedule of the District's proportionate share of net OPEB liability to the non-hazardous
medical insurance plan on page 30, and the schedule of the District's contributions to medical insurance plan of the
Kentucky Retirement System on page 31 be presented to supplement the basrc financial statements. Such
information is the responsibility of management and, 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 provjde us with sufficient evidence to express an opinion or provide any assurance.

S u pp I e m enta ry I nfo rm ati o n

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Henderson County Water District's basic financial statements. The accompanying schedule of revenues,
expenses and changes in net position - budget and actual and the schedule of system maintenance, customer
accounts and administrative expenses are presented for purposes of additional analysis and are not a required part
of the basic financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial statements. The
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. ln our opinion, the combining and individual nonmajorfund financial statements and the schedule
of expenditures of federal awards are fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

Other lnformation

Management is responsible for the other information included in the annual report. The other information comprises
the introductory and statistical sections but does not include the basic financial statements and our auditor's report
thereon. Our opinions on the basic financial statements do not cover the other information, and we do not express
an opinion or any form of assurance thereon.

ln connection with our audit of the basic financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the basic financial statements,
or the other information otherwise appears to be materially misstated. lf, based on the work performed, we conclude
that an uncorrected material misstatement of the other information exists, we are required to describe it in our report.



Other Reporting Required by Govemment Auditing Standards

ln accordance with Government Auditing Standards, we have also issued our report dated March 27,2024, on out
consideration of the Henderson County 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 solely 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 effectiveness of the Henderson
County Water District's internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance wilh Government Auditing Standards in considering Henderson County Water
District's internal control over financial reporting and compliance.

K--f.^ C,f A d 
"..''.^p 

ur"

Kemper CPA Group LLP
Certified Public Accountants and Consultants

Henderson, Kentucky
March 27 ,2024



HENDERSON COUNTY WATER DISTRICT

Statements of Net Position
December 3'l , 2023 and 2022

2023 2022

$ 424,850 $

518,017
4,520

254,629

Utility, plant, equipment and construction in progress, net 1 1,836,s0'l

ASSETS
Current assets:

Cash and cash equivalents
lnvestments
Receivables, net
lnterest receivable

lnventories
Prepaid expenses

Total current assets

Other non-current assets:
Restricted cash and cash equivalents
lnvestments
Restricted investments

Other investments
Total other non-current assets

Total assets

Deferred outflows of resources

Total assets and deferred outflows

LIABILITIES
Current liabilities:

Accounts payable

lnterest payable

Other liabilities
Bonds and notes payable, net

Total current liabilities

1,825,202

11 972 970

665,578
236,959
379,570
69,353

623,494

376,810
68 518

1,351,460 068,822
14,422,244 14,866,994

470,016 365,139

14,892,260 15,232,133

1,

649

193,344
82,951
83,368

419,838

175,090
1,485,965

728 779,501

165,260
1,301,988

2, 353,252 2,702 624
4j69,872
4,949,373

428,533

4 014 347
4 664 075

350,026Oeferred inflows of resources

NET POSITION

lnvested in capital assets, net of related debt
Restricted for debt service
Unrestricted

Total net position $ 9,878,159

9,141 ,112
1,045J48
(308,101) J 415

See accompanying notes to financial statements

$ 9,854,227

page 6

Non-current liabilities:

Customer security deposits
Net pension/OPEB liability
Bonds and notes payable, net

Total non-current liabilities
Total liabilities

32,267
1,234,283

664,034
461,090
527,689

4,520
139,790
28,079

185,537
44,775
77,319

342,097

8,850,508
1,000,304



HENDERSON COUNTY WATER DISTRICT

Statements of Revenues, Expenses and Changes in Fund Net Position
December 3'l , 2023 and 2022

2023 2022

Operating revenues:
Water
Penalties and sundry

Total operating revenues

Operating expensesl
Purchased water
Pumping utilities
Maintenance of system
Vehicle and equipment
Customer accounts
Administration
Deprecialion

Total operating expenses

Operating income

Non-operating revenues (expenses):

lnvestment income
lnterest expense
Gain (loss) on disposal of assets

Total non-operating revenues (expenses)

lncome (loss) before contributions

Capital contributions

Change in net position

Net position, beginning of year, as previously stated

Net position, end of year

(23,450)

9,854,227 9,877,677

_g___g.qzU_qe $ 9,854,227

$ 3,185,227
114,763

3,299,990

(17 ,7s7)

48,280
(71 ,610)

2,978

$ 3,224,823
106,295

1,750,623
64,599

323,411
50,297

135,523
562,484
396,446

3,283,383

47 735

13,026
(108,084)

1,629,511
67 ,263

412,055
39,005

155,918
612,630
401,365

3,317,747

(20,352) (95,0s8)

(38,109)

62,041

23,932

(47 ,3231

23,873

See accompanying notes to flnancial statements. page 7

3,331 ,1 18



HENDERSON COUNTY WATER OISTRICT

Statements of Cash Flows
December 31, 2023 and 2022

2023 2022

Cash flows from operatlng actlvltles:
Cash received from cuslomers
Cash payments to suppliers for goods and services
Cash payments to employees for services

Other operating revenues
Net cash provided by operating activities

Cash flows from noncapital financing actlvitles:
lncrease (decrease) in customer deposits

Net cash provided by noncapital financing activities

Cash flows from investlng actlvltles:
(lncrease) decrease in investment securities
lnterest income

Net cash provided by investing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of operating lncome to net cash provldsd
(used) by operating activities:
Operating income
Adjustments to reconcile operating income to net

cash provided by operating activities:
Depreciation
Pension expense
(lncrease) decrease in accounts receivable
(lncrease) decrease in inventories
(lncrease) decrease in prepaid expenses
(lncrease) decrease in deferred outflows
lncrease (decrease) in accounts payable

lncrease (decrease) in accrued liabilities
Net cash provided by operating activities

$ 3,194,899
(2,226,946)

(871,522)
114 763
211.194

$ 3,175,081
(2,171 ,335)

(742,515\
106,295
367,526

9,830
9,830

14 470
14 470

(98,874)

23,873
(381 ,613)

(234,3411
2,978

62,041
(419,838)

(97,780) (72 ,154)
86,940) (528,768)(6

220,536
48,280

268,816

85,582
13,026
98,608

(197,100) (48,164)

1,335,6921,2 87 .528

$ 1,090,428 $ 1,287,528

$ (17,757) $ 47,735

401,365
'I 15,317

I,672
(114,838)

(4,188)
(126,345)

(7,807)
(44,2251

$ 21 1 ,194

424,850
665,578

$ 1,090,428

396,446
100,887
(49,742)
(54,5s5)

4,871
(121,982)

42,499
1,367

$ 367,526

$ 664,034
623,494

$ 1 ,287 ,528

$

See accompanying notes to financial statements. page 8

Cash flows from capital and related flnanclng actlvltl$:
Acquisition and construction of capital assets
Proceeds from sale of assets
Capital contributions
Principal paid on revenue bond maturilies and other capital notes

lnterest paid on revenue bonds and other capital notes
Net cash (used) by capital and related financing activities

Summary of cash and cash equivalents:
Unrestricted cash equivalents
Restricted cash equivalents

Total cash and cash equivalents



HENDERSON COUNTY WATER DISTRICT
Notes to Financial Statements
December 31 , 2023 and 2022

NOTE 1 . SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Henderson County Water District ("Water District") was created by the fiscal court of Henderson County
under the provisions authorized by Chapter 74 of the Kentucky Revised Statutes. The accounting and
reporting framework and the more significant accounting principles are discussed in subsequent
subsections of this Note. The remainder of the Notes are organized to provide explanations, including
required disclosures, of the Henderson County Water District's financial activities for the years ended
December 31, 2023 and 2022.

A. Financial Reportinq Entitv

The Henderson County Water Diskict's purpose is to construct, operate and maintain water service

facilities and supply water to Henderson and Webster counties. lt is legally separate from the
Counties of Henderson and Webster, but its governing body is appointed by the Henderson County
and Webster County Fiscal Courts.

The financial statements of the Henderson County Water District comprise a single business-type
activity generally financed in whote or in part with fees charged to external customers. ln evaluating

how to define the Water District for financial reporting purposes, management has considered any
potential component units, based upon the Water Districfs ability to exercise significant oversight
responsibility. Oversight responsibility was determined on the basis of the Water District's ability to

significantly influence operations, select the governing body, and participate in fiscal management

and the scope of public service. Based upon the application of these criteria, no potential

component units were noted.

Measurement Focu Basi s of Accountino. and Financial Stateme nt PresentationB

Proprietary fund types are accounted for on an economic resources measurement focus using the

accrual basis of accounting. Revenues are recorded when they are earned, including unbilled

water services which are accrued. Expenses are recorded at the time liabilities are incurred.

The financial statements are prepared on the basis of Governmental Accounting Standards Board

(GASB), Statement Number 34, Basic Financial Statements, Management Discussion and Analysis

for State and Local Governments and related standards.

The Henderson county water District is accounted for as an enterprise fund. The financial

statements are prepared on the accrual basis of accounting in accordance with accounting
principles generally accepted in the United States. The GovernmentalAccounting Standards Board

(GASB) is the accepted standard-setting body for establishing governmental accounting and

financial reporting principles. ln accordance with the provisions of GASB Statement No. 20,

Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities that

Use Proprietary Fund Accounting, and GASB Statement No. 62, Codification of Accounting and

Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA

Pronouncements, the Water District applies all Financial Accounting Standards Board (FASB)

statements and interpretations issued on or before November 30, 1989 that do not conflict with or

contradict GASB pronouncements.

Charges for Services include revenueS based on exchange or exchange-like transactions, namely

watei and sewer use. Program-specific grants and contributions (operating and capital) include

revenues arising from mandatory and voluntary non-exchange transactions with other
governments, organizations or individuals that are restricted for use in a particular program.

page I



HENDERSON COUNTY WATER DISTRICT
Notes to Financial Statements
December 31, 2023 and 2022

MMARY OF SIGNIF P LICIES

Operating income reported in proprietary fund financial statements includes revenues and

expenses related to the primary, continuing operations of the fund. Principal operating revenues

for proprietary funds are charges to customers for services. Principal operating expenses are the

costs of providing goods or services and include administrative expenses and depreciation of
capital assets. Other revenues and expenses are classified as non-operating in the financial

statements.

C. lnventories

lnventories are carried at the lower of cost (primarily first-in, first-out) or net realizable value.

D. Cash

The Water District reporting entity considers highly liquid investments with an original maturity of

three months or less when purchased to be cash equivalents.

E. lnvestments

KRS 66.480 permits the Commission to invest in U.S. Treasury obligations, U.S. Agency

obligations, certain federal instruments, repurchase agreements, commercial bank certiflcates of

deposit, savings and loan deposits, and the commonwealth of Kentucky investment pool.

lnvestments are recorded at fair market value based on quoted market prices. Any gains or losses

are reflected in the statement of revenues, expenses and changes in net position, in accordance

with GASB No. 31, Accounting and Financial Reporting for Certain lnvestments and for External

lnvestment Pools.

F. Restricted Assets

Restricted assets are cash and cash equivalents, U.S. Treasury obligations and interest

receivables whose use is limited by legal requirements. Restricted assets represent amounts

required by debt covenants to be segregated for debt service reserves and future debt payments

and accrued lnterest on long-term debt obligations.

G. Accounts Receivable

on January 1, 2023, the District adopted the new accounting guidance related to the allowance for

credit losses on accounts receivable. The impact of adoption of this standard was not material to

the financial statements and had no impact on the opening balance of retained earnings.

The District extends credit on a short-term basis to customers in the normal course of business.

Accounts receivable are stated at their estimated collectible amounts and comprise amounts billed

and currently due from customers. These uncollateralized customer obligations are due under

normal trade terms requiring payment within thirty days from the invoice date'

The carrying amounts of accounts receivable are reduced by an allowance that reflects

management's best estimate of the amounts that will not be collected. Collections from customers

are continuously monitored and an allowance for credit losses is maintained based on historical

experience adjusted for current conditions and reasonable forecasts taking into account

geographical and industry-specific economic factors, The District also considers any specific

iustomer collection issues, Since the District's accounts receivable are largely similar, the District

evaluates its allowance for credit losses as one portfolio segment. At origination, the District

evaluates credit risk based on a variety ofcredit quality factors including prior payment experience,
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HENDERSON COUNTY WATER DISTRICT
Notes to Financial Statements
December 31, 2023 and 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

customer financial information, credit ratings, probabilities of default, industry trends and other
internal metrics. On a continuing basis, data for each major customer is regularly reviewed based
on pastdue status to evaluate the adequacy of the allowance for credit losses; actual write-ofh are
charged against the allowance. Write-offs to the allowance for credit losses were $4,547 and
$3,101, respectively for years 2023 and 2022.

The balance of accounts receivable as of January 1,2022was$477,947.

H. Donated Lines

From time-to{ime prospective users have constructed and paid for line extensions and donated
these additions to the Water District. These additions are recorded at cost invoiced to the user and
are depreciated at rates based on their estimated useful life. Such additions are recorded as capital
contributions.

l. Capital Assets, Depreciation, and Amortization

The Water District's property, plant and equipment with useful lives of more than one year are
stated at historical cost and comprehensively reported in the basic financial statements. Donated
assets are stated at fair value on the date donated. The costs of normal maintenance and repairs
that do not add to the asset value or materially extend useful lives are not capitalized. Capital
assets are depreciated using the straight-line method. When capital assets are disposed, the cost
and applicable accumulated depreciation are removed ftom the respective accounts, and the
resulting gain or loss is recorded in operations. The Public Service Commission has approved an
upper limit of $5,000 below which the cost of an item can be expensed. The District uses a
capitalization threshold of $500.

Estimated useful lives for depreciable assets are as follows:

Build ings
Distribution systems
Machinery and equipment
Office equipment and fixtures

10-50
15-62.5
5-10
5-10

J. Tap Fees

Tap fees collected from new customers are recorded as capital contributions. The cost of installing
the service lines and setting the water meters are capitalized and depreciated over their estimated
useful lives.

K. CompensaledAbsences

Accumulated unpaid vacation amounts are reported as "Other liabilities" in the basic financial
statements. The accrued compensated balance at Oecember 31, 2023 and 2022 was $6,462 and
$1 1,347, respectively.

L. Net Position

Net position presents the difference between assets plus deferred outflows of resources and
liabilities plus deferred inflows of resources in the statement of net position. Proprietary fund net
position is divided into three components:
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HENDERSON COUNTY WATER DISTRICT
Notes to Financial Statements
December 31, 2Q23 and 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES. CONTINUED

NOTE 2 - ALLOWANCE FOR CREDIT LOSSES

The allowance for uncollectible accounts receivable at December 31,2023 and 2022was $7,040 and $0,
respectively.

- DEP SITS WTH FI

Custodial credit risk for deposits is the risk that in the event of a bank failure, the Water District's deposits

may not be returned or the Water District will not be able to recover collateral securities in the possession

of an outside party. At December 3l , 2023, the carrying amount of the Water District's deposits, including

certificates of deposit, was $1,781,017. Of the total bank balances (including certificates of deposit),
g25O,OOO was covered by Federal Depository lnsurance. As of December 31, 2023, the Districts demand

and time deposits were fully secured by federal depository insurance or by pledged collateral held by the

custodial institutions.

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

N
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lnvested in capital assets, net of related debt - consist ofthe historical cost of capital assets
less accumulated depreciation and less any debt that remains outstanding that was used
to flnance those assets.

Restricted net position - consist of net position that are restricted by the Water District's
creditors (for example through debt covenants), by state enabling legislation, by grantors
(both federal and state), and by other contributors.

Unrestricted - all other net position are reported in this category.

M. Use of Restricted Resources

\Men an expense is incurred that can be paid using either restricted or unrestricted resources (net
assets), the Water District's policy is to apply the expense toward restricted resources and then
toward unrestricted resources.



HENDERSON COUNTY WATER DISTRICT
Notes to Financial Statements
December 31, 2023 and 2022

NOTE 4 - INVESTI\iIENTS

lnvestments stated at fair market value consisted of the following at December 31, 2023 and 2022

2023 2022

Current:
Certificates of deposit

Noncurrent:
Certificates of deposit, restricted
Certificates of deposit, unrestricted
Money market, unrestricted

461,090

376,8'10

u

379,570
236,959
69,353 68,518

$ 68s,882 $ 906,418

NOTE5-RISKMANAGEMENT

The Water District is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. The Water District purchases

commercial insurance for all risks of loss. There have been no significant reductions in insurance coverage
and settlement amounts have not exceeded insurance coverage for the current year or the three prior years.

NOTE 6. CAPITAL ASSETS

The following is a summary of changes in capital assets for the years ended December 31,2023 and 2022

December 31 2023
Beginning
Balance lncreases Decreases

End ing
Balance

Business-type activities:
Capital assets, not being depreciated

Land
Construction in progress

Capital assets, being depreciated:
Distribution systems
Buildings
Equipment

Total capital assets

$

178,829

725 771 394

21 zJz 702 264

$ 300,516 $
'199,265

18,865,954
1,062,915

$ 300,516
199,265

19,044,783
1,062,915

804 86 067 118
896 118 725 21 378 873

Less: accumulated depreciation
Distribution systems
Build ings
Equipment

Total accumulated depreciation
707 432 tza 626 ozo

7,864,283
688,017

323,559
39,887

8,187,842
727 ,904

919 r 18
I 259 732 401 365 118 725 9 542

836,501Capital assets, net $11, 972.970 $ ('136,469) $11
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HENDERSON COUNTY WATER DISTRICT
Notes to Financial Statements
December 31, 2023 and 2022

Business-type activities:
Capital assets, not being depreciated

Land
Construction in progress

Capital assets, being depreciated:
Distribution systems
Buildings
Equipment

Total capital assets

Less: accumulated depreciation
Distribution systems
Buildings
Equipment

Total accumulated depreciation

lncreases Decreases

December 31 2022
Beginning
Balance

Ending
Balance

$ 300,516 $
187,303

18,922,296
1,059,035

$ 300,516
199,265

$
1 1,962

83,031
3,880

18,865,954
1,062,915

139,373

809 809 5 757 804 052
21,278,959 98,873 145,'130 21,232,702

139,3737,681,591
648,243

322,065
39,77 4

7,864,283
688,017

678 582 34 607 5 757 707 432
008 416 396 446 145o 130 I 2s9 l52

Capital assets, net $12,270,543 $ (297,s73) $ $11,972,970

December 3'l 2023
Additions Payments Ending

Balance
Beginning
Balance

Revenue bond series 2013
Revenue bond series 2013 A
Revenue bond series 2016 B
Old National Bank note

Add: unamortized premiums

Bonds/notes payable @ 12131123

$ 1 ,531,s00 $
269,500

1,180,000

$ 27,000
5,000

350,000

$ 1,504,500
264,500
830,000

117 347 37 79 509

3,098,347 419,838 2,678,509

24 '115 235 16 8807

$3 122 462 $ 427 073$2 695 389
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NOTE 6 - CAPITAL ASSETS. CONTINUED

NOTE 7. LONG-TERM DEBT

The following is a summary ofchanges in long-term debt for the years ended December 31,2023 and 2022:



HENDERSON COUNTY WATER DISTRICT
Notes to Financial Statements
December 31, 2023 and 2022

December 31 2022
Beginning
Balance

Additions Payments Ending
Balance

Revenue bond series 2013
Revenue bond series 2013 A
Revenue bond series 2016 B
Old National Bank note

$ 1,531,500 $
269,500

1,525,000
tcJ 960

3,479,960

31 350

Total bonds and notes payable
Less: current portion

264,500

2,695,389 3,122,462
342 097 419 838

$ 2,353,292 $ 2,70?,624

$

345,000

$ 1 ,531,500
269,500

1,180,000
36 613 347

381.613 3,098,347

Add: unamortized premiums

Bonds/notespayable@12131122$3,511,310-$388,848$3,122,462

On May 12, 2016, the Henderson County Water District issued $3,080,000 Kentucky Rural Water Finance

Corporation Public Projects Refunding Revenue Bonds Series 2016 B, interest ranging from 2.25o/o lo
3.25%,lo advance refund outstanding 2006 A Water Revenue Bonds and with an outstanding balance of
$3,205,000. The advance refunding resulted in a difference between the reacquisition price and the net
carrying amount of the 2006 A series bond of $116,209. This difference, reported in the accompanying
financial statements as a deferred outflow of resources, will be charged to operations (included in "interest
expense") through the year using the straight-line method.

Bonds and notes payable at December 31, 2023 and 2022 are comprised of the following

2023
Notes Pavable:
Note payable to Old National Bank, dated December 2, 20'15,
due in monthly installments of $3,428 including interest at
3.25%, secured by a pledge of system revenues $ 79,509 $ 117,347

Revenue Bonds:
$3,080,000 Public Projects Water Refunding Revenue Bonds
dated May 12, 2016 due in annual installments of $265,000 to
$285,000 through January 1, 2026, interest payable
semiannually on February 1 and August 1, with a rate of 3.25%

Add: Unamortized bond premium

$1,695,000 Waterworks Revenue Bonds, Series 2013 dated
July 25, 2012, due in annual installments of $2'1,000 and
$79,500 through January 1, 2052, interest payable
semiannually on January 1 and July 1, with a rate of 3.75% 1,504,500 1,531,500

235 24 1157

2022

830,000
16,880

1,'180,000
24,115

Long{erm portion
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NOTE 7 . LONG.TERM DEBT. CONTINUED

$300,000 Waterworks Revenue Bonds, Series 2013A dated
July 25,2012, due in annual installments of$4,000 to $13,500
through January 1, 2053, interest payable semiannually on
January 1 and July 1, with a rate of 3.5% 269,500



HENDERSON COUNTYWATER DISTRICT
Notes to Financial Statements
December 31 , 2023 and 2022

NOTE NTIN ED

The annual requirements to amortize all bonds/notes outstanding as of December 31,2023, including
interest payments are as follows:

Year endinq December 31
Revenue

Bonds/Notes lnterest Total

2024
2025
2026
2027
2028

2029-2033
2034-2038
2039-2043
2044-2048
2O4g and thereafter

$ 429,824
427,540
388,485

98,980
98,552

494,524
494,059
495,216
494,138

392 499 442 3s6
$ 2,678,509 $ 1,185,165 $ 3,863,674

The bond indenture agreements include certain stipulations and restrictive covenants. The Water District
is in compliance with all significant limitations and restrictions.

The District participates in the County Employees Retirement System (CERS), which is a cost-sharing
multiple-employer defined benefit pension plan administered by Kentucky Retirement Systems (KRS),
an agency of the Commonwealth of Kentucky. CERS covers all full-time and eligible part{ime
employees employed in nonhazardous positions of each participating county, city, and school board,
and any additional eligible local agencies electing to participate in CERS. Kentucky Revised Statute
Section 6'l .645 assigns the authority to establish and amend benefit provisions to the Board of Trustees
of Kentucky Retirement Systems (Board). KRS issues a publicly available financial report that includes
audited financial statements and audited required supplementary information for CERS. The report
may be obtained by writing to Kentucky Retirement System, Perimeter Park West, 1260 Louisville
Road, Frankfort, Kentucky 40601, or it may be found at the KRS website at www.kyret.ky,gov.

B. Benefits Provided

CERS provides for retirement, disability, and death benefits to system members. Retirement benefits
may be extended to beneficiaries of members under certain circumstances. Retirement benefits are

determined using a formula which considers the member's final compensation; benefit factors set by

statute which vary depending upon the type/amount of service, participation date, retirement date and

years of service. For all tiers, cost of living adjustments (COLA) are provided only if authorized by the
Legislature and are at the discretion of the General Assembly. Please refer to the Summary Plan
Description, available from KRS, for a complete description of all Plan benefits and provisions.
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$ 342,097
349,913
322,000

38,500
39,500

222,500
266,500
321,000
384,000

$ 87,727
77,627
66,485
60,480
59,052

272,024
227,559
174,216
1 10,'138
49,857

NOTE 8. PENSION PLAN

A. Plan Description



HENDERSON COUNTY WATER DISTRICT
Notes to Financial Statements
December 31, 2023 and 2022

- PEN N PLAN C

C. Contributions

per Kentucky Revised Statues Sections 78.545 (33), contribution requirements ofthe active employees

and the participating employers are established and may be amended by the KRS Board. Plan

members, are required to contribute a percentage of their annual creditable compensation based on

their benefit tier as follows:

Required Contributions
5o/o

5% + 1% for health insurance fund
5% + 1% for health insurance fund

The District's actuarially determined contribution rate for the year ended December 31, 2023, was

26.79% (fo. the months of January through June) and 23.34o/o (for the months of July through

December) of annual creditable compensation. Of these determined contribution rates, 23.40% and

3.39%, which makes up the 26.79% (for the months of January through June) and 23.34% and 0.00%,

which makes up the 23.34% (for the months of July through December) was contributed to the Pension

and oPEB Funds within CERS, respectively. contributions to GERS Pension Fund and oPEB Fund by

the District were $117,845 and $8,500, respectively, for the year ended December 31, 2023

D n Liabilities Pens Deferred Ou a sources a lnflows

Tier 1

f ier 2
Tier 3

Resources Related to Pensions

At December 31,2023, the District reported a liability of $1,167,341 for its proportionate share of the

net pension liabitity. The net pension liability was measured as of June 30, 2022 and the total pension

liability used to calculate the net pension liability was determined by an actuarial valuation as.of that

date. The oistrict's proportion of the net pension liability was based on a pro.iection of the oistrict's
long-term share of contributions to the pension plan relative to the pro.iected contributions of all
pariicipating KRS members, actuarially determined. At June 30, 2022, lhe District's proportion was
O.O16i48ffor non-hazardous which was an increase o1,0.0004420/o from its proportion measured as

of June 30, 2021. For the year ended December 3'1, 2023 the District recognized pension expense of

$71,286. At December il, ZOZS the Oistrict reported deferred outflows of resources and deferred

inflows of resources related to pensions from the following sources:
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lnflation
Payroll growth rate
Salary increases
lnvestment rate of return

2.30%
2.00% for CERS Non-hazardous
3.30% to'10.30%, varies by service
6.25% net of Plan investment expense, including inflation

2023

Defened

Outflows of

Resources

Defened

Inflows of

Resources

Difference between expected and actual experience $ 1,248 $ 10,396

Changes in assumptions

Net difference between projected and actual in\,estment

earnings on pension plan in\estments 15,884 128,914

Changes in proportion and differences between District

contributions and propo(ionate share of contributions 23,088 30,498

District's contributions subsequent to the measurement date

(frscal year District contributions)

'117,845

Total $ 158,065 $ 169,808

$117,845 reported as deferred outflows of resources related to pensions resulting from District
contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ended December 31, 2023. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions will be recognized in pension expense
as follows:

Year Ended December 3'l:

2023 $ (18,837)

2024 8,854

202s (9,810)

2026 33,161

Thereafler $ 13,368

E. ActuarialAssumptions

The total pension liability in the June 30,2021, actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement:
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NOTE 8. PENSION PLAN. CONTINUED

The mortality table used for active members was Pub-2010 General Mortality table, for the
Nonhazardous Plans, projected with the ultimate rates from the MP-2014 mortality improvement scale
using a base year ol 2010. The mortality table used for non-disabled retired members was a system-
specific mortality table based on mortality experience from 2013-2018, proiected with the ultimate rates
from MP-2014 mortality improvement scale using a base year of 2019. The mortality table used for the
disabled members was PU8-2010 Disabled Mortality table, with a 4-year set-foMard for both male and
female rates, pro.lected with the ultimate rates from the MP-2014 mortality improvement scale using a
base year of 2010.

The actuarial assumptions used in the June 30, 2021, valuation were based on the results of an
actuarial experience study for the period July l, 201 3 - June 30, 2018. There have been no actuarial or
method changes since June 30,2021. Additionally, there have been no plan provision changes that
would materially impact the total pension liability since June 30,2012.

Discount rate: The discount rate used to measure the total pension liability was 6.25%. The discount
rate determination does not use a municipal bond rate. The target asset allocation and best estimates
of arithmetic real rates of return for each major asset class are summarized in the Annual
Comprehensive Financial Report (ACFR).

Projected cash flows: The projection of cash flows used to determine the discount rate assumed that
the funds receive the required employer contributions each future year, as determined by the current
funding policy, established in Statute as amended by House Bill 362, (passed in 2018) over the
remaining 29 years (closed) amortization period ofthe unfunded actuarial accrued liability.

Long term rate of return: The long-term expected rate of return was determined by using a building
block method in which best estimate ranges of expected future real rates of returns are developed for
each asset class. The ranges are combined by weighting the expected future real rate of return by the
target asset allocation percentage.

Assumed Asset Allocation: The target asset allocation and best estimates of arithmetic real rates of
return for each major asset class are summarized in the following table:

Long Term Expected Real

Asset Class Rate of Return

Public Equity
Pri\Ete Equity
Core Bonds
Specialty CrediUHigh Yield
Cash
Real Estate
Real Retum

50.00%
10.00%
10.00%
10.00%
0.00%
7.00Yo

'13.00%

4.48o/o

10.15o/o

28.00Yo

2.28%
-0.91o/o

3.67Yo

4.07Yo

ExDected Real Retum 100.000/o

Long Term lnflation Assumption
Expected Nominal Retum fur Portfolio
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Target Allocation

4.280k
2.30o/o

6.580/o
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Sensitivity of the District's Proportionate Share of the Net Pension Liability to Changos in the
Discount Rate

The following presents the District's proportionate share of the net pension liability calculated using the
discount rate ol 6.250/o, as well as what the District's proportionate share of the net pension liability
would be if it were calculated using a discount rate that is 1-percentage-point lower (5.25%) or 1-
percentage-point higher (7.25%) than the current rate:

1% Decrease

Non-Hazardous

Current Discount 'l% lncrease

District's proportionate
share (5,25Vo1

$1,459,032

(6.25Yo\

$1,167,341

(7.25%)

$926,089of Net Pension Liability

F. Method and Assumptions Used in Calculations of Acfuadally Determined Contributions

The actuarially determined contribution rates are determined by and actuarial valuation as of June 30,
2020. The following actuarial methods and assumptions were used to determine contribution rates
reported in that schedule:

Actuarial cost method
Asset valuation method

Amortization method
Amortization period

Payroll growth rate
lnvestment rate of return
lnflation
Salary increase
Mortality

Entry age normal
20% of the difference between the market value of
assets and the expected actuarial value of assets is
recognized
Level percent of pay
3o-year closed period at June 30, 2019. Gains/losses
incurring after 2019 will be amortized over separate
closed 2o-year amortization bases
2.00o/o
6.25%
2.30%
3.300/o to 10.30%, varies by service
System-specific mortality table based on mortality
experience from 2013-2018, poected with the ultimate
rates from MP-2014 mortality improvement scale using a
base year of 2019
Board certified rate is phased in to the actuarially
determined rate in accordance with HB 362 enacted in
2018

Phase-in provision

G. Chanoes in AssumDti ns and Benefit Terms

There were no changes in assumptions or beneUt terms since the prior measurement date.
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H. Chanqes Since lvleasurement Date

There were no changes between the measurement date of the collective net pension liability and the
employer's reporting date.

L Pension Plan Fiduciarv Net Position

Detailed information about the CERS fiduciary net position is available in the separately issued
Kentucky Retirement Systems Comprehensive Annual Financial Report.

J. Pavables to the Pension Plan

At December 31, 2023 and 2022, the District reported a legally required payable of $16,355 and
$17,757, respectively, for the outstanding amount of contributions due to CERS Pension Fund for the
years.

NOTE 9 - OTHER POST-EMPLOYMENT BEN EFITS - MEDICAL INSURANCE PLAN

A. Plan Description

ln addition to the pension benefits described above, the Kentucky Retirement Systems (KRS) provides
post-retirement healthcare benefits, in accordance with Kentucky Revised Statutes. The Kentucky
Retirement Systems lnsurance Fund (Fund) was established to provide hospital and medical insurance
for members receiving benefits from KRS, including those in the County Employees Retirement System
(CERS), which the Diskict participates. The fund and members receiving benefits pay prescribed
portions of the aggregate premiums paid by the Fund. The allocation of insurance premiums paid by
the Fund and amounts withheld from member benefits is based on years of service with the Systems.
For member participating prior to July '1, 2003, years of service and respective percentage of the
maximum contribution are as follows:

Years of Service
20 or more

15-19

10-14

4-9

Less than 4

As a result of House Bill 290 (2004 Kentucky General Assembly), medical insurance benefits are

calculated differently for members who began participating on, or after, July 1, 2003. Once members
reach a minimum vesting period often years, nonhazardous employees whose participation began on,
or after, July 1, 2003 earn ten dollars ($10) per month for insurance benefits at retirement for every
year of earned service without regard to a maximum dollar amount. This dollar amount is subject to
adjustment annually based on the retiree cost of living adjustment (COLA), which is at the discretion of
the Kentucky General Assembly who reserves the right to suspend or reduce this benefit if, in its
judgment, the welfare of the Commonwealth so demands.
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Paid bv lnsurance Fund
100%

75o/o

50o/"

25%

0o/o
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NOTE 9. OTHER POST.EMPLOYMENT BENEFITS - MEDICAL INSURANCE PLAN coNTINIJED

ln prior years, the employers' required medical insurance contribution rate was being increased
annually by a percentage that would result in advance-funding the medical liability on an actuarially
determined basis using the entry age normal cost method within a 20 year period measured from 1987.
ln November 1992, the Board ofTrustees adopted a fixed percentage contribution rate and suspended
future increases under the current medical premium funding policy until the next experience study could
be performed. ln May 1996, the Board of Trustees adopted a policy to increase the insurance
contribution rate by the amount needed to achieve the target rate for full entry age normal funding within
twenty years.

On August 6,2012, the Retirement System Board voted to cease self-funding of healthcare benefits
for most KRS Medicare eligible retirees. The Board elected to contract with Humana lnsurance
Company to provide healthcare benefits to KRS' retirees through a fully-insured Medicare Advantage
Plan. The Humana Medicare Advantage Plan became effective January 1, 2013.

Historical trend information showing the CERS' progress in accumulating sufficient assets to pay

benefits when due is presented in the Kentucky Retirement Systems' annual flnancial report. This
report may be obtained by writing the Kentucky Retirement Systems, 1260 Louisville Road, Frankfort,
KY 40601-6'124, or by telephone at (502-5644646).

B. Contribution Policy

The District's actuarially determined contribution rate for the year ended December 31, 2023, was
26.790/0 (fot the months of January through June) and 23.34o/o (for the months of July through
December) of annual creditable compensation. Of these determined contributaon rates, 23.40% and
3.39%, which makes up the 26.79% (for the months of January through June) and 23.34Yo and 0.00o/o,

which makes up the 23.34% (for the months of July through December) was contributed to the Pension
and OPEB Funds within CERS, respectively. Contributions to CERS Pension Fund and OPEB Fund by

the District were $1 17,845 and $8,500, respectively, for the year ended December 31 , 2023.

C. Pension Liabilities. Pens ron Exoense. Deferred Outflows of Resources. and Deferred lnflows of
Resources Related to Pensions

At December 31 , 2023, lhe District reported a liability of $318,624 for its proportionate share of the net
OPEB liability. The net OPEB liability was measured as of June 30, 2022 and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of that date. The
District's proportion of the net OPEB liability was based on a projection of the Districts long-term share

of contributions to the insurance plan relative to the projected contributions of all participating KRS
members, actuarially determined. At June 30,2022, the District's proportion was 0.01614520/0 fot non-
hazardous which was a decrease of 0.000443% from its proportion measured as of June 30, 2021. For

the year ended December 31 , 2023 the District recognized oPEB expense of $44,031. At December
31 ,2023, the District reported deferred oumows of resources and deferred inflows of resources related
to pensions from the following sources:
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NOTE 9. OTHER POST.EMPLOYMENT BENEFITS - MEDICAL INSURANCE PLAN, CONTINUED

2023

Oefiened

Outflows of

Resources

Deferred

lnflows of

Resources

Difference between expecled and actual experience $ 32,072 $ 73,068

Changes in assumptions 50,393 41,523

Net ditrerence between projected and actual in\estment

eamings on pension plan in\estments 59,331 216,399

Changes in proportion and differences between District

contributions and proportionate share of contributions 8,555 19,228

District's contributions subsequent to the measuremenl date

(Cunent fiscal year District contributions) 8,500

Total $ 158,851 $ 180,218

$8,500 reported as deferred outflows of resources related to OPEB resulting from Oistrict contributions
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the
year ended December 31,2023. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to OPEB will be recognized in OPEB expense as follows:

Year Ended December 31:

2023 $ (4,881)

2024 (s,88E)

2025 (21,895)

2026 2,796

$ (29,868)
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HENDERSON COUNTY WATER DISTRICT
Notes to Financial Statements
December 31 , 2023 and 2022

NOTE 9. OTHER POST-EMPLOYMENT BENEFITS - MEDICAL INSURANCE PLAN. CONTINUED

D. ActuarialAssumDtions

The total OPEB liability in the June 30,2021, actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement:

lnflation 2.30o/o
Payroll growth rate 2.00o/o
Salary increases 3.30o/o to 10.30%, varies by service
lnvestment rate of return 6.25% net of Plan investment expense, including inflalion

The mortality table used for active members is RP-2000 Combined Mortality Table projected with Scale
BB to 2013 (multiplied by 50% for the males and 30% for females). For healthy retired members and
beneficiaries, the mortality table used is the RP-2000 Combined Mortality Table projected with Scale
BB to 2013 (set back 1 year for females). For disabled members, the RP-2000 Combined Disabled
Mortality Table projected with Scale BB to 20'13 (set back 4 years for males) is used for the period after
disability retirement. There is some margin in the current mortality tables for possible future
improvement in mortality rates and that margin will be reviewed again when the next experience
investigation is conducted.

The actuarial assumptions used in the June 30, 2021, valuation were based on the results of an
actuarial experience study for the period July 1,2013 - June 30, 2018.

Discount rate: The discount rate used to measure the total OPEB liability was 5.70%.

Projected cash flows: The projection of cash flows used to determine the discount rate assumed the
local employers would contribute the actuarially determined contribution rate of projected compensation
overthe remaining 2s-year amortization period ofthe unfunded actuarial accrued liability. The actuarial
determined contribution rate is adjusted to reflect the phase in of anticipated gains on actuarial value
of assets over the first four years of the projection period.

Long term rate of return: The long{erm expected rate of return was determined by using a building
block method in which best estimate ranges of expected future real rates of returns are developed for
each asset class. The ranges are combined by weighting the expected future real rate of return by the
target asset allocation percentage.

Municipal bond rate: The discount rate determination was 3.69%.

Periods of projected benefit payments: Projected future benefit payments for all current plan members
were projected through 21 17.
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HENDERSON COUNTY WATER DISTRICT
Notes to Financial Statements
December 3'l , 2023 and 2022

. OTHER POST.EMPL DICAL INSURAN E PLAN NTI

Assumed Asset Allocation: The target asset allocation and best estimates of arithmetic real rates of
return for each major asset class are summarized in the following table:

Long Term Expected Real
Rate of Retum

Public Equity
Pri\ate Equity
Core Bonds
Specialty CrediVHigh Yield
Cash
Real Eslate
Real Retum

4.45o/o

10.15%

0.28o/o

2.280k
-0.91%
3.67Yo

4.07o/o

Total

The following presents the net OPEB liability of CERS, calculated using the discount rate of 5.70%, as
well as what CERS net OPEB liability would be if it were calculated using a discount rate that is one
percentage point lower (4.7 0%) or one percentage point higher (6.700lo) than the current rate for non-
hazardous.

Sensitivity of the Net OEB Llablllty to Changes in the Oiscount Rate

Non-Hazardous
1o/o

Decrease

The following presents the District's proportionate share of the net OPEB liability calculated using the
current healthcare cost trend rate selected by each OPEB system, as well as what the District's net
OPEB liability would be if it were calculated using a healthcare cost trend rate that is 1-percentage-
point lower or 1-percentage-point higher than the current rate:

Sensitivity of the Net OPEB Liability to Changes in the Health Care Cost Trend

Non-Hazardous
1o/o

Decrease
(4.70%)

$236,890

1% lncrease

District's proportionate share
of Net Pension Liability

District's proportionate share
of Net Pension Liability

(4.7l%o)

$425,949

Current Discount
Rate (5.70%)

$318,264

Current Discount
Rate (5.70%)

$318,264

1% lncrease
(6.70%)

$229,901

(6.70V0)

$416,771
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Asset Class Target Allocation

50,00%
10.00%

10.00%
10.00%
0.00%
7.000/o

13.00%
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HENDERSON COUNTY WATER DISTRICT
Notes to Financial Statements
December 31, 2023 and 2022

NO]E 9 - OTHER POST-EMPLOYMENT BENEFITS - MEDICAL INSURANCE PLAN, CONTINUED

E Method and AssumDtions ljsed inCalculations of Actuariallv Determined Contributions

The actuarially determined contribution rates effective for fiscal year ending 2022 arc calculated as of
June 30, 2020. Based on the June 30,2020 actuarial valuation report, the actuarial methods and
assumplions used to calculate these contribution rates are below:

Actuarial cost method
Asset valuation method

Amortization method
Remaining amortization period

Payroll growth rate
lnflation
Salary increase
lnvestment rate of return
Mortality

Health Care Trend Rates
(Pre€5)

Health Care Trend Rates
(Post-65)

Entry age normal
20% of the difference between the market value of assets
and the expected actuarial value of assets is recognized
Level percent of pay
3o-year closed period at June 30, 2019. Gains/losses
incurring after 2019 will be amortized over separate
closed 2o-year amortization bases
2.00o/o

2.300/o
3.30% to 10.30%, varies by service
6.25%
System-specific mortality table based on mortality
experience from 2013-20'18, projected with the ultimate
rates from MP-2014 mortality improvements scale using a
base year of 2019.
lnitial trend starting at 6.40% and gradually decreasing
to an ultimate trend rate of 4.05% over 14 year period.
lnitial trend starting at 6.30% and gradually decreasing
to an ultimate trend rate of 4.05% over 13 year period.

F. Chanqes in Assumotions and Benefit Terms

There were no changes in benefit terms since the prior measurement date. The following changes of
assumptions were made by the Kentucky Legislature and reflected in the valuation performed as of
June 30, 2022 as follows:

The assumed discount rate changed from 5.20% lo 5.70ok

G. Chanqes Since Measurement Date

There were no changes between the measurement date of the collective net OPEB liability and the
employer's reporting date.

H. Plan Fiduciary Net Position

Detailed information about the CERS liduciary net position is available in the separately issued
Kentucky Retirement Systems Comprehensive Annual Financial Report.

Pavables to the Pension Plan

At December 31, 2023 and 2022, the District reported a legally required payable of $16,355 and
$17,757, respectively, for the outstanding amount of contributions due to CERS Pension Fund for the
years.
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HENDERSON COUNTY WATER DISTRICT
Notes to Financial Statements
December 31, 2023 and 2022

NOTE 1O - OTHER E PLOYEE BENEFITS

Comoensated Absences

All employees of the Water District earn and accrue vacation and sick time. Employees accumulate two
weeks paid vacation after the first year of service, three weeks after five years of service and four weeks
after twenty years of service. Employees accrue one sick day per month which may be carried over each
year. Upon termination, accumulated sick days are converted to vacation days at the rate of four sick days
equaling one vacation day. An employee leaving for retirement will be paid their accumulated vacation and
sick days converted to vacation as noted above. An employee leaving for any other reason will be paid
only their accumulated vacation days. This liability is recorded in the financial statements.

Loss on defeasance of bonds
District's proportion related to net pension liability

$ 27,'l'16
442,900

$ 38,737
417 ,573

$ 470,016 $ 365,139

NOTE 12- E OF MANAGEMENT REVIEW

Management of the District has evaluated subsequent events through March 27, 2024, which is the date
the financial statements were available to be issued.
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NOTE 11 . DEFERRED OUTFLOWS

Deferred outflows reported for the years ending December 31, 2023 and 2022, consisted of the following:
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HENDERSON COUNTY WATER OISTRICT
Schedule of Districfs Proportionate

Share of Net Pension Liability
County Employee Retirement System

Year Ended December 3'1. 2023

Disficl's proportion of lhe net
pension liabili9

Districl's proporlionate share of
the pension liability (assel)

0.015148% 0.015706% 0.016948% 0.017494% 0.017103% 0.016842% 0.018005% 0.017380% 0.0'17380%

231.5O1o 225.19% 309.82% 291.551o 233.90% 221.A47o 226.A3% 167.60% 132-ASV'

52.42Vo 57.33% 47.A1 50.45% 53.54% 53.32% 55.50% 59.97% 66.80%

Dislricfs covered-employee payroll

s 1,167,341

$ 504,261

$ 1,001,38'l

$ 444,688

$ 1,299,898

$ 4t9.552

$ 1,230,361

$ 422,012

$ 1,041,625

$ 445,326

$ 985,814

$ 444,384

$ 908,933

$ 4@,712

$ 7'13,386

$ 425,653

$ 563,873

$ 424,452

Districts proporlionale share
of the net pension liability
(assel) as a percentage ot its
covered employee payroll

Plan ftduclary net posilion as a
percentage of lhe total pension
liabilily
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HENDERSON COUNTY WATER DISTRICT
Schedule of Oistrici's contributions

Kenlucky Retirement Syslem
Year Ended December 31. 2023

2023 2022 2021 2020 2019 2014 2017 2016

$ 117,84s $ 99,173 $ 85,230 $ 81,448 I79,200 $ 68,205 $ 75,862 $ 76.005

20i5

$ 72,111Contraclually rcqui@d conkibutions

Contributions in relation to the
cootractually required contibution

Conlribution deficienc'y (excess)

Districts cove.ed-employee payroll

Contributions as a percentage of
covercd+mployee payroll

(117,845)

$-

$ 504,261

(99,173)

$-

$ 444,688

(85,230)

t 4 t9,562

(81,448)

t 422,012

c/9,200)

$-
t,145,326

(68.20s)

9-

3,t44,384

o5,862)

t__-__- -

t400,712

cr6.00s)

9_-
t 425,053

92,1',t11

!J
$ 424,452

23.37% 22.30% 20_310/. 19.30% 17.7A% 15.35y, 18.3370 17.A60/o 16.99%
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HENDERSON COUNTY WATER DISTRICT
Schedule of Districfs Proportionate

Share of Net OPEB Liabilily - Non Hazardous
Medical lnsurance Plan

Year Ended December 31, 2023

2023 2022 2020 2019 2018

0.016145% O.O15702% 0.0169440/o O.O17490Yo 0.017.t03% 0.016842%
Dislricts proportion of the net
pension Iiability

Dislricts proporlionate share ot

the pension laability (asset)

Districf s covered€mployee payroll

$ 318,624

$ 504,261

$ 300,607

$ 444,688

$ 409,146

$ 419,562

$ 294,174

$ 422,012

$ 303,643

3 445.326

$ 338,582

$ 444,384

Oistricts ploponionate share of the
net pension liability (asset) as a
percentage of its covered employee
payroll

Plan fiduciary nel posiron as a
percentage of lhe lolal pension

liabllity

63.1990 67.60% 97 52% 69_71Vo

69_41% 62-91o/o 51_670/, 60_440/"

68.18%

57.62qo

76.',\91o

52.39%
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HENDERSON COUNTY WATER DISTRICT
Schedule of Dishct's Conlributions - Medical lnsurance Plan

Kentucky Relirement System
Year Ended oecember 31. 2023

2023

$ E.500

2022

$ 22,809

2021

$ 24,690

2019

3 22,293

2018

122.138

't 69%

(22,809)

$-

$ ,144.888

5.13'/o

(24,890)

$-

t 419,562

5.E8%

2020

5 20,088

(20,088)

$ 422,O'.12

4 76%

(22.293)

s 445,326

5_O1%

(22.r 38)

$-

$,t t4,384

4-98o/o

Contractualv r€quir6d conlribdions

Contdbutaons in relalion to the

conlractualv lequired conlribulion

Contdbulion d6f ciency (exce$)

Oistrict's covercd-emdo),ee paytoll

(6.sm)

$-

I 5(X.261

ContdbulioB as a perc€ntage of
coveaed-employee payroll
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HENDERSON COUNTY WATER DISTRICT

Schedule of Revenues, Expenses and Changes in Fund Net Position

Budget and Actual
Year Ended December 31, 2023

Actual
Amounts

Budgeted
Amounts

Over/(Unde0
Budget

Operating revenues:
Water
Penalties and sundry

Total operating revenues

Operating expenses:
Purchased water
Pumping utilities
Maintenance of system
Vehicle and equipment
Customer accounts
Administration
Depreciation

Total operating expenses

Operating income

Non-operating revenues (expenses):

lnvestment income
lnterest expense
Gain (loss) on disposal of assets

Total non-operating revenues (expenses)

I ncome (loss) before contributions

Capital contributions

Change in net assets

Net position, beginning of year

Net position, end of year

3,299,990 3,614,000 314,010)

$ 3,185,227 $
114,763

3,500,000
114,000

(314,773],

763

G

'I,629,51 1

67,263
412,055
39,005

155,918
612,630
401,365

'1,700,000

69,000
387,600
49,000

157,000
688,100
4'13,483

(70,489)
(1,7371

24,455
(9,995)
(1,082)

(75,4701
(12,118)

3,317,747

(17,757')

48,280
(71,610)

2,978

16,000
(103,817)

32,280
32,207
2,978

67,465

3,464,'183 146,436)

149 817 (167,574)

(20,352) 87,817)

(38,109)

62,041

62,000 (100,109)

62,041

23,932 62,000

9,854,227 9,854,227

(38,068)

$ 9,878,159 916,227 $ (38,068)$9
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HENDERSON COUNTY WATER DISTRICT

Schedule of System Maintenance, Customer Accounts
and Administrative Expenses

Years Ended December 31 , 2023 and 2022

2023 2022

Maintenan of Svstem
Maintenance of mains
Materials & supplies - transmission
Materials & supplies - pumping

Maintenance of tanks
Rental - equipment

Customer accounts:
Salaries - meter reading
Billing and collections - labor and materials
Bad debts
Collection fees

Admini ration
Salaries
Vacation and unassigned salaries
Commissioner's fees
Payroll taxes
Employee benefits
Office and computer expense
Telephone and utilities
Professional fees
lnsurance
Regulatory commission
Maintenance - office
Miscellaneous and general

$ 412,055 $ 323,411

$ 272,929
125,478

'1,980

9,110
2,558

$ 224,588
96,508
2,120

toa

$ s0,904
'12'l ,038

4,547
(571)

$ 20,780
111,612

3,10'1

30

_$__1qq9E_ g__i!s{?g_

$ 117,547
64,070
15,600
40,052

223,371
12,591
14,084
39,039
41,338

5,977
19,836
18,711

$ 118,728
59,398

8,700
34,462

206,86't
20,588
12,838
19,642
43,058

5,340
18,432
14,437

$ s62,484$ 612,630
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S(5rtoY*tot#..,
Certified Public,{ccountanrs and Consultants

To the Board of Commissioners
Henderson County Water District
Henderson, 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 Henderson
County Water District, as of and for the years ended December 31, 2023 and 2022, and the related notes to the
financial slatements, which collectively comprise Henderson County Water District's basic financial statements and
have issued our report thereon dated March 27, 2024.

Report on lnternal Control over Financial Reporting

ln planning and performing our audit of the financial statements, we considered Henderson County Water District's
internal control over financial reporting (internal control) as a basis for designing audit proiedures 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 Henderson County Water District's internal control.
Accordingly, we do not express an opinion on the effectiveness of Henderson County Water District's internal control.

A deficiency in internal conirol exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected, on a timely basis. A s,gn,Iican t 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 conkol 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 and therefore, material weaknesses or significant deficiencies may exist that were not identified. Given
these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. We identified certain deficiencies in internal control, described in the accompanying schedule
of findings and responses as items [2023-'1] that we consider to be significant deficiencies.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Henderson County Water Diskict's financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the financial statements. 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 undet Government Auditing Standards.

Henderson County Water District's Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the Henderson County Water
District's response to the findings identified in our audit and described in the accompanying schedule of findings
and questioned costs. The Henderson County Water District's response was not subjected to the other auditing
procedures applied in the audit ofthe financial statements and, accordingly, we express no opinion on the response.

941 N. Green Street r P.O. Box 676 r Hendersorl KY 42419-0676
Phone: (270) 826-4474 t:l..i: (270) 826-673 5 kempcrcpa.conl

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 WTH GOVERNMENT AUDITING SIANDARDS
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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.

K^-f.^ C?A d "&f LLP

Kemper CPA Group LLP
Certified Public Accountants and Consultants

Henderson, Kentucky
March 27,2024
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HENDERSON COUNTY WATER DISTRICT
Schedule of Findings and Responses

Year Ended December 31, 2023

2023-1

FINDINGS - FINANCIAL STATEMENT AUDIT

Due to a limited number of personnel employed in the accounting area, incompatible work
functions are often performed by the same individual and a high degree of trust in

employees is necessitated. ldeally, each key step of an accounting system should be

segregated among employees. However, this is not always feasible due to the cost versus
beneflt relationship inherent in providing internal control. ln the process of segregating
functions among employees, management must continually make decisions relating to the

applicable costs in comparison to the expected benefits to be achieved.

Deficiency: fhe water District has a lack of segregation of duties involving key steps in the

accounting system between employees.

Effect: Because of a lack of segregation of duties involving key steps in the accounting

system, transactions may occur that are not properly recorded, or authorized.

Recommendation: We recommend the segregation of duties between accounting

employees to the extent possible based on limited personnel.

Management Response: Management is aware of the costs and benefits related to
providing internal control, however, the risk of loss is mitigated via the purchase of
insurance coverage to protect the Water District against loss. Management and those

charged with governance will continue to provide strong oversight to the Water District's

operations.
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Criteia: ln|€,tnal controls should be in place that provides reasonable assurance that
accounting transactions (billings, adjustments, cash receipts and disbursements) are
properly recorded and authorized.




